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TECHNICAL NOTE: COMPILING CONSTANT PRICE GROSS STATE PRODUCT

INTRODUCTION

1 The ABS commenced publishing annual State accounts on a regular basis in
1987. Since that time, a lot of effort has been devoted to improving and
extending the annual estimates. Initially, the main aim was to extend the range
of current price estimates produced and to improve the timeliness of release,
partly by producing annual estimates more quickly and partly by compiling
quarterly estimates for major components such as private final consumption
expenditure and wages, salaries and supplements.

2 Quarterly current and constant price estimates of all components of State
final demand (in original terms) were published for the first time in May 1993
{in respect of December quarter 1992} in a new quarterly publication Australian
National Accounts: State Accounts (5242 0}. At the same time, quarterly estimates
of gross operating surplus and net indirect taxes were compiled, thereby
enabling a quarterly current price estimate of gross State product (GSI(]) - sce
below} to be calculated for the first time (the corresponding seasonally adjusted
and trend estimates were produced later that year). The constant price estimates
were extended to include GSP in the September quarter 1994 issue of 5242.0
(released in December 1994).

3  (BSPis a measure of the total market value of goods and services produced
in a State after deducting the cost of goods and services used up in the process of
production {(intermediate consumption), but before deducting consumption of
fixed capital, By definition, the value of production in a period must equal the
income earned from that production and the final expenditure on the goods and
services produced (including an allowance for change in stocks pius exports less
imports). This means that, in theoty, GSI” can be derived using three different
approaches:

GSP(P) the value of all final goods and services produced in the State economy
over the period;

GSP(I)  the sum of all incomes accruing to the factors of production over the
period, including net indirect taxes; and

GSP(E) the sum of all final expenditures on State production, including the
increase in stocks plus exports less imports (both international and
interstate).

4  The methods used to obtain constant price GSP could be best described as
“indirect” because the only current price estimate of GSP available is obtained by
aggregating the incomes accruing from preduction (ie, GSP(I)). It is not possible
to satisfactorily deflate such incomes to produce constant price estimates
because they do not comprise readily identifiable price and quantity elements.
While it could be argued that the wages paid to an individual are equal to the
product of the number of hours worked and the hourly wage rate, many
employees are not paid according o the number of hours worked and the
supplements paid are generally independent of the number of hours worked.
Moreover, from an employee's perspective the value of wages and salaries has
more to do with their purchasing power than any hourly wage rate. Also,
because gross operating surplus is the residual flow of income to the owners of
capital after the payment of labour costs and net indirect taxes, there is no way
of defining it as the product of a price and a quantity. However, while it is not
possible to construct constant price estimates of GSP(I) by deriving constant
price estimates of its components and summing them, it is possible to deflate the
total current price estimate of GSP(1} if a suitable aggregate deflator can be
formed.
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5  Current and constant price estimates of State final demand (SFD)) (the sum
of private and public expenditures on consumption and gross fixed capital) are
compiled and published, but there are no estimates of GSP(E). The reason is the
lack of State stocks data and, most importantly, the lack of State data relating to
trade in goods and services (other than international trade in goods).
Consequently, the approach taken has been to develop State-specific deflators to
deflate the current price estimates of GSP(I) by calculating a deflator covering as
much as possible of the difference between GSP(E) and SFD.

6 The difference between these two measures reflects the total of the
following data items:

increase in stocks;

plus international exports of goods;
plus international exports of services;
less international imports of goods;
less international imports of services;
plus interstate exports of goods;

plus interstate exports of services;
less interstate imports of goods; and
less interstate imports of services.

7  The approach adopted essentially involves deriving the best possible
current and constant price estimates of significant subsets of the above data
items. For each State, current price estimates of the identified components are
added to the current price estimates of SFD and, similarly, the constant price
estimates of those components are added to the constant price estimates of SFD.
The quotient derived by dividing the aggregate constant price estimates into the
aggregate current price estimates is a Paasche {current-weighted) price index.
This price index is used to revalue the current price estimates of GSP(D. it is
crucial to identify separately those components for which the deflators deviate
significantly from the average, since the method adopted effectively attributes
the weighted average deflator to the unidentified components. Available
information on the State distribution of these data items has been drawn on
where possible and alternative indicators, as detailed below, have been used in
their absence. Nevertheless, the aggregate current and constant price estimates
used in deriving this deflator are not considered to be complete measures. They
merely serve to produce the best deflators for GSP(I) that the available data and
resources allow.

