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ABOUT THIS SI/RVEY This publication presents the results of the quarterly Australian Business
Expectations survey which has been developed in response to a need for better
information about future irading conditions in Australia. The latest survey was
conducted during November 1994,

The Business Expectations Survey is the [argest and most comprehensive survey of
its type conducted in Australia and is the only survey which provides both a
qualitative indicator of business confidence (a weighted net balance) and a
quantitative measurc of cxpected change (a weighted aggregate) for a range of
business performance indicators.

The sarvey is conducted by mail cach quanter. The results from this survey relate to
expectations in respect of the March quarter 1995 and the December quarter 1995
compared with the December quarter 1994. In addition to producing a qualitative
indicator and a quantitative measure, it has the following features;

. 3.00¢ representative Australian businesses sampled:

. busincsses of all sizes arc fully represented:

. all industries except Agriculture* and General Government are represented;
d all States and Territories are represented:;

. responses arc weighted with respect to the size of the reporting business;

b results are produced in respect of both a short term ¢xpectation (next quarter

compared with current quarter) and a medium lerm expectation (equivalent
quarter next year compared with current quarter).

This means that the results can be used indicatively in terms of expected future levels
of economic activity and providing carly warnings about turning points in the
€CONOMLY.

The statistical measure used in the Business Expectations Survey is the expected
(percentage) aggregale change in comparison with the actual Ievel of a previous
equivalent period.

Benchmark (or base level) information is obtained from the ABS's annual Economic
Activity Survey (EAS). It is used to weight individual business rcsponses and to
provide the means whereby percentage responscs from different businesses can be
aggregated. Results from the EAS are published in Business Operations and
Industrv Performance 1992-93 (8140.0).

For an outline and details of methedology used in the survey, refer to the September
1994 issuc of the ABS publication Austration Fconomic Indicators {1350.0).

* sce the explanatory note on page 17 regarding the agriculture sector
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INTRODUCTION TO RESULTS

PaEe 2

Surveys of business expectations have been a feature of the cconomic forecasting
intetligence available (o decision makers in Australia for many years. The main
output from these survevs has been a qualitative indicator which provides the nel
proportion of businesses cxpecting a rise or fall in futurc business conditions.

The ABS recognises that the simple ner balance indicator is a powerful indicator of
busincss scntiruent about fulure business conditions. However. it considers that such
indicators suffer from the limitation of being based on responses which are
unweighied with respect o the size of the business. This means that each reporting
business is given an cqual weighi in the overall result.

As an alternative fo the net balance approach. the ABS produces both a weighted net
balance indicater and a weighted measure of expected (percentage) aggregate
change. The weighted net balance is calculated by assigning a weight to cach
sclected busincss according to its relative economic contribution based on level of
sales, expenditure, employment, ¢ic.

The impact on the net balance indicator and aggregate change as a result of this
weighting is presented in the following tabic.

NET PROPORTION OF BUSINESSES EXPECTING AN INCREASE OR
DECREASE, MARCH QUARTER 1995

Simple Net Balance  Weighted Net Balance Weighted aggregate
Sales 154 4.1 -0.5
Wage Costs 333 378 0.7
Empioyment 4.6 -1l -3

tFull-ttme equivalent)

That is. for the March quarter 1995 a positive simple net balance of 4.6 per cent of
businesses expect an increasc in cmployment. However the negative weighted net
balance of 1.1 per cent indicates that the businesses expecting a decrease in
employment tend on average to be larger than those cxpecting an increasc.

The expected aggregate change measure is calculated by deriving the weighted
averages of the responses provided by businesses. Tables 1 and 3 present data for the
expected aggregate change for six quariers of the survey and Tables 2 and 4 include
both the weighted net balance and the expected aggregate change. The 4.1 per cent
positive weighted net balance of businesses expecting sales to increase in the March
quartcr 1995 translates 1o an expected aggregate decreasc of 0.5 per cent.

The net balance is. thereforc. more in the nature of an indicator of business
confidence while the expected aggregate change measurc is a measure of likely
change in economic activity resulting from that state of confidence.



Seasonal influences and
price variations

Size of business

Benchmarks

The data presented in this publication cannot currently be adjusted for the impact
of scasonal influcnces or {or price variations which may occur between the current
period and the expectations periods.

Caation should be excrcised in comparing the results across quarters as seasonal
influcnces may outwceigh changes in economic conditions.

It will be at least five years until this survey will have sufficient data (five years of
cach quarter's data} (o allow a rcliable seasonally adjusted scries to be estimated.
However. with survey resulis now available for six quarters the opponunity is
availablc 1o analyse, largely free of seasonal influences. the results from the latest
survey with those for the comparable reference period of the previous year.

Users wanting to discern a trend in expectations are encouraged to study consecutive
obscrvations for the medium term outlook. where comparisons arc made between the
currcnt quarter and the same calendar quarter of the next year.

The size of a business has been determined by the amount of employment of each
business. and whether that business is classified as in the Manufacturing industry or
another industry. For details see page 17.

PROPORTION OF BUSINESSES SELECTED BY SIZE WITHIN
AUSTRALIA, MARCH QUARTER 1995

Smail Medium Lorge All business
% % % %
Manutacturing 527 253 219 100
Other industries 4.4 176 42.0 100
All industries 4.5 202 353 10¢

The actual data uscd by BES to benchmark data items is historical and becomes
increasingly out of date as the number of the surveys increase. In May of each year a
new sample is selected and new benchmarks introduccd.
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KEY RESULTS

