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GROWTH IN
EXPERIMENTAL
ESTIMATES QF GSP(I)
AT AVERAGE 1989-90
PRICES

NEW SOUTH
WALES

ANALYSES AND COMMENTS

This is the second time that estimates of gross state product at average 1989-90
prices have been included in this publication. For the reasons set out in the
Technical Note, Compiling Constant Price Gross State Product (see page vi in the
1993-94 issue of this publication), these estimates are regarded as
"experimental”. Users should therefore exercise caution when using them for
economic analyses.

The table below compares annual rates of growth in experimental estimates of
GSP() at average 1989-90 prices and GSP(]) at average 1989-90 prices per head
of mean population over the eleven years 1984-85 to 1994-95. The graphs on

- page 2 compare year-to-year rates of growth in GSP(I) at average 1989-90 prices

for each state or territory with all other states/territories combined. Because
these comparisons are in constant price terms, any variations reflect changes in
real production and effects due to changes in prices have been removed.

Average annual compound growth rates of GSP(I) at average 1989-90 prices

1934-85 to 1994-95

(per cent)
GSP() (a) GSP() per
head of mean
population (a)
New South Wales 28 1.7
Victoria 2.4 1.4
Queensland 46 21
South Australia 2.2 14
Western Australia 49 2.8
Tasmania 14 0.7
Northern Territory 53 3.5
Australian Capital Territory 4.6 27
Australia 31 1.7

(a) Experimental series. Users are cautioned that these estimates are derived indirectly by
calculating a deflator from the expenditure components. 1t is emphasised that, at times, there may be
movements that cannot be fully explained introduced into the constant price GSP(I) series through
the use of this proxy deflator (see the Technical Note, Compiling Comstant Price Gross State Product on
page viin the 1993-94 issue of this publication).

Over the period 1984-85 to 1994-95, growth in GSP(I) at average 1989-9( prices
varied considerably between the states, with growth being strongest in Western
Australia, the Northern Territory, Queensland and the Australian Capital
Territory and weakest in South Australia and Tasmania. The dispersion of
growth rates was less, but still significant, in terms of GSP(I) per head of mean
population.

Growth in GSP peaked in 1987-88. During the latest recession the New South
Wales economy declined in real terms in 1990-91 and 1991-92. The recovery in
New South Wales lagged the rest of Australia from 1991-92 to 1994-95, although
overall, growth in GSP has roughly paralleled the rest of Australia over the
period 1984-85 to 1994-95.
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In 1994-95 the Victorian economy grew faster than the rest of Australia
combined for the first time since 1985-86. The state economy declined more in
real terms in the recession of 1990-91 than any other state and until 1994-95 its
rate of growth was below that for the rest of Australia.

At average 1989-90 prices, growth in the Queensland economy was well above
the rest of Australia combined from 1986-87, partly as a result of the above
average growth of its population. In the 1990-91 recession, GSP fell 0.2%. In the
years immediately following the recession, growth was substantially above the
Australian average, but in recent years the rate of growth appears to be
gradually slowing and moving closer to the naticnal average.

The South Australian economy exhibited the highest growth rate in Australia in
1985-86 but grew more slowly during the three years 1986-87 to 1988-89. It then
showed a high growth rate in 1989-90 followed by two years of decline. The
economy declined more in the recession than any other state apart from Victoria.
While it showed above average recovery in 1992-93, since then growth has been
below the rest of Australia, and in 1994-95 the South Australian economy was
the only state that showed no growth in GSP.

The Western Australian economy grew faster than the rest of Australia
combined in each year from 1987-88 to 1991-92 and again in 1993-94, largely due
to strong growth in the mining industry. There was relatively strong growth
during the 1990-91 recession; a large increase in gas production from the North
West Shelf was a contributing factor. In 1992-93 and 1994-95 growth feli below
the national average.

The growth of the Tasmanian economy has been out of step with the rest of the
country. Unlike the rest of Australia, there was a recession from 1987-88 to
1988-82 but none in 1990-21 or 1991-92. Tasmania was the only state economy to
show a decline in 1993-94. In 1994-95 it showed the lowest growth rate of any
state except South Australia.

Economic growth in the Northern Territory is subject to considerable year-to-
year volatility because of the high relative importance of mining and
agricultural commodities to its economy. Production from major new resource
projects periodically takes GSP to new levels. The Northern Territory was the
only state to record a decline in 1992-93 (partly due to disruptions to oil and
uranium production) while the rest of Australia experienced a reasonable
recovery from the low growth rate in 1991-92. Since 1992-93 the Northern
Territory economy has shown very high growth rates.

Over the period 1985-86 to 1993-94, annual growth was higher than that of the
rest of Australia. In 1994-95 the growth rate declined markedly, to be well below
the rest of Australia and only above that of South Australia and Tasmania.

The graphs on page 4 show gross state product (GSP), in current prices, per
head of mean population for each state and territory divided by the Australian
total {(GDP(I) per head of mean population), for the period 1983-84 to 1994-95. It
should be noted that GSP per head of mean population cannot be equated with
the income of households in a particular state (see comments on household
income on page 7).
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GSP per head of mean population in 1994-95 was above the national average in
New South Wales, Victoria, Western Australia, the Northern Tetritory and the
Australian Capital Territory. With the exception of 1990-91 the Australian
Capital Territory had the highest level in each of the yeats from 1984-85. G5P
per head of mean population in Queensland, South Australia and Tasmania has
never exceeded the national average.

