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ABOUT THIS SURVEY

This publication presents the results of the quarterly Ausiralian Business
Expectations survey which has been developed in response to a need for better
information about future trading conditions in Australia. The latest survey was
conducted during August 1994

The Business Expectations Survey is the largest 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 mecasurc of expected change (a weighted aggregate) for a range of
business performance indicators.

The survey is conducted by mail each quarter. The results from this survey relate to
expeclations in respect of the December guarter 1994 and the September quarter
1995 compared with the Scptember quarter 1994, In addition (o producing a
qualitative indicator and a quantitative measure. it has the following features:

N 3.000 representative Australian busincsses sampled.

. businesses of all sizcs are fully represented;

. all industries except Agriculture* and General Government are represented;
. all Staics and Territories are represented;

. ~ responses are weighted with respect to the size of the reporting busincss:

. results are produced in respect of both a short term expectation (next quaricr

compared with current quarter) and a medium term expectation {cquivalent
quarter next vear compared with current quarter).

This means that the results can be uscd quantitarively for lorecasting future levels of
cconomic activity and providing carly warnings about turning points in the cconomy.

The statistical measurc used in the Business Expectations Survey is the expected
fpercentage) aggregate change In comparison with the actual level of a previous
cquivalent period.

Benchmark (or base level) information is obtained from the ABS's annual Economic
Activity Survey (EAS). It is used to weight individual business responses and 1o
provide the mcans whereby percentage responses from different businesses can be
aggregated. Results from the EAS are published in Business Operations and
fndustry Performance 1992-93 (8130.0).

An information papcr which provides an outiine and methodology of the survey is
available on request. The next survey results are expected to be published in earty
January 1993

* sec the explanatory note on page 17 regarding the agriculiure sector
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INTRODUCTION TO RESULTS
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Surveys of business expectations have been a feature of the economic forccasting
intelligence available to decision makers in Australia for many years. The main
output from these surveys has been a qualitative indicator which provides the net
proportion of businesses expecting a rise or fall in futurc business conditions.

The ABS recogniscs that the simple net balance indicalor is a powerful indicator of
business sentiment about futurc business conditions. Howevcr, it considers that such
indicators sulfer from the limitation of being bascd on responses which are
unweighted with respect to the sizc of the business. This means that each reporting
business is given an equal weight in the overall result.

As an alternative to the nct balance approach. the ABS produces both a weighted net
balance indicator and a weighted measure of expecied (percentage) aggregate
change. The weighted net balance is calculaied by assigning a weight to each
selected business according 1o its relative economic contribution based on level of
sales, expenditure, employment. etc.

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

NET PROPORTION OF BUSINESSES EXPECTING AN INCREASE OR
DECREASE, SEPTEMBER QUARTER 1994

Simple Net Balance  Weighted Net Balance Weighted aggregate
g g % hied aggreg:
Sales 468 428 2.3
Wage Costs 471 451 1.5
Employment 210 21.7 0.5

That is, for the December quarter 1994 a positive simple net balance of 46.8 per cent
of businesses expect an increase in sales. The slightly lower weighted net balance of
42.8 per cent tends 1o indicate that large businesscs are having a very small effect on
the level of sales. In previous quarters the cffect of large businesses on performance
indicators has been more pronounced. however this quartcrs expectations have been
similar for businesses of all sizcs as can be seen by the closeness of the simple net
balance and the weighied net balance.

The expected aggregate change measure is calculated by deriving the weighted
averages of the responscs provided by businesscs. Tables 1 and 3 present data for the
expected aggregate change for five quarters of the survey and Tables 2 and 4 include
both the weighted net balance and the expected aggregate change. The 42.8 per cent
positive weighted net balance of businesses expecting sales to increase in the
December quarter 1994 translates to an expected aggregate increasc of 2.3 per cent,

The net balance is, therefore, more in the nature of an indicator of business
confidence whilc the expected aggregate change measure 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 seasonal influences or for price vaniations which may occur between the current
peniod and the expectations periods.

Caution should be exercised in comparing the results across quarters as seasonal
influences may outweigh changes in ¢cconomic conditions.

It will be at least five years until this survey will have sufficient data (five vears of
each quarter's data) to allow a reliable seasonally adjusted scries to be cstimated.
However, with survey results now available for five quarters the opportunity is
available 1o analysc, largely free of seasonal influcnces, 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
observations for the medium term outlook, where comparisons are made between the
currcnt quarter and the same calendar quarier of the next year,

The size of a business has been determined by the amount of employment of each
business, and the industry 1o which that business is classified.

PROPORTION OF BUSINESSES SELECTED BY SIZE WITHIN
AUSTRALIA, SEPTEMBER QUARTER 1994

Small Aedrum Large Al business
% % % %
Australia 44.1 20.0 ELR 104

The actual data used by BES to benchmark data items is historical and becomes

mcreasingly out of date as the number of (he surveys increase. In May of each vear a
new sample is selected and new benchmarks introduced.
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KEY RESULTS

SHORT TERM OUTLOOK Expected change for the December quarter 1994 compared with the September
quarter 1994

Seasonality Caution should be ¢xercised when interpreting movements in business performance
indicators within each survey and across successive surveys because the data are
presented in original {erms and any inherent seasonal influences in the data are not
currently measurable.