SHORT TERM OUTLOOK

Seasonality

Trading Performance

Sales

Selling prices

Profit

Expected change for the March quarter 1995 compared with the December
guarter 1994
Caution should be excrcised when interpreting movements in business performance
indicators within each survey and across successive surveys because the data are
presented in original tcrms and any inherent scasonal influences in the data are not
currcntly measurable.
Typically. the December and March quarters each ycar exhibit the largest seasonal
variations in trading performance. Accordingly, expected changes reported for some
itcms in this publication in and across these periods may be the result more of
scasonal inftuences than of any underlying movement in trading performance.
Table 1. Australian Business Expectations - Short Term Outlook
(Not seasonally adjusted)
Fxpected percentuge aggregate change hetween
Business Do qme 1993 Aavgr (992 June qor 1994 Sepit gir 1994 Dee grr 1994 Mar gir 1995
- . if a 2d and and
performance indicators Sepr qir )‘;;3 Dec g I;;j Adar qir :'3;'4‘ e g WI;J Sepi gir 1994 Pec gir ;;;:
%o Yo %o Yo Yo Yo
Trading performance
Sales i6 -1.4 19 1.6 23 0.5
Selling prices {+) 04 0.5 04 0.6 0.6
Protit 5.0 -196 44 8.8 1.6 1.9
Investment
Capital expenditurc 1.1 -1.2 42 2.5 77 1.5
Stocks =21 -0.7 0.1 1.0 (L0 0.6
Employment (Full time equivalent} -0R -1 -2 1.1 (.5 0.3
Opcrating expenses
Wages 038 03 1.1 1.2 1.5 0.7
Non-wage labour 0.5 0.5 1.0 0.9 1.1 0.1
Other 1.7 03 1.3 1.0 1.3 «0.3
Total 1.5 (h3 1.3 1.0 [.3 -0.1
International trade
Tmports -1.0 -1.7 1.6 24 0.9 0.7
Exports 1.3 11 1.3 -0.1 22 0.6

Sales of goods and services are expected to decrease by 0.5 per cent in the March
quarter 1995 following the 2.3 per cent increase expected for the previous quarter.

The decrease expected for the March quarter 1995 is not as proncunced as that

cxpected a year ago for the March quarter 1994,

Businesses arc cxpecting to raise their Selling prices by 0.6 per cent, which is the
samc incrcasc as expecled last quarter and similar 1o the increases expected for the
preceding three quarters.

A decreasc of 7.7 per cent in Profit is expected in the March quarier 1995, which is a
major turnaround from the 10.6 per cent increase expected in the December quarter
1994, This is likely to be heavily influenced by normal seasonal patterns.



KEY RESULTS

SHORT TERM OUTLOOK
(continued)

Investment

Capital expenditure

Stocks

Employment
tFuli-time equivaient)

Operating Expenses

International Trade

Imporits

Exports

Businesses are expecting to increase Capital expenditure by 1.5 per cent in the
March guarter 1995 which is in contrast to the normally strong downward trend
recorded for actual Capital expenditure in the March quarters of previous years.

Stocks arc expected to increase by 0.6 per cent in the March quarter 1995 following
an expectation of nil movement in the December quarter 1994,

Fuli-time equivalent employment is expected (o decline by (0.3 per cent in the March
quaricr §995. following moderate expecied growth in the December quarter 1994 of
(.5 per cent. Sone of the fall may be attributable to normal scasonal reductions in
some industries such as Retail and Construction.

Total operating expenses are expected to decrcasc marginally in the March quarter
1995 with the expected increase in Wages (0.7%) and non-wage labour expenses
(0.1%) being offset by the expected decline in other operating expenses (0.3%).

For the March quarter slight increascs are expected in both Imporis (0.7%) and
Fxports (0.6%). This expectation seems high when compared with the normal
seasonal decline in actual fmports and Exports recorded Tor this quarter in recent
years.

The increase in fmports of 0.7 per cenl follows a 0.9 per cent expected increase for
the December quarter 1994 and is in contrast with the decline expected a year ago of
1.7 per cent for the March quaricr 1994,

The increase of 0.6 per cent expected for £xports follows an expeeted increase of 2.2
per cent for the December quarter 1994

Table 2. Australian Business Expectations - March Quarter 1995, Weighied
Net Balance And Expected Aggregate Change

{Not seazonally ad justed)
Proportion of businesses expecting
Expected
Business No Net aggregate
performance indicators Change  increases  Decreases halance change
Yo %o %a % %o
Trading performance
Sales 228 40.6 366 4.1 0.5
Selling prices 41.5 437 14.8 29.0 0.0
Profit 135 54.0 325 21.5 7.7
Investment
Capital expenditure 36.8 454 177 217 1.5
Stocks 272 30 41.8 -10.8 0.6
Employment (Futl time equivatent) 350 22.0 231 -1.1 -0.3
Operating Expenses
Wages 301 338 161 378 0.7
Nou-wage labour 430 427 142 28.5 0.1
Other 289 559 15.2 4.7 -0.3
Total n.a. n.a na. L.4. 0.1
International Trade
[mports 397 364 239 125 0.7
Exports 373 355 272 84 0.6
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KEY RESULTS

MEDIUM TERM OUTLOOK Expected change for the December quarter 1993 compared with the December
guarter 1994

Seasonality For the medium term. comparisons are made between the same calendar quarter
twelve months apart. [t is unlikely that these business cxpectations will be aflected
by scasonal influences.

Table 3. Australian Business Expectations - Medium Term Qutlook
{Not seasonally adjusted)

Expected percentage aggregate change hetween

Business Sept qir 1994 Dec qir 1994 Afar gtr 1995 e gir 1995 Sepi g 1093 Dec qir 1993
N and end and and arred and
performance indicators Sepiqrr 1993 Decqtr 1993 Maorgir 1998 Buneqir 1994 Sepigir 1994 Dec qer 1994
nfil “/0 o/ll ll/“ n/ﬂ 0/0
Trading performance
Sales 2.9 RN 39 33 4.1 3.3
Selling prices 0.6 1.3 1.3 1.8 21 1.8
Profit 6.8 17.8 204 11.7 209 15.1
Investment
Capital expenditure 1.5 0.2 0.1 28 15.7 1.0
Stacks 5.5 -0.2 0.1 14 06 0.6
Employment (Fili time equivalent) -0.9 1.5 0.1 0.3 1.1 0.6
Operating expenses
Wages 1.1 1.9 1.8 22 3 2.4
Non-wage labour 0.4 1.8 1.3 18 2.3 1.6
Other 25 1.6 1.7 21 2.3 2.0
‘Total 23 1.6 1.7 2.1 24 2.1
International {rade
lmports 0.0 00 Lo 2.8 4.1 2.9
Exporis 26 20 1.8 2.6 52 1.7
Trading Performance
Sales Sales of goods and services arc cxpected to be 3.3 per cent higher for the December

quarter 1995 than for the December quarter 1994. This continues the trend shown in
the series for the previous five medium term comparisons.