Queensland, South Australia, Western Australia and the Australian Capital
Tertritory all experienced declines in this ratio in the past year. During the 1980s,
Victoria experienced a decline in every year except for 1987-88. Since reaching its
lowest point in 1991-92, Victoria's ratio has increased in two of the last three
years. The Victorian ratio remained above the national average throughout the
entire period from 1983-84 to 1994-95. Values for the Northern Territory are
characterised by sharp peaks and troughs, mostly reflecting changes in gross
product for the mining industry. In 1994-95, the Australian Capital Territory
ratio declined for the first time since 1989-9(.



5
INDUSTRY Individual industry contributions to gross state product at factor cost (GSP(fc))
COMPOSITION for 1994-95 are shown below. Apart from the Australian Capital Territory, a
OF GSP relative shift from goods producing industries to service providing industries

has occurred in all states from 1983-84 to 1994-95.

The main industries contributing to the relative decline in goods producing
industries have been agriculture, forestry and fishing, mining and
manufacturing. Finance and insurance and property and business services have
increased in relative importance in most states.

Industry contribution to GSP{fc), 1994-95 (a)
(per cent)

NSW  VIC QLD SA WA TAS NT ACT Aust
Agriculture, forestry

and fishing 2 3 5 4 5 6 4 — 3
Mining 2 3 5 2 15 2 17 — 4
Manufacturing 15 18 12 18 10 15 5 3 15
Electricity, gas and water 3 4 3 3 3 6 2 pA 3
Construction 7 6 8 6 8 7 9 7 7
Wholesale trade 6 6 6 5 6 5 4 2 6
Retail trade 8 7 9 9 8 10 9 7 8
Accommodation, cafes

and restaurants 2 2 3 2 2 3 3 2 2
Transport and storage 6 5 7 6 5 5 6 3 6
Communication 3 3 3 3 3 2 3 3 3
Finance and insurance 5 4 3 4 2 2 2 3 4
Property and business services 10 9 7 8 8 5 6 11 9
Government administration

and defence 3 3 4 3 3 5 7 27 4
Education 5 5 5 5 4 5 5 6 5
Health and community services 6 7 6 8 6 7 6 5 6
Culture and recreational services 2 2 1 2 1 2 3 3 2
Personal and other services 2 2 2 3 2 2 2 3 2
Ownership of dwellings 11 9 9 9 7 10 5 9 10
General government (b) 2 2 2 2 2 3 2 6 2
Total 100 100 100 100 100 100 100 100 100
(a} Industries may notf add to total due to rounding differences.

() State details for general government gross operating surplus by industry are not available.
NEW SOUTH Manufacturing rernains the largest industry in New South Wales, despite
WALES recording the greatest fall in the share of GSP(fc) from 19% in 1983-84 to 15% in

1994-95. Finance and insurance (5% of GSP{fc) in 1994-95 compared with 2% in
1983-84) and property and business services (10% of GSP(fc) in 1994-95
compared with 7% in 1983-84) recorded the greatest rises in the share of GSP(fc)
over the same period. Ownership of dwellings (11% of GSP(fc) in 1994-95) is

- New South Wales' second largest industry. The share of ownership of dwellings,
which varied between 9% and 12% of GSP(fc) over the period 1983-84
to 1994-95, is the highest of any of the states. The share of GSI*(fc) for retail trade
increased between 1983-84 and 1994-95, while those for agriculture, forestry and
fishing, mining, electricity, gas and water, transport and storage, and
government administration and defence decreased.
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Manufacturing recorded the greatest fall in the share of GSP(fc), decreasing from
22% in 1983-84 to 18% for the period 1990-91 to 1994-95, while remaining
Victoria's largest industry. Property and business services (9%) and ownership
of dwellings (9%) are the second largest contributors to GSP(fc) in 1994-95,
Finance and insurance recorded the greatest rise in the share of GSP(fc} between
1983-84 (1%) and 1994-95 (4%). The shares of GSP(fc) for communication and
health and community services increased between 1983-84 and 1994-95, while
those for agriculture, forestry and fishing, and mining decreased.

Mining recorded the greatest fall as a contributor to GSP(fc), decreasing from 8%
of GSP{fc) in 1983-84 to 5% in 1994-95. Manufacturing's share of GSP(fc) fell
slightly less (from 14% in 1983-84 to 12% in 1994-95) and remains Queensland's

- largest industry. Retail trade (9%} and ownership of dwellings {(9%) are the next

largest contributors to GSP(fc) in 1994-95. Finance and insurance (1% of GSP(fc)
in 1983-84 and 3% in 1994-95) and property and business services (5% of GSP(fc}
in 1983-84 and 7% in 1994-95) both recorded the greatest rise in the share of
GSPifc). The share of transport and storage at around 6% to 7% of GSP(fc) over
the period 1983-84 to 1994-95 is the highest of any of the states.