Expected changes in economic activity reported in this publication in and across the
September and Decernber quarter periods may be the result of seasonal influences in
addition o any underlying movement in trading performance.

Table 1. Australian Business Expectations - Short Term Qutlook

(Not seasonally adjusted)

Fxpected percentage aggregale change between

Business Trec gir 1993 Mar gir 1994 June gir 1902 Sept gir !OO-;‘ Dec gir 1994
performance mdicators ard and and and and

Sept qre 1293 Dwc qtr 1993 Margrr 1994 e qir 1904 Sept qir 1994

I%} % [}/l} % n/li
Trading performance
Sales 36 -1.4 19 1.9 2.3
Selling prices 0.0 0.4 0.5 0.4 0.6
Profit 5.0 -19.6 4.4 8.0 10.6
Investment
Capital expenditure 1.1 -1.2 42 25 7.7
Stocks -1.2 0.7 .1 1.0 0.0
Employment (Ful} time equivaleny -08 -1.1 0.2 (.1 0.5
Operating Expenses
Wages 08 0.5 1.1 1.2 1.5
Non-wage labour 0.5 {15 1.0 0.9 1.1
Other 1.7 0.3 1.3 1.0 13
Total 1.5 03 1.3 1.0 1.3
International Trade
Imports -1.0 -1.7 1.6 24 0.9
N Exports 1.3 11 1.3 0.1 2.2
Trading Performance
Sales Sales of govds and services are expected to increase by 2.3 per cent for the December

quarter 1994 comparcd with the September quarter. This is an increase on the 1.9
per cent expected for the previous quarter. but is lower than the increasc expected for
the December quarter 1993,

Selling prices Businesses are expecting to raise their prices by 0.6 per cent in the December quarter
1994, similar to the increascs expected for the three previous quarters. This small
increase 1n selling prices may be influenced by the decrease in prices expected in the
Construction, Wholesale and Elcctricity, gas and water industrics.

Profit A further increase in profit, of 10.6 per cent, is expected for the December quarier
1994, more than double the increase e¢xpected for the same quarter of 1993,
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KEY RESULTS

SHORT TERM OUTLOOK
(Continued)

Investment

Capital expenditure

Stocks

Employment
fluli-time equivalent

Operating Expenses

International Trade

Imports

Exports

Busincsses are expecting 10 increase their Capital expenditure by 7.7 per cent in the
Deccember quarter 1994, This is three times the increase expected for the previous
quarter and reflects a major positive change in business expectations compared with
those of 12 months ago.

Businesses are not expecting to further increasc their Stock levels in the December
quarter 1994 following the strong build up of stocks expected in the September
quaitcr.

Fuli-time equivalent employment is cxpected to increase in the December

quartcr 1994 by 0.5 per cent. This incrcase compares with the negligible 0.1 per
cent decrease expected for the previous quarter. Most of the increase in employment
is expected in the Transport, storage and communication, Construction and Retail
industries.

Wage and Non-wage labour expenses arc cxpected to increase in the December
quarter 1994 at a faster ratc than for the December quarter 1993 but increases in
toral operating expenses arc expected to be lower than those expected 12 months
ago.

The seasonality (or imports and exports between the September and December

quarlers has been volalilc over time. /mports have displayed a positive trend while
Exports have been showing a ncgative change.

The .9 per cent increase in /mports for the December quarter 1994 comparcs with
the 2.4 per cent increase expected in the September quarter 1994 and a decline of |
per cent for the December quarter 1993

Exports are expecled to increase by a weighied aggregate change of 2.2 per cent in
the December quarter 1994 compared with the decrease of 6.1 per cenl expected in
the September quarter 1994

Table 2. Australian Business Expectations - December Quarter 1994, Weighted
Net Balance And Expected Aggregate Change

{Not seasonally adjusted)
Proportion of businesses expecting
Expected
Ne Net  aggregate
Business Change  Increases Decreases  balance change
perfarmance indicators % % % % %
Trading performance
Salcs 380 524 9.6 428 2.3
Selling priccs 59.5 340 6.5 275 0.6
Profit 131 54.8 321 227 10.6
Investment
Capital expenditure 394 524 8.2 442 7.7
Stocks 46.4 33 223 9.0 0.0
Employment (#uli- time equrvalent) 51.9 349 13.2 21.7 0.5
Operating Expenses
Wages 337 35.7 10.6 451 1.5
Non-wage labour 42.8 46.8 10.4 36.4 1.1
Other il.2 59.0 9.8 492 13
Tolal n.a. n.a. n.a. n.a. 1.3
International Trade
[mports 43.1 381 18.8 19.3 0.9
Exports 324 473 20.3 27.0 2.2
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KEY RESULTS

MEDIUM TERM OUTLOOK

Seasonality

Trading Performance

Sales
Selling prices

Profit

Investment

Capital expenditure

Page 6 .

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

For the medium term, comparisons arc madc between the same calendar quarter
twelve months apart and it is unlikely that business expectations will be affected by
seasonal influences.