8  Insome instances, both the current and constant price estimates of a
component, or some approximation to them, are split by State using available
indicators. In other instances, either a current or a constant price split is derived
and the corresponding constant or current price estimates are derived by
deflation if the initial split is in terms of current price estimates, or inflation if the
initial split is in terms of constant price estimates. There is limited price
information available at the State level, especially in the area of producers’ prices
and prices of internationally traded goods and services, which are the prices
most relevant to the data items comprising the difference between GSP and SFD.
There is an assumption underlying the approach adopted in deriving the
aggregate State deflators that price competition will imply that the available
price indicators are reasonably indicative of changes in prices at the State level.
This is a less distorting assumption if the price indicators are weighted together
at a reasonable level of commodity disaggregation, and implies deriving current
and constant price estimates at as fine a level as possible. The indicators used in
generating State component splits are necessarily partial and this leads to a
caution being required about the accuracy of the derived GSP deflators. A
description of the available data sources in respect of each of the component
categories and the way in which they have been used follows.
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9  There is no available State dimension to the existing quarterly stocks
survey estimates. Available information on stock holding, production or sales
has been used to give a State allocation of the national totals, in current and
constant prices, for a number of sectors for which price variation in the
component commodities is considered likely to have a significant impact on the
individual aggregate State deflators or for which indicator data were readily
available.

10 Detailed current price estimates of exports of goods on a recorded trade
basis at the two-digit level of the Standard International Trade Classification
(SITC) have been revalued, generally using national rather than State-specitic
deflators, to produce constant price estimates of this component. These data are
on the basis of port of loading, ie, the State in which the final stage of
manufacture or production occurs. For most exports this should correspond to
the basis required for State allocation (the State of final resident ownership).
There is an assumption that the national deflators will usually provide a
reasonable measure of change in price at the State level. Revaluation at the two-
digit level of the Standard International Trade Classification (SITC} is a
compromise giving a reasonable level of disaggregation by commodity type
without increasing the volume of the revaluation exercise too significantly.
There are a very limited number of cases where more specific deflators have
been used to replace the nationat defiator at the SITC division level. This has
occurred in those cases where the composition of a particular division is known
to be very variable between States and the division includes commodities with
price movements which deviate significantly from the division average. Mineral
and agricultural commodities are the most significant in this regard.

11 A similar approach has been adopted for imports of goods. The level of
revaluation corresponds broadly to the commodity sub-group level of the
balance of payments merchandise imports end-use classification of imports, that
is, two-digit Broad Economic Classification (BEC) by three-digit level of the
SITC. These data are on the basis of the State in which the imports were released
from Australian Customs Service (ACS) control. In most cases this will
correspond to the State of initial resident ownership which is the required basis
of State allocation. No information is available on which to base an adjustment
for goods which are released from ACS control in a State other than that in
which their owner resides.

12 The current and constant price estimates of international trade in goods
compiled for the quarterly State accounts are being published for the first time
in the June quarter 1995 issue of 5242 0.

13 Activity indicators have been used to derive State contributions to the
national current and constant price estimates of exports and imports of services.
Since there are no available indicators of variations in the component deflators
between States, the same splits have been applied in current and constant price
terms.

14 Interstate exports and imports of goods pose a particular problem. These
data items are different from those above in that the flows must net to zero at
the national level and hence there are no equivalent current price estimates at
the national level which can be split and no relevant price indicators derived in
relation to these items at the national level. The strategy adopted has been to
generate constant price estimates, derive deflators relevant to these flows, and
then inflate the constant price estimates to yield current price estimates.