Agriculture, forestry and fishing recorded the greatest fall as a contributor to
GSP(fc), decreasing from 7% of GSP{fc) in 1983-84 to 4% since 1991-92.
Manufacturing declined slightly as a contributor to GSP(fc) (19% in 1983-84 and
18% in 1994-95) but remains South Australia’s most important industry. Finance
and insurance (4% of GSP{fc) in 1994-95) and property and business services (8%
of G5P(fc) in 1994-95) recorded the greatest rises, each up three percentage
points, in the share of GSP(fc) since 1983-84. The share of health and community
services at around 7% to 8% of GSP{fc) over the period 1983-84 to 1994-95 is the
highest of any of the states.

Mining recorded the greatest increase as a contributor to G5P(fc), rising from
12% of GSP(fc) in 1983-84 to 15% in 1994-95, and has exceeded manufacturing as
Western Australia’s largest industry since 1986-87. Manufacturing (10% of
GSP{(fc) in 1994-95 compared with 13% in 1983-84) recorded the largest fall as a
conttibutor to GSP(fc) between 1983-84 and 1994-95. The contribution of
agriculture, forestry and fishing has fallen from 7% of GSP(fc) in 1983-84 to 5%
for the period 1992-93 to 1994-95. The share of property and business services
has risen from 6% of GSP(fc) in 1983-84 to 8% for each of the past three years.
The shares of GSP(fc) for finance and insurance, and ownership of dwellings
increased between 1983-84 and 1994-95 while those for communication and
education decreased.

Manufacturing remains Tasmania's largest industry despite recording the
greatest fall in the share of GSP(fc} from 18% in 1983-84 to 15% in 1994-95. Retail
trade (10%) and ownership of dwellings (10%) are the second largest industries
in 1994-95. Ownership of dwellings recorded the greatest increase as a
contributor to GSP(fc), rising from 6% of GSP(fc} in 1983-84 to 10% in 1994-95.
The shares of GSP(fc) for agriculture, forestry and fishing and electricity, gas
and water at around 6% to 7% over the period are the highest of any of the
states. The shares of GSP(fc) for accommodation, cafes and restaurants, finance
and insurance, and health and community services increased between 1983-84
and 1994-95, while those for mining, communication, and education decreased.
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Mining recorded the greatest fall in the share of GSP{(fc), decreasing from 21% in
1983-84 to 17% in 1994-95, but is still the most important industry in the
Northern Territory. Construction (9%} and retail trade (9%} are the second
largest industries in 1994-95. Wholesale trade (4% of GSP(fc) in 1994-95
compared with 2% in 1983-84) recorded the greatest rise in the share of GSP(fc)
from 1983-84. The shares of GSP(fc} for mining and construction between
1983-84 and 1994-95 are the highest of any of the states. The share of GSP(fc} for
electricity, gas and water, construction, and government administration and
defence increased between 1983-84 and 1994-95, while those for accommodation,
cafes and restaurants, communication, finance and insurance, heatth and
community services, and personal and other services decreased.

- Government administration and defence recorded the greatest fall in the share

of GSP(fc), decreasing from 31% in 1983-84 to 27% in 1994-95, but is still the
Australian Capital Territory's dominant industry. Property and business
services recorded the greatest increase as a contributor to GSP(fc} between
1983-84 (8%) and 1994-95 (11%) and is the next largest industry. The shares of
retail trade (7% in 1994-95), finance and insurance (3% in 1994-95) and
ownership of dwellings (9% in 1994-95) all increased by two percentage points
since 1983-84. The share of education decreased from 9% in 1983-84 to 6% in
1994-95 but remains the highest of any of the states. The share of transport and
storage also decreased between 1983-84 and 1994-95, while those for electricity,
gas and water, and communication increased.

The analysis of GSP per head of mean population on pages 3-4 concentrates on
the level of economic production (GSP) and its growth in current price terms. 1t
does not provide a measure of incomes received by residents of a particular
state, because a proportion of income generated in the production process may
be transferred to other states or overseas (and conversely income may be
received from other states or overseas). Household income per head of mean
population in 1994-95 is shown below.

Household income per head of mean population

($

1994-95
New South Wales 20,667
Victoria 19,976
Queensland 17,794
South Australia 18,194
Western Australia 19,292
Tasmania 16,765
Northern Territory 19,227
Australian Capital Territory 26,331
Australia 19,620

Household income measures income received by residents (before the deduction
of income taxes) from all sources, including wages, salaries and supplements,
unincorporated enterprises income, interest, dividends, and personal benefit
payments such as pensions, medical benefits and unemployment benefits.

Household income per head of mean population was highest in the Australian
Capital Territory and lowest in Tasmania. Differences between the states reflect
differences, from state to state, in the impacts of a range of factors including the
average level of wages, salaries and supplements received per employee, the
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proportion of the population in employment, the age distribution of the
population, and differences in the level of dwelling rent (including that imputed
to owner occupiers). For example, a significant reason for the high level of
household income per head of mean population in the Australian Capital
Territory compared with other states is that the labour force participation rate is
much higher there than in the rest of Australia.

The graphs on page 9 compare private gross fixed capital expenditure as a
percentage of GSP for each state with the rest of Australia over the period
1983-84 to 1994-95. Investment in most states peaked in 1988-89. As a percentage
of GSP, private capital investment has been above the rest of Australia in all
years in Queensland and Western Australia. It has been below the rest of
Australia in all years in Victoria, Tasmania and the Australian Capital Territory.
In 1994-95, private capital expenditure grew as a percentage of GSP in all states
except Victoria, the Northern Territory and the Australian Capital Territory.