Table 3. Australian Business Expectations - Medium Term QOutlook
(INot seasonally adjusted)

Fxpected percentage aggregate change between

Business Sepiqir 1994 Decqir 1994 Margir 1995 Jume gir 1995 Septqor 1995
performance indicators and and and angd and
Sepi gir 1993 Dec gir 1993 Mar qir 1894 June qiv ) 904 Sept gir 1994

% % % % %

Trading performance

Sales 2.9 3.1 39 33 4.1

Selling prices 16 1.3 1.3 1.5 2.1

Profit 68 178 204 1.7 209
Investment

Capital expendilurce 1.5 -0.2 0.1 2.8 15.7

Stocks 03 02 0.1 1.4 0.6
Employment (Fu!l- tme equivaient) -0.9 005 0.1 0.3 1.1
Operating Expenses

Wages 11 1.9 1.8 2.2 31

Non-wage labour 0.0 1.8 1.3 1.8 2.3

Other 25 1.6 17 2.1 2.3

Total 2.3 16 1.7 2.1 2.4
International Trade

Imports 0.0 0.0 06 28 3.1

Exports 26 20 18 2.6 52

Sales of goods and services are cxpected to increase by 4.1 per cent in the September
quarter 1995 after the increase of 3.3 per cent expected for the June quarter 1995,

An increase (2.1%) in Selling prices is expected for the September gquarter 1995
which is higher than increases expected for the four previous quariers.

A particularly strong growth in Profit of 20.9 per cent is expected for the September
quarter 19935, the main contribution coming from the Transport, storage and
communication, Property and business services, Wholesale and Manufacturing
industries.

For the September quarter 1995 businesses are expecting to lift their Capital
expenditure by 15.7 per cent. mainly in Manufacturing, Retail and Accommodation,
cafes and restaurants. ’



KEY RESULTS

MEDIUM TERM OUTLOOK
(Continued)

Employment
(Fuli-time equivalent)

Operating Expenses

International Trade

[Imports

Exports

Full-time equivalent employment is expected 10 increase (1.1%) in the September
quartcr 1995, a much stronger expected growth than the 0.3 per cent expected for the
June quarter 1995.

Wage and non-wage labour expenses for the September quarter 1995 are expected to
grow by 3.1 per cent and 2.3 per cent respectively. These expenses are displaying a
steady growth and arc (he main influence on the upward trend in total operating
CXpenscs.

Wages (5.9%) and Other operating expenses (6.2%} in the Transport, storage and
communications industry arc having a significant impact on the overall rate of
increase.

An increase of 4.1 per cent is expected in /mports for the September quarter 1995
with the number of busincsscs cxpecting to increase Imports outnumbering those
cxpecting falls by almost 17 1o 1.

The Manufacturing industry is expecting 5.3 per cent and Transport, storage and
communication is cxpecting 5.0 per cent.

The increasc of 5.2 per cent expecied for Exports in the September quarter 1995 is

double the 2.6 per cent increase expected for the June quarter 1995, The main

increases are in the Mining (6.5%) and Transport, storage and communication

{6.0%) industrics,

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

{Not seasunally ad justed)

Praportion of businesses expecting -

Expercted
Neo Net aggregaie

Business {Change increases  Decreases halunce change
performance indicators % % % % %
Truading performance

Sales 14.5 ]0.4 5.1 753 4.1

Selling prices 21.9 723 58 66.5 2.1

Profit 706 151 14.3 .8 20.9
Investment

Capital cxpenditure 280 579 14.1 43.8 15.7

Stocks 49.1 342 16.7 17.5 0.6
Employment {Fuli-time equivalentt 472 423 10.5 31.8 1.1
Operating Expenses

Wages 16.5 76.6 6.9 9.7 3.1

Non-wage labour 23.6 67.2 9.2 58.0 2.3

Other 135 792 7.3 71.9 2.3

Total n.a. na. n.a. n.a. 24
International Trade

Imports 302 648 5.0 59.8 4.1
Exports 25.3 66.5 8.2 583 5.2
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DETAILED RESULTS - SIZE OF BUSINESS

SHORT TERM OUTLOOK

Trading Performance

Sales

Selling prices

Profit

Investment

Employment
(Full-time equivalent)

Operating Expenses

International Trade
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Expected change for the December quarter 1994 compared with the September
quarter 1994

The increases in the Sales of goods and services expected by small businesses
(1.5%). medium {1.0%) businesses and large (3.0%) businesses are affected by the
low sales expectations of the Manufacturing industry (}.5%).

Medium (0.7%) and large (0.4%) businesses arc expecting little change for the
December quarter 1994, while small businesses is expecting a larger increase of 1.3
per ceni.

Profit is expected to increasc for small businesses (8.3%) but a greater increase of
16.0 per cent is ¢xpected in large businesscs.

Medium (9.1%) businesses expect (o increase Capital expenditure in the December
quarter 1994. Large businesses expect to maintain expenditure at September quarter
levels while small businesses are expecting to increase expenditure by 23.5 per cent,

Stock levels are expected to increase in medium businesses (0.3%) but decline in
both small and large businecsses (-0.1%).

Medium and large size busincsses are expecting an increase of 0.5 and 0.6 per cent
i full-time equivalent employment during the December quarter 1994. Small
{0.2%) businesses expecis a smaller increase in full-time equivalent employment.

Total operating expenses are cxpected to increase in the December quarter 1994 for
all businesses by 1.5 per cent.

Large and medium size businesses arc cxpecting the greatcst rise in wage expense
{1.6%) and medium size businesses in non-wage expenses (2.4%).

Much of the cxpected activity in Impeorts appears to be dampened by the medium
sized businesses which expect a 0.2 per cent decrease against an increase for large
business of 1.2 per cent.