Selling prices An increase of 1.8 per cent in Selling Prices is expected for the December quarter
1995, which is lower than the increase expecied in the previous quarter and is
reflecting a continuation of the low inflationary pressure evident in the expectations
in the previous surveys.

Profit Profits are expected 10 grow by 15.1 per cent between the December 1994 and
December 1995 quarters, with substantial contributions being made by the
Transporl. storage and communications and Mining industrics. This follows on
strong growth cxpecled in Profits for the September quarter 1995.

Investment

Capital expenditure Following an expected strong growth of 15.7 per cent reported three months ago in
respect of the September quarter 1995, Capital expenditure is expected to increase
by only 1.0 per cent between December 1994 and December 1995,



KEY RESULTS

MEDIUM TERM OUTLOOK
feontinted)

Employment
(Full-time equivalent)

Operating Expenses

International Trade
Imports

Exports

Full-time equivalent employment {{}.6%} is expected to increase moderately in the
December quarter 1995 but by a smaller amount than was expected three months ago
in respect of the Sepltember quarter 1995 (1.1%).

Total vperating expenses for the December quarier 1995 are expected to increase by
2.1 per cent. a similar result to the past two surveys.

Wages are expected to increase by 2.4 per cent for the December quarter 1995 with a
net balance of 71.7 per cent of all businesses expecting wages 10 increase.

Non-wage labor expenses are expecled to increase by 1.6 per cent in the December
quartcr 1995 with a net balance of 61.7 per cent of all businesses expecting these
expenses 10 Increase.

Other operating expenses arc expecled to increase by 2.0 per cent in the December
quarter 1993, displaying the similar stcady growth of previous surveys. A net

balance of 73.1 per cent of all businesses expect an increase during the December
quarter 1995,

Anincrease of 2.9 per cent is cxpected in /mports for the December quarter 1995
with a nct balance of 64.7 per cent of all businesses expecting /mports to increase.
The main increase is expected in the Manufacturing industry (4.2%]).

The increase of 1.7 per cent expected for Fxports for the December quarter 1995
{ollows cxpected growth of 5.2 per cont for the September quarter. Businesses

cxpecting a rise in the December gquarter 1995 outnumber those expecting falls by
approximately 4 to 1.

Tablc 4. Australian Business Expectations - December Quarter 1995, Weighted
Net Balance And Expected Aggregate Change

{Not sexsonally ndjusted)
Proportion of businesses expecting -
Expected
Business Neo . Net aggregale
performance mdicators Change fncreases  Liecreases hatance change
Yo % % %o %o
Trading performance
Sales 13.4 80.2 6.3 739 33
Selling prices 225 70.5 71 634 1.8
P'rofit 8.8 67.5 237 438 151
Investment
Capital expenditure 27.2 018 11.0 309 1.0
Stocks 49.7 312 192 12.0 0.6
Employment (il time equivalenty 43 4 428 138 28.9 0.6
Operating Expenses
Wages 136 7%.0 73 .7 24
Non-wage labour 23.6 69.1 7.4 61.7 1.6
Other 13.0 80.1 7.0 731 2.0
Total n.a h.&. na. na. 21
International Trade
Imports 25.7 67.5 2.8 64.7 29
Exports 281 5717 14.2 435 1.7

_ Page 7



DETAILED RESULTS - SIZE OF BUSINESS

SHORT TERM OUTLOOK

Trading Performance
Sales

Selling prices
Profit

Investment

Employmeni

(Full-time equivalent}

Operating Expenses

International Trade

Expected change for the March quarter 1995 compared with the December
gquarter 194

Modcst increases are expecicd by both small businesses (0.3%) and medium
businesses {(.6%). Large businesses arc expecting a decrcase of 2.0 per cent.
largely due to the decrease expected in the Retail industry (10.0%).

Businesses of all sizcs arc expecting a small increase in Selling prices..

Businesses of all sizes expect a decline in Profir, with large businesses (-13.1%)
expecting the biggesi fall. The decline in Profit is tikely to be influenced by normal
seasonal pattcrms.

Businesses of all sizes are expecting an incrcase in Capital expenditure with small
(2.0%) and medium (1.9%) predicting marginally more growth than large
businesses {(1.4%).

Stocks are Cquclcd to increasce in large (1.3%) businesses bul decline in smailt
{-1.6%) and medium (-0.4%) businesses.

Both small ((0.1%) and medium ((0.2%) businesses expect a marginal increase in

Jull-time equivalent ewmployment.  Large business cxpect a decrease of 0.6 per cent.

A normal scasonal reduction in the Retail industry has impacted on the result.

I[ncrcases in Yotaf nperating expenses are expected by small businesscs (0.7%) and
medium businesses ((0.8%). A small decreasc is cxpected by large businesses
(-0.4%).

Medium businesses are expecting the biggest increase in Hages (1.4%) whilc small
businesses expect the largest increase in Nor-wage labour expenses ((0.9%).

Medium businesses (-0.4%) expect a small decrease in fmports while both large
(0.8%) and small (0.6%) businesses expect a slight increase.

Only medium businesses (6.4%) expect Exports to increase while smakll businesses
expect a {all of 1.2 per cent and large businesses do not expect any change.