The level of private capital expenditure in the Northern Territory and the
Australian Capital Territory has tended to move independently of national
trends. Major resource developments and differences in the timing of property
upswings and downswings contribute to differences in investment levels
between states.

Tables 48 to 55 provide data on private gross fixed capital expenditure by type
of asset, on which the following comments are based.

With the exceptions of South Australia and the Australian Capital Territory,
private capital expenditure on dwellings in all other states rose in 1994-95. The
growth in 1994-95 was not as marked as in 1993-94.

In 1994-95, private non-dwelling construction expenditure increased in three
states - New South Wales (27.6%), Queensland (28.9%), and Tasmania (16.4%).
The increase in New South Wales was not sufficient to recover from the 45.5%
decline over the previous three years. Expenditure in Victoria fell 15.1%, the fifth
consecutive annual decline, to a level just above that of a decade ago.

Although 1994-95 private equipment investment grew in all states (but declined
in the two territories), the growth rates in South Australia (60.2%), Western
Australia (31.0%), and Tasmania (32.9%) were particularly high. (See cautionary
nete in paragraph 27 of the explanatory notes.)

Real estate transfer expenses, as a percentage of private gross fixed capital
expenditure, have fluctuated in all states, generally in accordance with property
cycles. Property cycles can be counter-cyclical to trends in other components of
private capital expenditure.

The graphs on page 10 compare public gross fixed capital expenditure as a
percentage of GSP for each state with the rest of Australia. Since peaking around
1986-87 (in some states a year or so earlier) public capital expenditure as a
percentage of GSP has trended down in all states. In 1994-95, public capital
expenditure grew as a percentage of GSP in all states, except Western Australia,
Tasmania and the Australian Capital Territory. Queensland and the two
territories have been consistently above the rest of Australia, while Victoria and
South Australia have been below. New South Wales has tended to record similar
shares to the rest of Australia.
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CHANGES AND REVISIONS

This issue includes for the first time separate state details of international trade
in goods, at both current and constant prices. The availability of these details is
reflected in the dissection of gross state product {(appearing in Tables 6 and 7)
which has been extended to show, for each state, the components of
international trade in goods, that is, exports and imports, at both current and
constant prices. Thus the "balancing item™ appearing in these tables differs from
the "balancing item" appearing in earlier issues of this publication - with the
latter including international trade in goods. See explanatory notes paragraphs
22-24 for further details.

Estimates in this issue incorporate revisions to previcusly published data. These
revisions result from later information from taxation assessment statistics, the
gross value of farm production series and other sources which normally become
available by this time each year. In addition the following aggregates were also
revised:

. Supplements to wages and salaries, using data from the
1993-94 Survey of Major Labour Costs.

. Alterations and additions to dwellings (a component of private gross
fixed capital expenditure on dwellings), using data from the 1993-94
Household Expenditure Survey.

. Components of private final consumption expenditure, using data from
the 1993-94 Household Expenditure Survey.
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EXPLANATORY NOTES

1 This publication contains income-based estimates of gross domestic product
(referred to as gross state product {(GSP)) and estimates of domestic final
demand, at current and average 1989-90 prices, by state for the years 1983-84 to
1994-95. Where stafe is referred to in the text, it is also meant to encompass the
two territories. State estimates are also provided for many other national
accounting aggregates (see the Table of Contents, page iii). Estimates are
consistent with those published for Australia in the 1994-95 issue of Australian
National Accounts: National Income, Expenditure and Product (3204.0).

2 State estimates are essentially a dissection of the counterpart Australian

estimates contained in 5204.0. While it is possible in some cases to build up
estimates using the same data sources as those used for the Australian estimates,
it is quite often necessary to derive dissections using a variety of allocators.
These can range from being directly related to the aggregate being allocated (for
example, economic census data) to being only indirectly related (for example,
population and household income distributions).

3 The structure of the accounts accords closely with the international standard
described in the United Nations publication A System of Netional Accourits (SNA)
1968. After a long review process, a revised international national accounting,
standard was published early in 1994, entitled System of National Accounts, 1993.
It was produced and published by an Intersecretariat Working Group,
comprising representatives from five organisations involved in the use of
economic statistics and the promotion of international statistical standards -
United Nations, Organisation for Economic Co-operation and Development,
International Monetary Fund, World Bank and Commission of the European
Communities. The Australian national accounts will be reviewed io achieve the
maximum possible alignment with these standards, with the major changes
being implemented in 1998.

4 Detailed information concerning concepts, definitions, data sources and
methodology is contained in the current edition of Australian National Accounts:
Concepts, Sources and Methods (5216.0) which was released in May 1990. An
updated version of the 5216.0 publication, along with other like-related ABS
publications, is now available on CD-ROM, entitled Statistical Concepts Reference
Library on CD-ROM (1361.0), released in July 1996. Some of the more relevant
details are provided in the following paragraphs.