Large businesses are expecting a increase in Fxports of 2.8 per cent while medium
size businesses expect Lo decrease exports by 0.6 per cent.

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

(Not seasonally adjusted)
Business
performance All
indicators Smatl Medium Large business
% %o % %
Trading performance
Sales 1.5 1.0 30 23
Selling prices 1.3 0.7 0.4 0.6
Profit 8.5 1.8 16.0 10.6
Investment
Capital expenditure 235 9.1 0.0 7.7
Stocks -0.1 0.3 -0.1 0.0
Employment (Fuli -time equivalent) 0.2 (.5 0.6 0.5
Operating Expenses
Wages 1.1 1.6 1.6 1.5
Non-wage labour 1.1 24 0.6 1.1
Other 0.7 06 1.6 1.3
Total 08 0.7 1.6 1.3
International Trade
[mports 07 0.2 1.2 0.9
Exports 1.9 1.6 2.8 22




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 September quarter 1995 compared with the September
quarter 1994

Sales are expected to increase by 4.3 per cent for large businesses and 4.2 per cent
for small businesses. Medium businesses expecting an increase of 3.7 per cent are
not having a great cffect on the overall increase expected for all businesses of 4.1 per
cent.

Medium (12.1%) businesses expect Profif to increasce. however the performance of
the small businesses (26.7%) and large businesses (21.8%) are the main contributors
to the expected increase for all businesses.

Both small (19.3%) businesses and medium {36.5%) businesses are expecting to
increase Capital expenditure, however large busincsses (4.0%) are expecting to only
moderately increase expenditure.

Busingcsscs of all sizes arc expecting to build up their level of stocks by the
September quarter 1995 relative to the September quarter 1994

Most of the expected increase in fuli-time equivalent employment is cxpected in the
small (1.5%) and medium sized busincsses (1.3%), however large businesses are
also expected to increase emplioyment for the September quarter 1995 by 0.8 per
cenl,

Medium businesses expect the largest increase in #ages of 3.9 per cent and Other
labour costs of 3.4 per cent while small size businesses expect smaller increases of
2.4 and 1.6 per cent respectively.

The 4.8 per cent increase in frports expected by medium businesses reflects
expected activity by medium size businesses in the Manufacturing (5.3%) and
Transport, storage and communication (5.0%) industrics which in turn are
influencing the expected increase for all businesses.

Small (5.8%) and large (5.3%) busincsscs expect 10 increase Exports however
medium size businesses in the Transport. storage and communicaticn (6.6%) and
Mining (6.5%) industries are large contributers to the overall resuit.

Table 6. Australian Business Expectations - September Quarter 1995 compared
with September Quarter 1994, Expected Aggregate Change, by Size of Business
{Not seasonally ad justed)

Business
performance Alf
mdicatars Small Medium Large business

Trading perfoermance

Sales 42 37 43 4.1

Selling prices 34 1.7 18 2.1

Profit 267 121 218 20.9
Investment

Capital expenditure 19.3 36.5 4.0 15.7

Stocks .5 1.4 0.6 0.6
Employment (Full -tine equivalenti 1.5 13 {1.8 1.1
Operating Expenses

Wages 24 39 31 3.1

Non-wage labour 1.6 34 2.3 2.3

Other 1.9 1.9 2.5 23

Total 2.0 22 26 2.4
International Trade

Imports 30 4.8 42 4.1

Exports 5.8 44 53 52
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DETAILED RESULTS - INDUSTRIES

SHORT TERM OUTLOOK

Sales of goods and
services +2.3%

Capital expenditure +7.7%

Page 10

Expected change for the Deccmber quarter 1994 compared with the September
gquarter 1994

. There appears {o be a large seasonal effect associated with sales between Lhe
September and December quarters.

. The Transport, storage and communication industry is cxpecting a large

increasc in sales of 5.8 per cent. and the December quarter Retail sales are
expecled to be 5.5 per cent higher than for the September quarter.

CHART 1. MAIN INDUSTRY COMPARISIONS
SALES OF GOODS AND SERVICES
SHORT TERM OUTLOOK
December quarier 1994

Miming ]
Manufaciuring .
Electricity. Gas & Waer L
{ onstruction L
Wholcsale | N ]
Retail | ;
Accommeodation, Cales & Restaurants

Transport. Strage & Cammunication i R .
Finance & Inswrance »
Property & Business Services [ »
All Industries l

Prreentage movement

. Capital expenditure is showing strong cxpectation of growth relative to
previous quarter to quarter movements.

. Capital expenditure 1s expected to increase in the short term for Retail
(36.8%). Accommodation, cafes and restaurants (21.0%), and Finance and
insurance (18.2%). However a 5.1 per cent decrease is expected in Transport.
storage and communication.

CHART 2. MAIN INDUSTRY COMPARISONS

CAPITAL EXPENDITURE
SHORT TERM OLUTLOOK
Decemher quarter 1994
Mining -®
Maaufacturing . R
Cleciricity. Gas & Water ®
Construction - .
Wholesale - -
Retail 3 e R
Accommodation, Cafcs & Restaurants t . :
Transpost. Storage & Communication I e | :
Finance & Insurance ; i ‘
Property & Business Setvices - }0
All Industries Jt ] J
-20 0 20 40

Percentage movement



DETAILED RESULTS - INDUSTRIES

SHORT TERM OUTLOOK

{Continued)

Profit +10.6% . Profit expectations are very volatile between different industries with
Transport. storage and communication expecting a 45.7 per cent increase in
contrast to Wholesale (-14.1%) and Accommeodation, cafes and restaurants
(-6.1%).