Table 5. Australian Business Expectations - March Quarter 1995 compared
with December Quarter 1994, Expected Aggregate Change, by Size of Business

{Not seasonally adjusted}
Busfnesy
performance Al
indicators Small Medium Large busmess
%a %o %o %
Trading performance
Sales 03 0.6 =20 -(.5
Selling prices 0.5 0.4 0.8 .6
Profit -35 6.1 -13.1 1.7
Investment
Capital expenditure 2.0 1.9 1.4 1.5
Stocks -1.6 0.4 1.3 0.6
Employment (Fuif time equivalent) (.1 02 -0.6 -0.3
Operating Expenses
Wages i1 1.4 0.3 0.7
Nor-wage labour 0.9 (14 0.3 0.0
Other .5 0.7 0.6 0.3
Total 0.7 0.8 -0.4 0.1
International Trade
Imports .6 -0.4 0.8 0.7

Exports -1.2 6.4 0.0 0.6




DETAILED RESULTS - SIZE OF BUSINESS

MEDIUM TERM OUTLOOK

Trading Performance

Sales

Profit

Investment

Employment
(Fuli-time equivalent)

Operating Expenses

International Trade

Expected change for the December quarter 1995 compared with the December
quarter 1994

Businesses of all sizcs are expecting growth in Sales of goods and services (3.3%)
with large businesses (4.3%) cxpecting the greatest increase. The overall increase is
dampened to some extent by the moderate increasc expected by small businesses
(1.7%).

Profit is expected to increase only moderately for small businesses (2.5%). However
the 28.4 per cent increase expected in large busincsses coupled with the increase of

8.4 per cont for medium businesses results in an expected increase of 15.1 per cent
for all businesses.

Small (2.4%) and medium (2.0%) businesses arc forccasting moderate growth in
Capital expenditure but large businesses arc predicting a marginal fall (-0.2%).
Some minor stock building is expected in all businesses.

Businesses of all stzcs expect a moderate increase in full-time equivalent
employment. continuing the trend shown in the previous two surveys.

Large busincsses are expecting the largest increase in all of the component expense
items. with the most signilicant cxpected growth being in Wages (2.9%).

Medium busincsses (5.0%) expect the largest increase in /mports with significant
contributors to this result being the Manufacturing (5.1%) and Wholesale (5.4%)
industrics. Large (2.6%) and small (1.2%) businesses are expecting more
restrained growth.

Medium businesscs arc expecting an increase in Exports of 4.1 per cent, largely duc
to growth in the Manufacturing industry (4.4%). Small (1.6%) and large (1.2%)
busincsscs arc expecting moderate growth in Zxports.

Table 6. Australian Business Expectations - December Quarter 1995 compared
with December Quarter 1994, Expected Aggregate Change, by Size of Business

(Not seasonally adjustedj
Business
performearce Al
indicators Smafl Medium Large business
% % % %
Trading performance
Sales 1.7 ig 43 33
Sclling prices 1.5 1.4 2.1 18
Profit 25 8.4 284 151
Investment
Capital expenditure 24 20 0.2 1.0
Stocks 0.1 1.1 1.0 0.6
Employment (Fufl time egrivalent) 0.6 0.3 0.7 0.6
Operating Expenses
Wages 1.6 27 29 24
Non-wage labour [ 1.6 2.1 1.6
Other 1.7 1.8 2.3 2.0
Total 1.6 1.9 23 2.1
International Trade
Imports 1.2 5.0 26 29
Exports l.e 4.1 12 £7

Page 9



DETAILED RESULTS - INDUSTRIES

SHORT TERM QUTLOOK

Sales of goods and
services -0.5%

Capital expenditure +1.5%

Expected change for the March guarter 1995 compared with the December
guarter 1994

Consistent with normal seasonal paticrns most industrics are expecting sales
to decrease. with the most significant being Retail (-2.2%).

Salcs increases are expected in three industries with the most significant
being Finance and Insurance (2.7%)

CHART 1. MAIN INDUSTRY C'OMPARISONS
SALES OF GOODS AND SERVICES
SHORT TERM OLTLOOK
March quarter 199%

Mining [ 2
Manufacturing [
Electidoity. Gas & Water L
Construction .
Wholcsale .
Retaijl L3
Accommoedation. Cales & Restaurants -
leanspert. Storage & Communicatien L4
Finance & [nsurance | oeeeees [
Property & Business Services : ®
All [ndustries -

percentage movement

Capital expenditure is cxpected to fall in Wholesale (-4.3%) and Electricity,
gas and water {(-0.2%). An increase is expected in all other industries with
the largest growth being in Accommodation, cafes and restaurants (3.4%) and
Mining {2.4%).

Capital expenditure is expected to increase for this quarter in contrast to the
normally strong downward trend recorded for actual Cipiial expenditure in
thc March quarter in previous years.

CHART 2. MAIN INDUSTRY COMPARISONS
CAPITAL EXPENDITURE
SHORT TERM OUTLOOK
March quarter 1995

' 1 1 PR

Mining : ]
Manutacturing ' ------- -
Electricity, Gias & Water - L
Construction )
Whalesale [ 3
Retait i
Accommodation. (afes & Restaurants : ]
Transport, Storage & Communication | :
Finance & Insutancc
Property & Business Services ! L
All Industries

O N
-2 0 2
percentage movement

'

[r—
1

S



DETAILED RESULTS - INDUSTRIES

SHORT TERM OUTLOOK

{Continued)

Profit -7.7%

Employment -0,3%
(Fuli-time equivalent)

Consistent with normal scasonal patterns, Profit is expected to decrcase in most
industries with the largest decrease in Transport, storage and communication
(-19.8%) and Retail (-16.3%). Only Finance and insurance (8.1%) and
Mining (2.4%) expect an increase.

CHART 3. MAIN INDUSTRY COMPARISONS
PROFIT
SHORT TERM OLTLOOK
March quarter 1995

Mining [ ]
Manufacturing [
Electricity. Gas & Waler ® -
Construction ® -
W holcsale L

. Retail . ceee e e
Accommadation, (Cafes & Reslauranis [

Transpont. Storage & Communication (@ ------ ..o

Finance & Insurance -
Property & Business Services . i
All industries L 2

-2 -10 0 10
percentage movement

Businesses in all industrics except Mining {no change). Accommodation.
cafes and restaurants (0.1%) and Property and business services (0.3%) expect
1o reduce their full-time equivalent emplovment. For a number of industries
the fali may be a reflection of normal scasonal patterns.