5 While naticnal estimates are based on the concepts and conventions embodied
in the SNA, no such detailed standard is available for sub-national
(regional/state) accounts. In the main the national concepts are applicable to
state accounts, but there remain a number of conceptual and measurerment
issues that either do not apply or are insignificant at the national level. Most
problems arise in the context of gross state product for the transport,
communication and finance industries and in the treatment of central
government. In such cases, conventions need to be established which reflect data
availability and/or the needs of users.

6 Problems can occur where the institutional unit cuts across state borders.
However, this is generally not relevant for estimates of: household income; farm
income; private final consumption expenditure; state and local government final
consumption expenditure and gross fixed capital expenditure; and state and
local government income and outlay accounts and capital accounts. For these
aggregates state estimates are derived either as a by-product of estimating the
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Australian total or by distributing Australian totals to states using closely
related indicators. Individual state and local government income and outlay
accounts and capital accounts are largely obtained from the ABS public finance
system, and are directly estimated (except for the consumption of fixed capital
component) from government financial records.

7 Estimates of GSP are produced by summing factor incomes i.e. wages, salaries
and supplements, and gross operating surplus (GOS), plus indirect taxes less
subsidies. While wages and salaries can be readily collected by state, this is not
always the case for supplements or GOS which ofien cannot be measured
satisfactorily within business accounting systems at the individual location.
Most of the ABS integrated industry collections which provided data for
estimates in this publication have used the "establishment" as their basic
collection unit. An establishment has been defined as the smallest accounting
unit of an enterprise which controls its own productive activities and maintains
a specified range of detailed data, including those which allow value added to
be calculated. In general, an establishment covers all the operations of an
enterprise at a physical location, but may consist of a group of lecations within
the same state, or in some cases, Australia. For enterprises that fall into this latter
category, conventions have to be adopted in order to allocate GOS to states.

8 For the Transport and storage and Communication industries, estimates of
GOS by state can be substantially atfected by the conceptual basis adopted for
allocation. For example, in the case of the modal transport industries (i.e. all
transport industries except Services to transport), possible ways of attributing
production could include: tonne (or person) kilometres travelled in a state;
economic activity attributed to the base of operations only; or a mixture of both.
As state economic activity for interstate modal transport activities cannot be
uniquely defined, it may even be preferable that they should be regarded as
extra-territorial and excluded entirely from state production. However, the
approach adopted in this publication is to use activity indicators to allocate
Interstate transport services to states.

9 Numerous data sources are used to apportion Australia-level GOS to states.
Taxation statistics are used for non-farm unincorporated enterprises. Where
available, economic censuses and surveys data are used for companies. For
intercensal years and for those industries that are out-of-scope of the ABS
program of economic censuses, a varicty of allocators are used to extrapolate or
estimate state dissections. Indicators include state details of wages and salaries,
employment, private final consumption expenditure, movements in
unincorporated enterprises' GOS, airport passenger

embarkations /disembarkations, and freight shipped from Australian ports (the
latter two indicators are specific to the transport industry). Production-based
estimates of farm sector GOS are derived using the same data sources and
methodology used for the Australian estimates. Although the GOS of state and
local government public trading enterprises is directly available from the ABS
public finance system, GOS for Commonwealth government public trading,
enterprises 1s allocated mainly using indirect indicators.

10 While state by industry estimates of wages and salaries are obtained from the
same data sources as those used for the Australian estimates, the corresponding
estimates of the components of supplements are essentially allocations of the
Australian total. State by industry estimates of superannuation are derived
using wages and salaries by state by industry as an allocator. State by industry
estimates of workers' compensation are based on industrial accident statistics
and labour costs data collected by the ABS. It should be noted that there is a
minor definitional difference between wages, salaries and supplements as
published in the gross product tables and as published in the household income
tables for both Australian and state estimates. The difference arises in situations
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where a household supplies labour to a production establishment that is in a
different domestic territory {state/country) from the household.

11 Estimates of indirect taxes less subsidies are derived by adding values for
indirect taxes received and subsidies paid by state and local governments and
the Commonwealth government. Data are available from the ABS public finance
system, although Commonwealth government values are not generally available
by state. Indicators are used to allocate sales tax, excise tax, customs duties and
major subsidies to the state where the economic activity took place.

12 State estimates of private final consumption expenditure and gross fixed
capital expenditure are derived largely from the same sources used for the
Australia-level estimates. In the case of private final consumption expenditure,
data sources for major components such as household goods, dwelling rent,
purchase of motor vehicles, fares, and purchases of gas, electricity and fuel are
available by state. Some components of expenditure on entertainment and
recreation rely on the extrapolation and interpolation of less frequent Household
Expenditure Survey data. Where actual data are not available, indirect indicators
such as household disposable income are used to allocate the Australia-level
estimate.

13 State estimates of private gross fixed capital expenditure on dwellings and
non-dwelling construction are derived using data from the ABS Building
Activity Survey and the Engineering Construction Survey, while expenditure on
equipment is derived from the Survey of Private New Fixed Capital
Expenditure. Real estate transfer expenses arc derived from data supplied by the
various state Stamp Duty Offices, ABS surveys of real estate agents and lawvyers,
and various other data such as the number of real estate property transfers by
state. Essentially, these are the same data sources used to prepare the Australia-
level estimates.