15 For those States for which survey data by commodity on the value of
interstate imports and exports of goods are available (Western Australia
(annual} and Queensland (quarterly)), the data are deflated to obtain constant
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price estimates. For the remaining States indicators of interstate imports and
exports are derived using broad (constant price) activity indicators to
extrapolate interstate trade flow estimates which have been derived using
estimates from a model produced by the Monash University Centre of Policy
Studies as described in Notes on the Construction of the 1986-87 Input-Output
Database for the MONASH_MR Model by G.A. Meagher. The model yields
estimates of interstate trade in goods by industry and State of supply and by
State of destination. The relationships between the estimates by State and by
industry are assumed to be fixed over time. The Monash model data used at
present are in respect of 1986-87. The modet identifies interstate trade flows only
with respect to three industries: agriculture, mining and manufacturing. An .
internationally sourced component of interstate exports and imports is also
incorporated. This component is not derived directly from the Monash data, but
by comparison of the Monash net interstate trade estimates and the net interstate
trade balances after identifying all other items, by State in 1986-87. A 1990-91
edition of the model has been completed recently, and the ABS intends to make
use of this new information soon.

16 For each State an interstate imports deflator and an interstate exports
deflator are derived. These deflators are current weighted up to the industry
level on the basis of production or turnover estimates for the three industries
indicated above, but fixed weighted between industries and between supplying
States on the basis of the composition of interstate trade in 1986-87 as identified
in the Monash model.

17 The deflators for the internationally sourced component of interstate trade
reflect the fact that only estimates of the net flows are made for this component.
A Paasche price index of international imports into New South Wales and
Victoria, the net exporter States, is used for revaluation of flows into the net
importer States and the respective aggregate State international import deflators
are used for flows out of New South Wales and Victoria. Current price estimates
of interstate exports and imports flows are derived by inflating the extrapolated
constant price estimates using the deflators derived as described above.

18 Interstate trade in services, which is not accounted for in the model used
for goods, is likely to be significant in the case of at least some of the States, with
the ACT likely to be particularly affected. State estimates of private final
consumption expenditure include an adjustment to account for net expenditures
interstate on services by households. This item is added to private final
consumption expenditure to adjust it from a territorial to a resident basis. In
order to ensure consistency of treatment, the current and constant price
estimates of household expenditures interstate are included here, but with the
opposite sign. It has not been possible to include estimates for the net
expenditures interstate on services by the business and government sectors. The
net effect of making only partial allowance for the interstate flow of services is
that the balance of this item will be attributed the weighted average deflator
derived for the identified components of GSP, including SFD.

19 The constant price estimates of GSP(I) are seasonally adjusted at the
aggregate level since there are no component constant price estimates available
for analysis. The seasonal adjustment factors comprise a combination of the
current price seasonal adjustment factors, seasonal adjustment factors for the
implicit price deflator and an adjustment for the varying number of pay days in

a quarter that contribute to the variation in the current price estimates of GSP(I.

20 The trend estimates are derived by applying a seven-term Henderson
moving average to the seasonally adjusted estimates.

ix



QUALIFICATIONS
ATTACHING TO
CONSTANT PRICE GSP
ESTIMATES

FUTURE RELEASE OF
QUARTERLY STATE
ACCOUNTS

21  The indirect methods used to obtain the constant price GSP estimates are
generally considered to provide a reasonable indicator of overall real activity for
each State. However, if there are large price movements in either international or
interstate exports and /or imports in a particular quarter(s) then it is possible
that the methods described above could lead to distorted estimates of constant
price GSP being produced for one or more States. A further problem could arise
even if the price effects of these components are correctly identified. It is not
possible to ensure that the same effects are being fully included in the gross
operating surplus component of GSP(I) and therefore in GSP(]) itself, for
quarters beyond those for which taxation data have been incorporated (currently
from September quarter 1993). The ABS specifically identified South Australia
and Tasmania as two States for which this problem may have occurred in recent
quarters and included a note to this effect in both the December quarter 1994
and March quarter 1995 issues of Australian National Accounts: State Accounts
(5242.0).

22 Unfortunately, some State accounts statistics for the March quarter 1995
attracted strong criticism. Since then the ABS has carefully considered whether
or not the quarterly estimates of constant price GSP should continue to be
produced and published. As part of this process, State and Territory officials
were consulted and they confirmed a strong user need for these data. After
weighing the matter the ABS decided to continue producing them, but with
some significant changes, until their accuracy and reliability could be better
assessed against the uses to which the statistics are put.