CHART 4. MAIN INDUSTRY COMPARISONS
EMPLOYMENT
SHORT TERM OUTLOOK
March quarier 1995

1
Mining .
Manufacturing L 2 i
Electricity, Gas & Water ®*- - .
Construction [ Ce e
‘Wholesale o
Retail | & - -
Accommodation, Cafes & Restaurants E
Transport, Storagr & Communication * !
Finance & Insurance L
Property & Busincss Scrvices L
All [ndustzies [
T T T T : T
-3 -2 -1 o 1

percentage movement
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DETAILED RESULTS - INDUSTRIES

MEDIUM TERM QUTLOOK

Sales of Goods and
Services +3.3%

Capital Expenditure +1.0%

Page 12

Expected change for the December quarter 1995 compared with the December
quarter 1994

. All industries are expecting growth in the medinm term with Transport,
storage and communication (14.0% ) rcporting the largest increase.

CHART 5. MAIN INDUSTRY COMPARISONS
SALES OF GOODS AND SERVICES
MEDIUM TERM OUTLOOK
December guarter 1995

= . . .
Mining | - @
Manufacturing . -
Eleciricity, Gas & Water ]
Construction : @
Wholesale 1 4
Retail [ ]
Accommodation, Cales & Restaurants | - @

Transport. Storage & Communication | -- R R

Finance & lnsurance . ]
Property & Rusiness Scrvices i
All Industries | L ]

(t s 10 15
percentage movement

. Most industries expect increascs in Capitaf expenditure over the medium term

with Electricity. gas and water expecting the greatest rise of 6.1 per cent.

- A substantial decline in Transport. storage and communication (-9.0%%) s

expected in the medium term,

CHART 6. MAIN INDUSTRY COMPARISONS
CAPITAL EXPENDITURE
MEDIUM TERM OUTLOOK
December quarter 1995

1 . 0 L
Mining [ 2

Munufacturing | L
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All Industries [ ]
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DETAILED RESULTS - INDUSTRIES

MEDILUM TERM OQUTLOOK
(Continved)
Profit +15.1%

Employment HL6%0
tFull-time equivafent)

Profit increascs arc expected in all industries except Construction (-6.8%).

The Transport, storage and communication industry is cxpecting a large

increase of 81.7 per cent,

CHART 7. MAIN INDUSTRY COMPARISONS
PROFIT
MEDIUM TERM OUTLOOK
December quarter 1995
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percentage movement

Most industries are expecting a moderate increase in fill-time equivalent
employment with Transport. storage and communication expecting the largest

growih of 2.7 per cent.

Electricity, gas and water (-2.0%). Mining (-1.4%), Construction (-0.3%) and

Finance and insurance (-0.3%) expect to reduce employment.

CHART 8. MAIN INDUSTRY COMPARISONS
EMPLOYMENT
MEDIUM TERM OUTLOOK
December quarter 1995
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DETAILED RESULTS - STATE

STATE PERSPECTIVE

Short and medium term expected change in business performance indicators by State
arc both difficult to compile and subject 10 a greater degree of estimation than the
Australian cstimates. This is because of the difficultics which muiti-Stalc businesses
face in providing separate expectations responses for each State scgment of the
business. and becausc of the smaller number of businesscs contributing to the State
estimalcs.

The following table shows the distribution by Statc and Territory of the head office of

businesses selected in the survey sample. Some businesses operate in more than ong
State.

Table 7. Proportion of Businesses Selected by State and Territory, Australia

March Quarter 1995
%
New South Walcs 382
Victoria 28.2
Quecensland 13.5
South Australia 6.8
Western Australia 9.2
Tasmania 1.8
Northern Territory _ 0.9
Australian Capital Territory 1.4
Australia 100

To derive results for each State and Territory. the ABS has apportioned the national
expectation of busincss aclivily Lo each State in which the businesscs operate. This
means that the overall performance in percentage terms, of the business activity for a

reporting business, is used for each State within which the reporting business
operates.

For all businesscs which only operate in a single State the responscs are directly
attribuicd to that Statc. For those businesses which do not indicate State busincss
activity the responses are attributed to the State within which the business resides.

The following results refate to the Sales of goods and services. Other performance
indicators for individual States and Territories may be made available as
unpublished data or as a special data service.

Because of the greater degree of estimation and the associated larger variances. the
State estimates should be interpreted with care.

The State dissection of ¢xpectations data is derived from informalion supplied by
respondents about their current busincss activity. Business activity. as defined for
BES. is the State of production for manufacturers. Statc of sales for retailers where
they maintain a retail presence, and Finance and Service businesses report on their
business activity for each State in which they arc based.

In some cascs this may not reflect the changing nature of a business's future activity.
and in a [ow cases the geographical reporting arrangemcnts for a particular business
may not correspond 1o State boundaries.

Caution should be exercised by users of expectations data for State activity because it
is derived from tnformation about the reporting unit's current rather than ¢xpected
State activity.



DETAILED RESULTS - STATE

SHORT TERM QUTLOOK

Expected change for the March quarter 1995 compared with the December

guarte

Ta

r 1994

bie 8. Australian Business Expectations - States and Territories,
Sales of Goods and Services, Short Term Qutlook
(Not scasonally adjusted)

Expected percentoge aggregate change between

States Decaqir {9937 Afar gqrr 1994 Jurte gir 1994 Sept qtr 1994 Dee ger 1994 Mar qr 1995
. ; 4 il and and mnd

and Territories Sept i ;;-33 Dec qir ;333 Mor qir 1995 June qur 1994 Sept qov 1994 Dec gtr .f;;:

% %o % e % %o
Australia 36 -1.4 1.9 1.9 2.3 0.5
New South Wales 28 2.6 1.7 1.8 2.7 -0.3
Victoria 27 -1.2 1.7 2.3 2.2 -0.7
Queenstand 36 -0.7 24 25 22 4.5
South Australia 4.5 -0.9 2.1 2.0 2.2 -1.0
Western Australia 6.8 0.0 2.4 1.5 2.4 -0.8
Tasmama 31 0.2 1.1 13 2.2 1.1
Northem Territory 1.5 -i.4 23 0.4 -1.5 *
Australian Capital Termntory 1.1 0.1 1.6 13 38 -1.3

Businesses in South Australia (-1.0%) and the Ausiralian Capital Territory
{-1.3%) expect a stronger decline in sales compared with the Australian figure
of -0.5 per cent.