14 The treatment of Commonwealth government final expenditures in regional
accounting is rather problematic. Alternative treatments are to attribute final
expenditures to the region in which the expenditure was incurred, or to the
region in which the beneficiaries reside, or even to consider the Commonwealth
government consumer unit as extra-territorial and therefore to exclude it from
all regions. For practical reasons the first approach has been adopted in this
publication, although it still required extensive use of indirect indicators. An
implication is that a large proportion of the consumption of Commonwealth
government services is included in SFD for the ACT, inflating the balancing item
for that territory. If data had been available to allocate Commonwealth final
consumption expenditure to end users, the balancing item for the ACT would be
a much smaller negative because the provisicn of the services would be
regarded as an interstate export instead. Estimates for Commonwealth
government expenditures in the states on both an annual and quarterly basis
therefore have to be treated with considerable caution. The wages and salaries
component of Commonwealth government final consumption expenditure was
directly apportioned to states using data from the ABS Survey of Employment
and Earnings and information supplied by the Department of Defence.
Expenditures on goods and services classified to defence were allocated
according to population while non-defence purchases were allocated according
to Commonwealth general government employment by state.

15 For Commonwealth general government gross fixed capital expenditure,
Australia-level estimates were first subdivided into expenditure on construction
and expenditure on equipment. The construction expenditurc component for
years since 1986-87 was allocated to states using data for projected construction
expenditure in each state, published jointly by the Department of
Administrative Services and the Department of Industry, Technology and
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Commerce. In the absence of these data for prior years, population by state was
used to allocate the Australia-level estimate. Expenditure on equipment has
been allocated using Commonwealth general government employment by state.

16 For Commonwealth public enterprise gross fixed capital expenditure, a
variety of allocators has been applied at the individual enterprise level. Direct
allocatoers have been used in a few cases where enterprises operated wholly in
one state. State-level direct indicators were available for larger enterprises from
either the ABS Engineering Construction Survey {for Telstra) or published
accounts (e.g. Federal Airports Commission). Indirect indicators were used to
allocate purchases of equipment: for example, purchases of ships and aircraft
were allocated using general freight and passenger activity through ports and

-airports in each state, consistent with the treatment adopted for the allocation of

gross operating surplus.

17 The estimates of gross state product at average 1989-90 prices presented in
this publication are derived by revaluing current-price, income-based estimates
of gross state product GSP(D), using deflators which are compiled using the
available data on the composition of expenditures on state production and
movements in associated prices. For a more complete description of why this
approach to the derivation of a constant price estimate of GSP has been adopted
and details of the data sources and the methods used, see the Technical Note on
page vi of the 1993-94 issue of this publication and /or the Technical Note in
either the September or December quarter 1994 issues of Australian National
Accounts: State Accounts (5242.0),

18 A lack of data means that it is not possible to derive estimates at the state
level equivalent to the aggregate Australian estimates of expenditure on gross
domestic product (GDP(E)). While the components of state final demand {SFD)
and estimates of international merchandise trade by state are available, there are
no complete estimates of international trade in services; interstate trade in goods
and services; or change in stocks. Hence, a state-based constant price GSP(E)
measure cannot be derived by a similar methodology to that adopled at the
Australian level in the derivation of constant price GDI(E). For reasons
described in the Technical Note referred to above, constant price estimates of the
components of GDP(I) and GSP(I) cannot be derived. In the absence of data for
the derivation of production-based estimates of GSP(P), the only currently
practical strategy for the derivation of constant price estimates of GSP is
revaluation of the aggregate current price GSP(I) estimates.

19 In order to make maximum use of the incomplete expenditure data and
limited price data available at the state level, an approach is adopted which
essentially involves deriving the best possible current and constant price
estimates of subsets of expenditure that encompass most, but not all, of GSP. For
each state, current price estimates of identified components of international and
interstate frade and increase in stocks are added to the current price estimates of
SFD and, similarly, the constant price estimates of those components are added
to the constant price estimates of SFD. The quotient derived by dividing the
aggregate constant price estimates into the aggregate current price estimates is a
Paasche (current-weighted) price index. It is this price index which is used to
revalue the current price estimates of GSP(I).

20 Itis crucial to identify separately those components for which the deflators
deviate significantly from the average, since the method adopted effectively
attributes the weighted average deflator to the unidentified components, There
15 an assumption underlying the approach adopted in deriving the aggregate
state deflators that price competition will imply that the available national price
indicators are reasonably indicative at the state level. This is a less distorting
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assumption if the price indicators are weighted together at a reasonable level of
commodity disaggregation, and implies deriving the current and constant price
estimates at as fine a level as possible.

21 Despite the fact that as broad a range of information as possible has been
drawn on in this estimation procedure, the aggregate current and constant price
estimates of expenditures used in the derivation of this deflator are not
considered to be complete measures. They merely serve to produce the best
deflators and therefore the most reliable estimates of constant price GSP(1) that
the available data and resources allow. For this reason, they are regarded as
experimental estimates. During the next few years, the accuracy and reliability
of the constant price GSP(I} estimates will be assessed against the uses to which

these statistics are put.