CHART 3. MAIN INDUSTRY COMPARISONS
PROFIT
SHORT TERM OUTLGOK
December quarter 1994

Mining .I
Manufacturing P
Electricity, Gas & Warer [ 3
Construction -
Wholesale | @ :
Retail e .
Accommodation. Cales & Restaurants *
Transpor, Storage & { ommunication
Finarwe & [nsurance -
Property & Business Services ]
All Industrics

20 40 60
Percentage movement

P —

=20

Emplovment +).5% b Fuil-time equivalent employment is expected to increasc in the short term but
tFull-time equivalent) this may be the result of scasonal factors in different industries. Qverall there
is considerable variation in employment expectations between different
industries.

. Increascd cmployment is expected in Transport, storage and communication
{(1.7%). Construction (1.6%), Retail (1.5%) and Property and business services
{1.3%) whilst decreases arc cxpected in the short term for Electricity, gas and
water (-0.6%). Mining (-0.2%) and Accommodation, cafes and restaurants

(-0.1%).
CHART 4. MAIN INDUSTRY COMPARISONS
EMPLOYMENT
SHORT TERM OUTLOOK
December guarter {994
= - —
Mining e ! H
Manufacturing @
Electricity, Gas & Water - :
Construction ! S ]
Wholesale : L J
Retail . .
Accommaodation. Cafes & Resiaurants L
Transpor, Storage & Comimunication : RS ]
Finance & Insurance i L
Property & Business Services P e .
All Industries ' [ :
-1 0 ] 2

Percentage movement
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DETAILED RESULTS - INDUSTRIES

MEDIUM TERM OUTLOOK

Sales of Goods and
Services +4.1%

Capital Expenditure +15.7%

Page 12

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

. The medium term expectation for an incrcase in sales for Transport, storage
and communication is 12.2 per cent and Property and business services of
12.1 per cent. The Construction induslry ts expecting the least increase at 0.2

per cent
CHART §. MAIN INDUSTRY COMPARISIONS
SALES OF GQODS AND SERVICES
MEDIUM TERM QUTLOOK
September quarter 1995
- 1 - - i
Mining [ ] I
Manufacering -------- @
Electricity. (Gas & Water - @
Construction #
Wholesale |- --#
Retail - .
Accommodaton, Cafes & Restausants [----- - [ ]
Transport. Stomge & Communication [--------- ]
Finance & Insurance (------ - L ]
Property & Business Services : R ] :
All Tndustrics |- - ® i
Q 5 10 15

Percentage movemeni

. Capital expenditure in Manufacturing (41.6%), Accommodation, cafes and
restaurants (19.9%) together with Retail (18.4%) industrics are expecting the
grealest increascs while the Mintng (-0.4%) and Finance and insurance
industrics are the only industries having an cxpectation of a decrease.

CHART 6. MAIN INDUSTRY COMPA RISIONS
CAPITAL EXPENDITURE
MEDPIUM TERM OUTLOOK
September quarter 1995

Mining
Manufacturing - R
Electricity, Gas & Water
Construction L4
Wholesale .
Retail .
Accommodation, Cafes & Restaurants '
Transport. Storage & Communication : ®
Finance & Insurance [ 2
Property & Business Services : L]
All Industries R

-20 0 20 40 60
Percentage movement



DETAILED RESULTS - INDUSTRIES

MEDIUM TERM OUTLQOK
fcontinued)

Profit +2(.9%

Employment +1.1%
(Fuli-time equivalent)

There is a wide range of expectations for Profit in the September quarter 1995
compared with September quarter 1994, with all industries expecting to

increase Profit.

The Transport, storage and communication industry is expecting to increase
Profit by 80.3 per cent. Only the Property and business services industry is

closer with an expectation of 53.8 per cent.

CHART 7. MAIN INDUSTRY COMPARISONS

PFROFIT
MEDIUM TERM OUTLOOK
September quarter 1995
—_— - L 1 1 1
Mining -
Manufacturing ° ! L ]
Electricity, Gas & Water ' -
Construction [ 3
Wholesale [
Reiail | .
Accommedation, Cafes & Restaurants s
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Large increases in full-time equivalent employment are expected in
Transport, storage and communication (3.2%) and Property and business

services {3.3%)

The Electricity, gas and water industry is expecting to reduce full-time
equivalent ¢mployment by 1.9 per cent and the Mining industry by 1.6 per

cent.
CHART 8. MAIN INDUSTRY COMPARISONS
EMFPLOYMENT
MEDIUM TERM OUTLOOK
September quarter 1995
Mining | L
Manufacturing | R
Electricity, Gas & Water | @ -
Construction i L
Wholesale | [ ]
Retail ' S
Accommodation, Cafes & Restaurants B
Transpert, Storage & Communication | [ ]
Finance & Insurance | N
Property & Business Services ' ER .
Allindustries ([ )
2 0 2 4
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DETAILED RESULTS - STATE

STATE PERSPECTIVE

Short and medium term expected change in business performance indicators by State
are both difficuit to compile and subject to a greater degree of estimation than the
Australian estimates. This is because of the difficulties which multi-State businesses
face in providing separate expectations responses for each State segment of the
busincss.