Tasmania is expecting a moderate increase of 1.1 per cent.

Results for the Northern Territory have not been released duc to the
unacceptably high standard errors associated with the estimate in this quarter.

CHART 8. STATF ESTIMATES
SALES OF GOODS AND SERVICES
SHORT TERM OUTLOOK
March quarter 1995

Australia e
New Souh Wales .
Yictoria [}
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Percentage movement
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DETAILED RESULTS - STATE

MEDIUM TERM QUTLOOK

Page 16

gquarter 1994

Table 9. Australian Business Expectations - States and Territories,
Sales of Goods and Services, Medium Term Qutlook
(Not seasonally adjusted)

Expected change for the December quarter 1995 compared with the December

Lxpected percentage aggregae change between

States Sept gir 1994 Dec qir 1994 Mar grr 1995 June agtr 1995 Sept gir 1995 Dec qr 1995
- anuf and and mrd m an
and Territories Sept gir 1997 Dee g 1993 Afar qtr 1994 June gt 1994 Sept qir f‘J&: Frec gir ;99:
% % %a %o % %o
Australia 29 31 KR 33 4.1 3.3
New South Wales 28 1.9 38 3.5 5 3.7
Victoria 213 26 4.4 in 34 37
CQueensland 3.0 35 4. 36 34 2.3
Souili Austraiia 32 59 31 4.1 1% 28
Western Australia 43 27 30 24 7.0 2.7
Tasmania 31 27 2.7 33 24 3.0
Northern Territory 29 1.8 25 26 1.7 *
Australian Capital Territory 15 27 38 6.2 2.3 3.5
. All States and the Australian Capital Territory expect an increase in Safes of
goods and services exceeding 2 per cent.
. Busincsses in New South Wales (3.7%;). Victoria (3.7%) and the Australian

Capital Territory (3.5%} cxpect a slightly larger growth than the Australian
average (3.3%).

* Results for the Northern Territory have not been released due to the
nnacceptably high standard errors associated with the estimate in (his quarter.

CHART 10. STATE ESTTMATES
SALES OF GOODS AND SERVICES

Australia
New South Wales
Victoria

Queensland

South Australia |- - -
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December quarter 1995
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EXPLANATORY NOTES

introduction

Survey methodology

Scope of the survey

* Agriculture

Classification

Business size

Statistical unit

This publication contains estimates of fulurc ¢cconomic activity based on the busingss
expectations of senior cxccutives, managers and proprictors of businesses operating
in Australia. The cstimates have been compiled from data collected by the
Australian Bureau of Statistics (ABS) in its quarterly survey of business
cxpectations.

This is the sixth issue of this scrics and it contains estimates of the expected change
in a range of business indicators for two time periods. The first reports cxpected
change between the March quarter 1995 and the December quarter 1994 and the
second reports expected change between the December quarter 1993 and the
December quarter 1994,

The survey is conducted by mail cach quarter.

It is based on a stratified random sample of approximately 3.000 businesses selected
from the ABS's annual Economic Activity Survey (EAS). EAS in turn derives its
survey population from the ABS central register of business units.

The sample is stratificd by industry, sector (private and government business) and
sizc of business {measured by numbcr of employees).

The sample is supplemented by a further sample of businesses which have been
added to the ABS busincss register since the original EAS sample was selected. This
cnsures that the expectations of rclatively new businesscs are taken into account in
the overall estimates.

The statistics in this publication relate to employing businesses in all industries and
sectors ol the Australian economy except:

. Agriculture*
. General Government

Data related to intended crop plantings and sheep matings are collected by the ABS
and published in catalogue 7221.0 and 7330.0 (final) publications from the
Agriculiure Census.

The Australian Bureau of Agricultural and Resource Economics (ABARE) publishes
tts forccasts for specific commodities and for the Agriculture industry generally, as
part of the annuat Outlook conference in February each year. ABARE updates these
forceasts in its quarterly publication " Australian Commaoditics - Forecasts and
Issues”.

Each statistical unit sclected in the survey is classified to an industry, according to
the Australian and New Zcaland Standard Industrial Classification (ANZSIC).

Data presented in this publication is classified by (hree business sizes -

. small (gencrally less than 20 employecs. except for manufacturers where it is
less than 100)

. medium (generally between 20 and 100 employees, except for manufacturers
where 1t 1s 100 to 599 cmployvees)

. large (over 100 employees. except for manufacturers where it is 600 or more
employees).

The statistical unit used in the Business Expectations Survey is the management unit.
The management unit is the highest level accounting unit within a busingss for
which sub-annual accounts are maintained, having regard for industry homogeneity.

In nearly all cases the management unit coincides with the legal entity owning the
business (i.¢. company. partnership, trust, sole proprictor, ctc.).

In the casc of large diversified businesses, however, there may be more than one
management unit. each coinciding with a "division” or "line of business".



EXPLANATORY NOTES

Business performanee indicators

*Employment (Full-time eguivalent)

Simple and Weighted
Net Balance

Expected agpgregate change

Comparison of results

Reliability of estimates

Sampling error

The survey uscs a set of well recognised cconomic trading indicators in measuring
future trading activity. These indicators are: Sales of goods and services, sclling
prices. expenscs, cmployment*. cte. Sec Description of terms below for details.

The survey asks for paid persons working. Full-time equivalent employment is not a
usual definition of employment as used by the ABS. It would be incorrect to assume
a direct comparison with labour force or other ABS employment statistics, for
instance.

The simple net batance for a selected indicator is estimated by subtracting the
percentage of respondents predicting a 'fail’ [rom the percentage of respondents
expecting a 'rise’.