23 Some major changes are to be made to the ways in which the quarterly data
are presented. First, the presentation of 5242.0 will be changed, starting with the
June quarter 1995 issue. The new layout is designed to emphasise to users that
the accounts are based on less complete data, and consequently make greater
use of derived estimates, than the national accounts. Improved data sources are
under consideration, but the derivation of constant price estimates of GSP will
remain more indirect than is usual for published ABS statistics. Consequently
both the quarterly and annual constant price estimates are being labelled
"experimental” while the methodology continues to be evaluated.

24  Second, the data sets included in 5242.0 have been extended to show each
State's international trade in goods at both current and constant prices. Further,
to allow users to better interpret the constant price GSP statistics, a new set of
estimates will be released showing constant price GSP adjusted for changes in
each State's terms of trade (i.e. real gross State income}. The overall terms of
trade for each State will also be published.

25 Third, delaying the release of the quarterly State accounts by four weeks
from June quarter 1995 on will enable more complete wages and salaries, and
capital expenditure data to be used in their compilation. The lag between the
end of the reference quarter and the publication of the quarterly State accounts,
which was previously about 11 weeks, has now been extended to about 15
weeks.



GROWTH IN
EXPERIMENTAL
ESTIMATES OF GSP AT
AVERAGE 1989-90
PRICES

NEW SOUTH
WALES

ANALYSES AND COMMENTS

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

The table below compares annual rates of growth in experimental estimates of
GSP at average 1989-90 prices and GSP at average 1989-90 prices per head of
mean population over the ten years 1984-85 to 1993-94. The graphs on page 2
compare year-to-year rates of growth in GSP at average 1989-90 prices for each
State or Territory with all other States/Territories combined. It should be noted
that these comparisons are in constant price terms, whereas in previous
publications they were at current prices. This means variations reflect changes in
real production and effects due to changes in prices have been removed.

Average annual compound growth rates, 1984-85 to 1993-94,
at average 1989-90 prices

(per cent)

GSP (a) GSP per

head of mean

population {a)

New South Wales 2.3 15
Victoria 2.1 11
Queensland 45 21
South Australia 25 1.7
Western Australia 5.1 3.0
Tasmania i3 0.5
Northern Territory 5.1 33
Australian Capital Territory 50 2.8
Australia 29 1.5

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

page vi).

Over the period 1984-85 to 1993-94, growth in GSP at average 1989-90 prices
varied considerably between the States, with growth being strongest in Western
Australia, the Northern Territory and the Australian Capital Territory and
weakest in Victoria and Tasmania. The dispersion of growth rates was less, but
still significant, in terms of GSP per head of mean population.

Growth in GSP roughly paralleled the rest of Australia over the period

1984-85 to 1993-94. New South Wales growth peaked in 1987-88, with growth in
1993-94 almost reaching this peak level. During the latest recession the New
South Wales economy declined in real terms in 1990-91 and 1991-92. The
recovery in New South Wales lagged the rest of Australia in 1991-92 and
1992-93, but matched the growth of the rest of Australia in 1993-94.



GROWTH IN EXPERTMENTAL ESTIMATES OF GSP AT AVERAGE 1989-90 PRICES
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Victoria's annual growth in constant price terms has been lower than the rest of
Australia in eight out of the last nine years. The State economy declined more in
real terms in the recession of 1990-91 than any other State.

At average 1989-90 prices, growth in the Queensland economy was well above
the rest of Australia combined from 1986-87, partly as a result of the above
average growth of its population. In the 1990-91 recession, growth in the
economy virtually halted but there was no decline. In the two ycars, 1991-92 and
1992-93, growth was again substantially above the Australian average, but was
about the same as for the rest of Australia in 1993-94.

The South Australian economy exhibited the highest growth rate in Australia in
1985-86 and then grew more slowly during the three years 1986-87 to 1988-89. It
then showed a high growth rate in 1989-90 followed by two years of decline. The
economy declined more in the recession than any other State apart from
Victoria, while it showed above average recovery in 1992-93. Growth in 1993-94
was below the rest of Australia.