The following tablc shows the distribution by State and Territory of the head office of
busingcsscs selected in the survey sample. Some businesses operate in more than one
State

Proportion of Businesses Selected by State and Territory, Australia
December Quarter 1994

All business
%

New South Wales 38.5

Victoria 28.0

Queensland 12.9

South Australia 6.9

Western Australia 9.4
Tasmania 1.9

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 ol busincss activity to each Statc in which the businesscs operate. This
means that the overall performance in percentage terms, of the business activity for a
reporting busincss. is uscd for each State within which the reporting business
operales.

For all busincsses which only operate in a single State the responscs are directly
attributcd o that State. For those businesscs which do not indicate State busingss
activity the responses are attributed 10 the State within which the business resides.

The following results rciaie 1o the Sales of goods and services. Other performance
indicaters for individual States and Territorics 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 expectations data is derived from information supplied by
respondents about their current business activity. Business activity, as defined for
BES. is the State of production for manufacturers, State of sales for retailers where
they maintain a rctail presence and Finance and Scrvice businesses report on their
business activity for each State in which they are based.

[n some cases this may not reflect the changing nature of a business' future activity,
and in a few cases the gcographical reporting arrangements for a particular business
may nol correspond to State boundaries.

Caution should be excrcised by nsers of expectations data for State activity because it
is derived from information about the reporting unit's current rather than expected
State activity.

Page 14 . _



DETAILED RESULTS - STATE

SHORT TERM OUTLOOK

Expected change for the December quarter 1994 compared with the Scptember
guarter 1994

Table 7. Australian Business Expectations - States and Territories, Sales of
Goods and Services, Shert Term Outlook

{Not seasonally adjusted)

Expected percentage aggregaie change hetween

" Decaer 1993 Mar gir 1994 e gir 1994 Sept gtr 1994 Dee qrr 1994

States and and and and and

and Territories Sept ger 1993 Dee gtr 1993 Mar qor 1994 JFune gir 1994 Sept gty 1994
%% % % % %
Australia 3.0 -1.4 1.9 1.9 2.3
New South Wales 2.8 -2.6 1.7 1.3 2.7
Viclona 2.7 -1.2 1.7 2.3 2.2
Quecensland 36 07 24 2.5 2.2
South Australia 4.5 -0.9 2.0 2.0 2.2
Weslern Australia 68 0.0 24 1.5 2.4
Tasmama kN -0.2 1.1 1.3 2.2
Norihern Territory 1.5 -1.4 2.3 1.4 -1.5
Australian Capital Temritory 1.1 0.1 1.6 1.3 3.8

. Businesses in New South Wales (2.7%) and the Australian Capital Territory
(3.8%) show the strongest expected increase in sales compared with the
Australia figure of 2.3 per cent.

. The Northern Territory is expecting a decrease of 1.5 per cent but is affected
by scasonal faclors occurring in the December quarter.

CHART 9. STATE ESTIMATES
SALES OF GOODS AND SERVICES
SHORT TERM OUTLOOK
December quarter 1994
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DETAILED RESULTS - STATE

MEDPIUM TERM OUTLOOK

Page 16 _

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

Table 8. Australian Business Expectations - States and Territories, Sales of
Goods and Services, Medium Term Outlook

(Not seasonally adjusted)

Expected percentage aggregate change between

’ Sept gqir 994 Dec gqtr 1994‘- Mar grr 1-995 June gir 1995 Sept grr 1995

States and and and and and

and Territories Sepr gr 1993 Dec gir 1993 March gir 1994 Jine gir 1994 Sept qir 19%4
% % Y% % %
Australie 29 1] 39 33 4.1
New South Wales 28 1.8 38 35 5.1
Victoria 23 2.6 4.4 3.0 34
Queensiand 36 35 4.1 36 3.4
South Australia i2 39 i1 4.1 1.8
Weslern Australia 43 27 30 2.4 7.0
Tasimania 31 27 27 33 2.4
Northern Territory 29 18 25 2.6 1.7
Australian Capital Territory 1.5 27 k%3 6.2 2.3

. Busingsscs in the Western Australia {7.0%) and New South Wales (5.1%)

gxpect to do much belter than the Australian average of 4.1 per cent in the
medium (crm.

. The Northern Territory (1.7%) and South Australia (1.8%) expect the least
increases in the Safes of goods and services.

CHART 10 STATE ESTIMATES
SALES OF GOODS AND SERVICES
MEDIUM TERM GUTLOOK
September quarter 1995
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EXPLANATORY NOTES

Introduction

Survey methodology

Scope of the survey

* Agriculture

Classification

Business size

Statistical unit

This publication contains cstimatcs of future economic activity based on the business
expectations of senior executives. managers and proprietors of businesscs operating
in Australia. The estimates have been compiled from data collected by the
Australian Bureau of Statistics (ABS) in its quarterly survey of busincss
expectations.

This is the fourth issue of this series and il contains estimates of the expected change
in a range of busincss indicators for two time periods. The first seeks expected
change between the December quarter 1994 and the September quarter 1994 and the
sccond sceks expected change between the September quarter 1995 and the
September quarter 1994.

The survey is conducted by mail each quarter.