The net balance is a qualifative statistic best suited to indicating the sentiment of
businesses about future business conditions. and measures the net proportion of
businesses predicting a rise or fall in future business conditions.

The weighted net balance is estimated by weighting the surveved direction of change
for each unit by its benchmark level responsc for the equivalent variable in the
Economic Activity Survey.

Weighting the responses cnables larger businesscs to have an influence upon the net
balance proportional to the level of their expenditure. employment size. etc.
Movements in the weighicd net balance indicatc the nct proportion of business
activity predicting a rise or fall in future business conditions.

The expected aggregate change measures the forecasiced percentage change in the
level of a particular indicator. 1t is cstimated by weighting the expected percentage
change reporicd by respondents to the survey by their proportion of aggregatc sales,
expenditurc. employment. etc. in the cconomy. as measured from the benchmark
¢stimate in the Economy Wide Survey.

The weighted aggregate estimate ol a particular indicator. combined with an
estimated level. can be used to quantify 1ts future movement.

The weighted net balance and expected aggregate change are complernentary
measures which, in combination. give a broad indication of future business
conditions. [t is possible to obtain cstimates in opposite directions for the net
balance and weighted aggregatc change estimates.

The weighted net balance provide a gualitative measure of the proportion of
businesses predicting the direction of change in future business conditions. The
expected aggregate change. however. provides a guantitative measure predicting the
magnitude of changc in a sclected variable.

The cxpectled aggregate change estimates are designed to measure the change to each
business performance indicator, according to businesses’ expectations. Naturally. the
predictive power of the weighted aggregate estimates depends on the predictive
ability of individual businesses.

All of the estimates in this publication are subject to:

. sampling error
. non-sampling error
. benchmark bias

Sampling crror is due to the use of a sampic rather than a complete enumeration; that
is. the estimates differ from the values that would have been obtained if all units were
surveved. A measure of the likely difference is given by the standard error, which
indicates the extent to which an ¢stimate might have varied by chance because only a
sample of units was included. There are about two chances in three that the
difference will be within one standard error. and about nineteen chances in twenty
that the difference will be within two standard errors.



EXPLANATORY NOTES

Reliability of estimates
(continued)

Non-sampling error

Benchmark bias

The table below provides standard crrors for some of the main estimates of this
publication. As an cxample of how the standard errors can be interpreted. given that
the short term expeclation for Sales of goods and services for Australia is -0.5 per
cent with a standard crror of 0.17. there would be two chances in three that the true
value would be within the range -0.67 per cent and -0.33 per cent. and 95%
probability that it would be within the range -0.84 per cent 10 -0.16 per cent..

Standard Errors of Key Estimates

March Quarter 1995, Short Term Expectation, Australia

Business performarnce Survey Standard
indicator estimate erroy
Sales 1.5 0.17
Selling prices 0.6 .18
Profit =77 .05
Capital expenditure 1.5 0.17
Stocks 0.6 0.36
Employment -0.3 0.12
Wage costs 0.7 0.10
Imports 0.7 0.13
Exports 0.6 0.19

All other inaccuracies are referred to collectively as non-sampling error. The major
potential sources of such errors are:

o non-response
s mis-reporting of data by respondents
. deficiency in the central register of economic units, particularly in respect of

small units

Every effort is made to reduce the non-sampling error to a minimum by careful
design of questionnaires and efficient editing and operating procedures.

The expected aggregate change is designed to reflect business expectations for each
business performance indicator. as accurately as possible. Howcevcer, while the
estimates shouid be appropriate measures of busincss climate. the expectations may
not predict actual movements accurately. Busincsscs may be too optimistic or
pessimistic in their predictions at different times.

In addition, actual mevements would be partly comprised of activity of relatively
recently formed businesses. and businesses which are formed during the expectations
reference period which are not immediatcly represented in BES becaunse they would
nol have been included on the ABS's central register of economic units. Allowance
is made in some other ABS series for coverage deficiencics relating to newly formed
businesses, but no allowance for this is made in BES.

Estimating changes 1o the aggregate economic indicators requires businesses to be
weighted. or benchmarked. by their relative contribution to each business
performance indicator. ABS historicat data for individual businesses is used for this
purpose, where possible. This process introduces a benchmark bias because the
historical data may be inaccurate for the current quarter. Benchmark bias cannot be
measured from the data. However, the likely extent of bias has been estimated using
other ABS data. Every cffori has been made to minimise this bias, including the use
of modelling techniques to improve benchmarks.

Page 19



DESCRIPTION OF TERMS

Siles of goods and services

Selling prices

Total wage expenses

Non-wage labour expenses

All other operating expenses

Total operating expenses

Closing stocks

Paid persons working

Imports

Exports

Capital expenditure

Page 20

The expecicd change in the sale of goods or the provision of services by a business. in
terms of value.

Financial institutions report on the expected change in gross interest income plus
fees and commissions.

Non-profit or charitable organisations report on the expected change in fees received
for scrvices, donations from the public and government granis and subsidies.

The cxpected change in the unit price of goods sold or services provided by the
business. Where a business sells a range of products or services a representative
product or service is uscd.

Financial institutions rcport on interest ratcs. services and commissions charged.

The benchmark for weighting the selling prices response is derived from associating
selling prices with total cxpenses.

The expected change in the total amount of direct wage and salaries paid to
employees.

The expecled change in the total amount of cmp]oymém related expenses not paid
dircctly to employees.

Some of these expenscs are payroll tax. workers' compensation premiums or
paymenis, and supcrannuation.

The expected change in the 1o1al amount of all expenses which are not ciassified as
fabour expensces.

Somc of Lhese expenses are overhcads. advertising. raw materials and packaging and
handling.

This 1s a derived estimate from the weighted response for the total of wage. non-wage
labour and all other cxpenses.

The expected change in the book value of closing stocks between the end of the
colicction quarter and the ends of the reference periods.

The expected change in thc number of paid persons working. Where part time or
casual employees are involved. cmployers are requesied 1o convert to a Full-time
equivalent basis. It should be noted that other ABS scries which provide data on
employed persons do not use a full-time cquivalent measure.