The Western Australian economy grew faster than the rest of Australia
combined in each year since 1985-86, apart from 1986-87, largely due to strong
growth in the mining industry. It resulted in Western Australia’s share of GDIXI}
increasing from 9.1% in 1984-85 to 11.0% in 1993-94. The economy showed
relatively strong growth during the 1990-91 recession; this was contributed to by
a large increase in gas production from the North West Shelf.

The growth of the Tasmanian economy has been out of step with the rest of the
country. Unlike the rest of Australia, there was a recession during 1987-88 and
1988-89 but none in 1990-91 or 1991-92. Tasmania was the only State economy to
show a decline in 1993-94.

Economic growth in the Northern Territory is subject to considerable year-to-
year volatility because of the high relative importance of mining and
agricultural commodities to its economy. Production from major new resource
projects periodically takes GSP to new levels. The Northern Territory economy
recorded the lowest growth of any State in 1992-93 (partly due to disruptions to
oil and uranium production) placing it some way behind the rest of Australia
which experienced a reasonable recovery from the low growth rate in 1991-92.
The Northern Territory economy then showed the second highest growth in
1993-94, just behind Western Australia.

Over the period 1985-86 to 1993-94, annual growth was higher than that of the
rest of Australia. In 1993-94 the ACT economy again grew strongly (5.7%) to
record the third highest growth rate behind Western Australia {7.4%) and the
Northern Territory (7.3%).

The graphs on page 4 show gross State product (GSP), in current prices, per
head of mean population for each State and Territory divided by the Australian
value (GDP(D per head of mean population), for the period 1982-83 to 1993-94. It
should be noted that GSP per head of mean population cannot be equated with
the income of households in a particular State, {see comments on household
income below).



GSP per head of mean population in 1993-94 was above the national average in
New South Wales, Victoria, Western Australia, the Northern Territory and the
Australian Capital Territory. With the exception of 1990-91 the Australian
Capital Territory had the highest level in each of the years from 1984-85. GSP
per head of mean population in Queensland, South Ausfralia and Tasmania has
never exceeded the national average.

Queensland, Tasmania and the Northern Territory experienced a decline in this
ratio in the past year. Victoria's ratio declined in every year from 1984-85 to
1991-92, apart from 1987-88 for which it recorded a slight increase. Small
increases in Victoria's ratio have been recorded for 1992-93 and 1993-94. Despite
the overall decline the Victorian ratio remained above the national average
throughout the entire period from 1982-83 to 1993-94. Values for the Northern
Territory are characterised by sharp peaks and troughs, mostly reflecting
changes in gross product for the mining industry.
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The ratio for Tasmania which generally declined from 1986-87 (83.0%) to 1990-91
(79.9%), recovered in 1991-92 to 82.6%, but fell slightly in 1992-93 to 82.2% and
declined further in 1993-94 to 79.8%. The ratio for South Australia grew quickly
from 1982-83 (84.5%) to 1985-86 (92.7%), but then steadily decreased to 88.8% in
1988-89. From 1989-90 the ratio was above 89% and recovered to 90.9% in
1993-94. The ratio for Queensland experienced a five year period of decline,
from 1983-84 to 1987-88, but by 1992-93 had recovered to 92.1%. In 1993-94 the



ratio for Queensland declined to 90.3%. The ratio for Western Australia has been
above the national average since 1984-85, rising from 102.5% in that year to
111.2% in 1993-94. The ratio for the Australian Capital Territory generally rose
from 1982-83 to 1985-86, declined marginally from 1986-87 to 1989-90, and again
rose strongly from 1990-91 to 1993-94.

INDUSTRY Individual industry contributions to gross State product at factor cost (GSP(fc))
COMPOSITION for 1993-94 are shown below. Apart from Western Australia and the Australian
OF GSP Capital Territory, a relative shift from goods producing industries to service

providing industries has occurred in all States from 1982-83 to 1993-94.

For all States except for the Northern Territory, the manufacturing industry has
been the most significant contributor to the decline in the contribution of goods
producing industries to GSP(fc). For the Northern Territory the share of
manufacturing industry to total GSP(fc) was 5% in both 1982-83 and 1993-94.