1t is based on a stratified random sample of approximately 3,000 businesses setected
from the ABS's annual Economic Activity Survey (EAS). EAS in turn derives ils
survey population from the ABS central register of business units,

The sample is stratified by industry, sector (private and government business) and
size of business (mc¢asured by number of emplovees).

The sample is supplemented by a further sample of businesses which have been
added to the ABS business register since the original EAS sample was selected.

The statistics in this publication relate to employing businesses in all industries and
sectors of 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
Agriculture Census.

The Australian Bureau of Agriculture and Resource Economics (ABARE) publishes
its forecasts for specific commodities and for the Agriculture industry generally, as
part of the annual Outlook conference in February each year. ABARE updates these
forecasts in its quarterly publication "Australian Commoditics - Forecasts and
1ssues”.

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

Data presented in this publication is classificd by three business sizes :

. smail (generally less than 20 employees, except for manufacturers where it is
less than 100)

. medium (generally between 20 and 100 employees, except for manufacturers
where it is 100 to 599 employees)

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

The statistical unit used in the survey of business expectations is the management
unit. The management unit is the highest level accounting unit within a business 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.e. company, partnership, trust, sole proprietor, etc.).

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

Business performance indicators

*Employment (Full-time equivalent)

Simple and Weighted
Net Balance

Expected aggregate change

Comparison of results

Reliability of estirnates

‘Sampling error

Page 18 .

The survey uses a set of well recognised economic trading indicators in measuring
future trading activity. These indicators are: Sales of goods and services. sclling
priccs, expenscs. ecmployment*, ctc. Sce Description of (crms below for details.

The survey asks for paid persons working. Full-time equivalent employment is not a
usual definition of cmployment as used by the ABS. 1t would be incorrect to assume
a direct comparison with labour force statistics for instance.

The simpie net balance for a selecied indicator is ¢stimated by subtracting the
percentage of respondents predicting a 'fall' from the percentage of respondents
cxpecling a 'risc'

The net balance is a quafifative 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 fisture business conditions.

The weighted net balance is cstimated by weighting the surveyved direction of change
for each unit by its benchinark level response for the cquivalent variable in the
Economic Activity Survey.

Weighting the responses enables larger businesses to have an influence upon the net
balance propottional 1o the level of their expenditure. employment size, ote.
Movements in the weighted net balance indicate the net proportion of business
activity predicting a rise or fall in future business conditions.

The expected aggregate change measures the forecasted poercentage change in the
level of a particular indicator. It is estimated by weighting the expected percentage
change reported by respondents to the survey by their proportion of aggregate sales.
expenditure, employment. etc. in the economy as measured from the benchmark
estimate in the Economy Wide Survey.

The weighted aggregate estimate of a particular indicator, combined with an
cstimated level. can be used w0 quantfy its future movement,

The weighied net balance and expected aggregate change are complementary
measures which. in combination. give a broad indication of future business
conditions. Il is possible to obtain eslimates in opposite directions for the net
balance and weighied aggregaie change estimates.

The weighted net balance provide a guafitative measure of the proportion of
busincsscs predicting the dircction of change in future business conditions. The
expected aggregate change. however. provides a quantitative measure predicting the
magnitude of change in a selected variable.

The expected aggregate change estimates are designed to measure the change to each
busincss performance indicator, according to busincsses' expectations. Naturally, the
predictive power of the weighted aggregate cstimates depends on the predictive
ability of individual businesses.

All of the cstimates in this publication arc subject 10

. sampling error
. non-sampling ¢rros
. benchmark bias

Sampling ¢rror is duc to the usc of a samplc rather than a complete enwmeration;,
that is, the estimates differ from the vaiues that would have been obtained if all units
were surveyed. A measure of the likely difference is given by the standard error,
which indicaics the exient to which an cstimate 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 crror. and about nincteen chances in
twenty that the difference will be within two standard errors.



EXPLANATORY NOTES

Reliability of estimates
{continued)

Non-sampling error

Benchmark bias

The tablc below provides standard crrors for some of the main estimates of this
publication. As an example of how the standard errors can be interpreted. given that
the short term expectation for Sales of goods and services for Australia is 2.3 per
ceni with a standard crror of (.17 there would be two chances in three that the true
value would be within the range 2.47 per cent and 2.13 per cent.

Standard Errors of Key Estimates

December Quarter 1994, Short Term Expectation, Australia

Business performance Survey Standard
indicator estimate error
Sales 23 0.17
Selling prices 0.6 0.15
Profit 10.6 0.04
Capital expenditure 7.7 0.71
Stocks 0.0 0.10
Employment 0.5 0.13
Wage costs 1.5 0.11
Imports 0.9 0.10
Exports 22 0.07

All other inaccuracies are referred to collectively as non-sampling error. The major
arcas of concern are:

. Non-response

. mis-reporting of data by respondenits

. deficiency in the central register of cconomic units particularly in respect of
small units

Every effort is made to reduce the non-sampling error to 2 minimum by careful
design of questionnaircs and cfficient editing and operating procedures.

The expected aggregalc change is designed to reflect business expectations for each
business performance indicator, as accurately as possible, However, while the
estumates should be appropriate measures of business climate, the expectations may
not predict actual movements accuratcly. Businesses may be too optimistic or
pessimistic in their predictions at different times.