The cxpected change in the value of all goods and services imported directly by a
busingss.

The benchmark for weighting the import response is derived from associating the
currcnt percentage of imports to 4/f other expenses, and using that propertion of the
Adl other expenses henchmark as the imports benchmark.

The expected change in the valuce of all goods and scrvices exported dircctly by a
business.

The benchmark for weighting the export responsc is detived from associating the
current percentage ol exports 1o the Sales of goods and services, and using that
proportion of the Safes of goods and services benchmark as the exports benchmark.

It should be noted that BES has been designed 10 provide high quality estimates of
business ¢xpeclations covenng a wide range of business performance indicators.
Businesses selected in the survey can generally provide expectations on the majority
of the business performance indicators. However. this is not the case for imports and
exports where oniy a subset of sclected businesses are invoived in importing or
exporting. Accordingly. caution should be exercised when interpreting expectlations
in respect of imports and cxports.

The expected changc in the value of capitai expenditure on new tangible assets.

Capital cxpenditure is generally classed in two categories, Plant machinery and
equipment and Buildings.

The proportion of tolal capital expenditurc on Plant, machinerv and equipment is
collected and the amount to be expended on Buildings is derived.



DESCRIPTION OF TERMS

Profit

State Information

Reference Periods

Symbols and other usages

Profit is a derived item based on the present trading performance of a business and
the expected changes to the level of Sales of goods and services and the sum of all
expensc items.

The differcnce between the new benchmarks for the sales of goods and services and
the sum of all cxpenses items (the sum of Total wage expense, Non-wage labour
expense and All other operating expenses) as determined by the responses received,
the Economic Activity Survey benchmarks for those items and an indicator of
present trading performance (cost/sales ratio) arc used to determine the expected
change in profit for the reference periods.

Because of reporting difficulties expericnced with the cost/sales ratios. caution
should be cxcreised in interpreting profit expectations data.

Statc information has been derived for businesses in the survey which operate in
more than one State.

This has been achicved by

1) applying a weight (the proportion of a busingss's economic activity undertaken in
cach State) to the benchmarks for that business to arrive at up to eight different
benchmarks for cach business performance indicator.

2) applying the overall percentage change in the business performance indicators
obtaincd from the survey to each of the Staie benchmarks for each business
performance indicator.

There are two reference periods surveyed each guarter:

Short term {for example. if the current quarter is December 1994 then the quarter
being surveved is March 1995) .

Medium term {for example. if the current quarter is December 1994, then the quarter
being sunveyed is December 1995)

.0 nil or rounded to zero
n.a. not available for publication.
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UNPUBLISHED DATA

Available Data

Size of business

Industry

State information

Net balance

More Information
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The amount of data collected from the survey of Australian Business Expectations is
much greater than the data contained in this publication.

Subject to the ABS provisions for maintaining the confidentiality of respondents and
their information. more detailed information by industry and size of business may be
made available on request.

The size of business is based on cmployment. Additional data can be estimated for
the following siz¢ ranges:

hd less than 5 employccs

o less than 20 employvees

. 20 and less than 100 employees

- less than 100 employees i

. 100 and less than 600 employecs

. 100 and greater employees

. 600 and greater cmployees

. small (generally less than 20 emplovees except for manufacturing which is

- less than 100)

» medium (generally 20 1o less than 100 employees except for manufacturing
which is 100 to less than 600)

. large {gencraliy 100 and greater employees except for manufacturing which is
600 and greater)

Industry is classified according 10 ANZSIC and is detailed at the 1 and 2 digit level.
. 15 industries catcgorised at the 1 digit ANZSIC level.

. 47 industries categorised at the 2 digit ANZSIC level

. uscr defined indusiry groups such as "service industries”, based on
combinations of ANZSIC categores.

State information has been derived from the business activity conducted by business
in cach State. Where sufficient information is available to provide satisfactory
estimates, data may be made available at the same level of detail as that for
Australia. Staie information is subject ta a greater degree of variance than the
Australia data.

A weighted net balance for industries and size of business can be produced as a
special data service.

For more information pleasc contact the officer named at the front of this publication
or wrilc to:

The Assistant Director
Business Expectations Survey
Australian Bureau of Statistics
PO Box 10

Belconnen ACT 2616






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 at all ABS Offices (see below for contact details).

Information Consultancy Service

Information tailored to special needs of clients can be obtained from the Information
Consultancy Service available at ABS Offices (see Information Inquiries below for
contact details).

National Dial-a-Statistic Line
0055 86 400

{Steagycom PiL: premium rate 25¢/21.4 secs.}

This number gives 24-hour access, 365 days a year, for a range of statistics.

Electronic Data Services

A large range of data is available via on-ling services, diskette, magnetic tape. tape
cartridge and CD ROM. For more details about these electronic data services.
contact any ABS Office (see below).

Bookshops and Subscriptions

There is a large number of ABS publications avaifable from ABS bookshops (see
below Bookshop Sales for contact details). The ABS also provides a subscription
servica through which nominated publications are supplied by mail on a regular basis
{telephone Subscription Service toll free on 008 02 0608 Australia wide).

Sales and Inquiries

Regional Offices Information Inquiries Bookshop Sales

SYDNEY (02) 268 4611 268 4620
MELBOURNE (03) 815 7000 615 7829
BRISBANE  (07) 222 6351 222 6350
PERTH (09) 360 5140 360 5307
ADELAIDE  (08) 237 7100 237 7582
HOBART (002) 20 5800 20 5800
CANBERRA  (06) 207 0326 207 0326
DARWIN (089) 43 2111 43 2111
National Office
ACT (06) 252 6007 008 020 608
ABS Email Addresses

Keylink STAT INFO/ABS

X.400 (C:AU.A:TELMEMO O:ABS SN:INFO,FN:STAT)

Internet STAT.INFO@ABS. TELEMEMO.AU

%<

Information Services, ABS, PO Box 10, Belconnen ACT 2616
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