22 This issue includes for the first time separate state details of exports and
imports (international trade) of goods, at both current and constant prices.
Detailed current price estimates of goods on a recorded trade basis at the two-
digit level of the Standard Industrial Trade Classification, Revision 3 (S[TC
Rev3} are revalued using national deflators to prodiice constant price estimates
of this component. The exports data are on the basis of state of origin, that is, the
state in which the final stage of manufacture or production occurs. For most
exports this should correspond to the required basis for state allocation, that is,
the state of final resident ownership. There is an assumption that the national
deflators will provide a reasonable measure of change in price at the state Jevel.
Revaluation at the two-digit (division) level of the SITC Rev3 is a compromise
giving a reasonable level of disaggregation by commedity type without
increasing the volume of the revaluation exercise too significantly. There are a
very limited number of cases where more specific deflators have been used to
replace the national deflator at the SITC Rev3 division level. This is true in cases
where the composition of a particular division is known to be very variable
between states and the division includes commodities with price movements
which deviate significantly frem the division average. Mireral and agricultural
commuodities are likely to be significant in this regard.

23 The current price exports estimates differ from those published in
International Merchandise Trade, Australia (5422.0) for several reasons. First, re-

. exports, which are not available on a state basis in the latter publication, have

been allocated to the states and included in the state figures. Second, ships’
stores, which are included in the trade publication, are excluded here, because in
the Australian National Accounts and Balance of Payments Systems exports of
ships' stores are classifted as exports of services, not of goods. Those
commodities which are subject to a confidentiality restriction and which are not
available by state in the trade publication are excluded trom the state export
figures here, too.

24 For imports a similar approach has been adopted to that employed in the
derivation of current and constant price estimates for the corresponding exports
item (see above). The level of revaluation corresponds broadly to the commodity
sub-group level of the balance of payments merchandise imports end-use
classification of imports, that is, two-digit Broad Economic Classification (BEC)
by three-digit level of the SITC Rev3. These data are on the basis of the state in
which the imports were released from Australian Customs Service control. In
most cases this will correspond to the state of initial resident ownership which is
the required basis of state allocation. No information is available on which to
base an adjustment for goods which are released from Custom's control in a
state other than that in which their owner resides.
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25 The estimates contained in this publication represent allocations of
Australian estimates published in 5204.0. Therefore, they will reflect any
inaccuracies in those estimates as well as inaccuracies introduced by any
particular conceptual, methodological and data problems inherent in the
allocation of Australian estimates to states. As such, the degree of accuracy and
reliability will necessarily be lower than that for the counterpart Australian
estimates.

26 Uniform methodologies and consistent data sources have been used for all
states. Although there is no reason to expect that there would be any bias in the
methodology used, there is some variation in both the quality of data between
states (particularly where sample surveys are used) and the sensitivity of

_estimates to alternative concepts.

27 Detailed industry estimates for the territories are likely to be less accurate
than those for the states. For example, the adjustment of taxation statistics (the
major data source for the unincorporated enterprises compenent of GOS) from a
state office-of-assessment basis to the preferred statc-of-residence basis is
relatively more significant for the Australian Capital Territory than for the other
states and the Northern Territory. For the Communications industry, data for
the Australian Capital Territory are available only in combination with New
South Wales; a similar problem exists for the Northern Territory which is
combined with South Australia. The use of indirect allocators to separate the
territories has a far more significant effect on the relative errors for the
Australian Capital Territory and the Northern Territory than for New South
Wales and South Australia. Where sample surveys are used to collect data,
standard errors are coften higher for the territories than for the states.

28 The limitations of ABS sample surveys in producing state estimates are
particularly relevant for estimates of private gross fixed capital expenditure on
equipment. Estimates for each state are derived largely from a quarterly national
survey of business. The survey design aims to achieve a high degree of statistical
accuracy in the samples in the larger states. However, as the accuracy of the
estimates from this survey {in percentage terms) is roughly proportional to the
size of the sample, the estimates for the smaller state are generally less accurate
than those for the larger states. Hence, the estimates for the Northern Territory,
Australian Capital Territory, Tasmania and South Australia are particularly
prone to volatile movements,

29 Estimates of GOS for the latest year rely on a range of broad activity
indicators such as retail turnover, construction work done and persons
employed. Therefore, they are subject to revision as more suitable sources, such
as taxation statistics and ABS economic census data, become available.

30 There have been a number of source data changes over the period covered in
this publication which have adversely affected the accuracy of estimates of GOS
by state, The usual range of taxation data for partnerships and trusts was not
produced for the years 1987-88 and 1988-89. In addition, the accuracy of taxation
data for partnerships and trusts from 1987-88 to 1990-91 was atfected by
incomplete statistical processing of returns by the Australian Taxation Office.
Changes to the ABS manufacturing census since 1986-87 have resulted in the full
range of data items required to calculate GOS being available only every three
years rather than annually. Also receipts and expenses data by state for Telstra
ceased to be available after 1987-88 as a result of the reorganisation of that
organisation's accounting system, Hence estimates of gross operating surplus by
industry by state for years 1987-88 to 1990-91 rely to a greater extent than usual
on interpolation of allocations established for vears prior to 1987-88 and post
1990-91. Care should be taken in interpreting movements over this period as
well as in the most recent year.
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31 Estimates of indirect taxes less subsidies, government final consumption
expenditure, and general government and public enterprise gross fixed capital
expenditure can be substantially affected by the indicators chosen te apportion
the Commonwealth government component {0 states. Again, care is required
when interpreting these estimates.