[n addition, actual movements would be partly comprised of activity of newly formed
businesses and businesscs which are formed during the expectations reference period
which are not immediately represented in BES because they would not have been
included on the ABS's central register of economic units. Allowance is made in
other ABS scrics for coverage deficiencies refating 1o newly formed businesses but
no allowance is made in BES.

Estimating changes to the aggregalc economic indicators requires businesses to be
weighted, or benchmarked. by their relative contribution to each business
performance indicator. ABS historical data for individual businesses is nsed 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
mcasured from the data, however. the likely extent of bias has been estimated using
other ABS data. Every effort has been made to minimise this bias, including the use
of modelling technigues to improve benchmarks.
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DESCRIPTION OF TERMS

Sales 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

Ege 20

The expected change in the sate of goods or the provision of services by a business in
terms of value.

Financial institutions report on the expecied change in gross interest income plus
fecs and commissions.

Non-profit or charitablc organisations report on (h¢ cxpected change in foes received
for scrvices. donations from the public and government grants and subsidies.

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

Financial institutions report on interest rates, services and commissions charged.

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

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

The expected change in the total amount of employment related expenses not paid
dircetly to emplovees.

Some of these cxpenses are payroll tax, worker's compensation and superannuation.

The expected change in the total amount of all expenscs which are not classified as
labour expenscs.

Somge of these expenses are overheads, advertising, raw materials and packaging and
handling.

This is a derived estimate from the weighted response for the total of wage. non-wage
labour and all other expenscs.

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

The ¢xpected change in the number of paid persons working. Where part time or
casual employvees are involved cmplovers are requested to convert to a full-time
equivalent. It should be noted that other ABS scrics which provide data on paid
persons working do not use a full-time cquivaicnt measure.

The expected change in (he value of all goods and services imported directly by a
business.

The benchmark for weighting the import responsc is derived from associating the
current percentage of imports to A/ other expenses, and using that proportion of the
Al other expenses benchmark as the imports benchmark.

The expected change in the value of all goods and services exporicd directly by a
business.

The benchmark for weighting the cxport response is derived from associating the
current percentage of exports to the Sales of goods and services. and using that
proportion of the Sales of goods and services benchmark as the exports benchmark.

it should be noted that BES has been designed to provide high quality estimates of
business expectations covering 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 only a subset of sclected businesses are involved in importing or
cxporting. Accordingly. caution should be excrcised when interpreting expectations
in respect of imports and exports.

The expected change in the value of capital expenditure on new tangible assets.

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

The proportion of total capital expenditure on Plant, machinery 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 scrvices and the sum of alt
expense items.

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

Because of reporting difficulties experienced with the cost/sales ratios, caution
should be exercised in interpreting profit expectations data.

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

This has been achieved by 1) applying a weight (the proportion of a business's
economic activity undertaken in ¢ach Stale) to the benchmarks for that business to
arrive at potentially cight different benchmarks for each business performance
indicator. 2) applying the overall percentage change in the business performance
indicators obtained frem the survey to each of the State benchmarks for each
business performance indicator.

There are two reference periods surveved each quarter:

Short term (if the current quarter is Junc 1994 then the quarter being surveyed is
September 1994)

Moedium term (if the current quarter is June 1994, then the quarter being surveved is
Jung 1995)

0.0 nil or rounded to zcro
n.a. not available for publication.
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UNPUBLISHED DATA

Available Data

Size of business

Industry

State information

Net balance

More Information

Page 22

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 bascd on employment. Additional data can be estimated for
the following size ranges:

. less than 5 emplovees

. less than 20 cmplovees

. 20 and less than 100 emiplovees

. less than 100 employees

. 100 and less than 600 employees

. 100 and greater employees

. 600 and greatcr cmployees

. small (generally less than 20 employees except for manufacturing which is
less than 100)

. medium (gencrally 20 to less than 100 employces except for manufacturing
which is 100 ta tess than 600}

. large (generaily 100 and greater employees except for manufacturing which is
600 and greater)

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

. 47 industries categorised at the 2 digit ANZSIC level

. user defined industry groups such as "scrvice industries™

State information has been derived from the business activity conducted by business
in each 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. Staic information is subject to a greater degrec of variance than the
Australia data.

A weighted net balance for industrics and sizc 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 write to:

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

Belconnen ACT 2616
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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 at all ABS Offices (see below for contact details).

Information Consuitancy 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

iSteadycom FiL. premium rate 256.21.4 seds.;

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-line services. diskette. magnetic tape, tape
cartridge and CD ROM. For more details about our electronic data services, contact
any ABS Office (see below).

Bookshops and Subscriptions

There are over 400 tittes of various publications available from ABS bookshops in ait
ABS Offices (see below Bookshop Sales for contact detaiis). The ABS also provides
a subscription service through which nominated publications are provided by mail on
a reqular basis at no additional cost {telephone Publications Subscription Service toil
free on Q08 02 0608 Australia wide).

Sales and Inquiries

Regional Offices information Inquiries Bookshop Sales
SYDNEY (02) 268 4611 268 4620
MELBOURNE {03} 615 7000 615 7829
BRISBANE  {07) 222 8351 222 6350
PERTH (09) 360 5140 360 5307
ADELAIDE {08) 237 7100 237 7582
HOBART {002) 20 5800 20 5800
CANBERRA  (08) 207 0326 207 0326
DARWIN (089) 43 2114 43 2111
National OHice
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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