32 The incomplete nature of the price and expenditure data available at the state
level for the derivation of the GSP(I) deflators and the generally lower level of
accuracy of state data, referred to earlier, mean that there is greater scope for
inaccuracy than in comparable estimates at the Australian level. The constant
price estimates of GSP(I) are derived measures, calculated by adjusting the
current price estimates using specially constructed state deflators. This means
that the constant price estimates incorporate the combined effects of the
inaccuracies in the current price estimates and those in the deflators. These
inaccuracies reflect a number of factors, including: higher relative sampling
errors; the 'fuzziness’ of some state data arising from reporting businesses and
government agencies that operate across the country having difficulty allocating
their activities by state; and the limited availability of source data on a state basis
in a number of areas. The inaccuracies in the compenent value and price
estimates may be compounded or offset in the process of deriving the constant
price estimates.

33 In analysing the derived constant price estimates it is important to recognise
the data limitations at the state level and to be aware that the accuracy of the
estimates will not be as high as that of the corresponding national estimates.
They represent a useful indicator of growth in the volume of state production,
but are necessarily affected by the data limitations at the state level. The series
are regarded as experimental.

34 Occasional Papers produced by ABS officers report on various aspects of
research being undertaken. They are not used for the release of official statistics
and do not necessarily reflect the views of the ABS. The following Occasional
Papers are available at ABS offices:

Studies in National Accounting: Current!-Cost and Constant-Cost Depreciation and Net
Capital Stock — Cherylee Bailey (1981/1)

The Accuracy and Reliability of the Quarterly Australian National Accounts — A, G,
Johnson (1982 /2)

State Accounts, Australia: Issues and Experimental Estimates —S. Burrell, J. Daniel,
A. Johnson and R. Walters (1984/4)

The Effects of Rebasing the Constant Price Estimates of the Australian National
Accounts — R. Dippelsman (1985/1)

Estimates of Depreciation and Capital Stock, Australin —R. Walters and R.
Dippelsman (1985/3)

Estimates of Multifactor Productivity — C. Aspden (5233.0)
Productivity, Prices, Profits and Pay, 1964-65 to 1989-90 — 1. Castles (5239.0)
Unpaid Work and the Australian Economy, 1992 (5240.0)

National Balance Sheets for Australia, Issues and Experimental Estimates, 1989 to 1992
(5241.0)
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RELATED PUBLICATIONS 35 As well as publications already mentioned, other national accounts and

GENERAL
INFORMATION

SYMBOLS AND OTHER
USAGES

public finance publications which may be of interest include:
Australian National Accounts: State Accounts (5242.0) - issued quarterly

Australian National Accounts: National Income, Expenditure and Product (5204.0) -
issued annually

Australian National Accounts: National Inconie, Expenditure and Product {5206.0) -
issued quarterty

Australian National Accounts: Capital Stock (5221.0) - issued annually

Government Financial Estimates, Australia (5501.0) - issued annually

36 Current publications produced by the ABS are listed in the Catalogue of
Publications and Products (1101.0). The ABS also issues, on Tuesdays and Fridays,

a Release Advice (1105.0) which lists publications to be released in the next few
days. The Catalogue and Release Advice are available from any ABS office.

n.a. not available

nil or rounded to zero

Any discrepancies between totals and sums of compoenents in the tables are due
to rounding,
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For more information . . .

The ABS publishes a wide range of statistics and other information on Australia’s
economic and social conditions. Details of what is available in various publications and
other products can be found in the ABS Catalogue of Publications and Products
available from all ABS Offices.

ABS Products and Services

Many standard products are available from ABS hookshops located in each State and
Territory. In addition to these products, information tailored to the needs of clients can
be obtained on a wide range of media by contacting your nearest ABS Office. The ABS
also provides a Subscription Service for standard products and some tailored information
sernvices.

National Dial-a-Statistic Line
Q055 86 400

Steadycom PiL: premium rate 25¢/21.4 secs.
This number gives 24-hour access, 365 days a year, for a range of important economic
statistics including the CPL.

internet
http://www.statistics.gov.au

A wide range of ABS information is available via the Internet, with basic statistics
available for each State, Territory and Australia. We also have Key National Indicators,
ABS product release details and other information of general interest.

Sales and Inquiries

Keylink STAT.INFO/ABS

X.400 (C:Austraiia,PUB:Te!ememo,O:ABS,FN:STAT,SNziNFO)
Internet stat.info@abs.telememo.au
National Mail Order Service (06) 282 5249
Subscription Service 1800 02 0608
Information Inquiries Bookshop Sales
SYDNEY (02) 9268 4611 {02y 9268 4620
MELBOURNE (03) 9615 7755 (03) 9615 7755
BRISBANE {07) 3222 6351 (O7) 3222 6350
PERTH (09) 360 5140 {09y 360 5307
ADELAIDE (08) 8237 7100 (08) 8237 7582
CANBERRA {06} 252 6627 (06) 207 0326
- HOBART (002) 205 800 {002) 205 800
DARWIN (08) 8943 2111 (08) 8943 2111

D]

Client Services, ABS, PO Box 10, Beiconnen ACT 2616

LN

2522000007943

ISSN 0818-7423