Industry contribution to GSP(fc}, 1993-94 (a)

(per cent)
Nsw VIC QLD SA WA TAS NT ACT Aust

Agriculture, forestry

and fishing 2 3 5 4 4 6 3 — 3
Mining 2 4 5 2 14 2 20 — 4
Manufacturing 15 19 12 19 11 15 5 2 15
Electricity, gas and water 4 4 4 3 3 3 2 2 4
Construction 7 6 8 6 9 7 9 7 7
Wholesale trade 7 7 6 5 6 5 3 3 6
Retail trade 8 7 9 8 8 11 9 7 8
Accommodation, cafes

and restaurants 2 2 3 2 2 3 3 2 2
Transport and storage 5 5 6 6 5 5 5 3 3
Communication 3 3 3 2 2 2 2 2 3
Finance and insurance 4 4 3 4 3 2 3 3 4
Property and business services 10 9 7 8 8 5 6 1 9
Government administration

and defence 3 3 4 3 3 5 8 26 4
Education 5 5 5 6 5 5 5 8 5
Health and community services 6 6 6 8 6 7 5 4 6
Culture and recreational services 2 2 1 1 1 1 2 2 2
Personal and other services 2 2 2 3 2 2 2 3 2
Ownership of dwellings 11 9 10 9 7 10 5 9 10
General government (b) 2 2 2 2 2 3 2 6 2
Total 100 100 100 100 100 100 100 100 100
(a) Industries may not add to total due to rounding differences.
(b) State details for general government gross operating surplus by industry are not available,
NEW SOQUTH In 1982-83, manufacturing (18% of GSP(fc)) was the most important industry in
WALES New South Wales. By 1993-94 manufacturing's share of GSP(fc) had fallen to

15%, but manufacturing still remains the most significant contributor to GSP(fc).
In contrast, the contribution of property and business services rose from 7% in
1982-83 to 10% in 1993-94 and finance and insurance rose to 4% from 2% in
1982-83. Ownership of dwellings and retail trade's share of GSP(fc) also
increased over the same period, while transport and storage (7% in 1982-83) fell
t0 5% in 1993-94. The share of agriculture, forestry and fishing has mainly varied
between 3% and 4% over the same period, but has contributed only 2% to State
GSP(fc) from 1991-92 reflecting prolonged drought conditions in much of the
State.
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Manufacturing's share of G5P(fc) fell from 23% in 1982-83 to stabilise at 18%
between 1990-91 to 1992-93, but increased to 19% in 1993-94. Manufacturing is
still Victoria's most important industry. Property and business services’ share of
GSP(fc) is 9%, placing it equal with ownership of dwellings to be the next largest
contributors to GSP(fc) after manufacturing. Finance and insurance recorded the
largest growth, increasing from 1% in 1982-83 to 4% in 1993-94. The share of
mining has generally declined from a peak of around 6% in 1983-84 and 1984-85
to 3% between the years 1986-87 to 1989-90 and has stabilised at 4% since
1990-91. Agriculture, forestry and fishing has varied mostly between 3% and 4%
of GSP{fc) over the period from 1982-83.

Significant contributors to GSP{fc) in 1993-94 include manufacturing (12%,
though its share has declined from 14% in 1982-83), retail trade (9%} and
ownership of dwellings (10%). The share for construction varied between 9%
and 10% over much of the period but has fallen to B% since 1991-92. The
contribution of agriculture, forestry and fishing has levelled off at 5% from
1990-91. This represents a slight decline from the 6% to 7% that this industry
contributed for the period 1983-84 to 1989-90. Finance and insurance (2% in
1982-83 and 3% in 1993-94) and property and business services (6% in 1992-83
and 7% in 1993-94) both recorded increases in their contributions to GSP(fc).

In 1993-94, manufacturing was the highest contributor to GSP(fc) with 19% of
the total. Unlike the situation in most other States, manufacturing in South
Australia has generally maintained its relative importance. The contribution of
mining (1% in 1982-83) peaked at 5% in 1985-86 but has fallen to 2% in 1993-94.
The share of agriculture, forestry and fishing peaked at 7% in 1983-84 then
generally declined to contribute 4% in 1993-94. Finance and insurance (4% in
1993-94) and property and business services (8% in 1993-94) both increased their
contribution to GSP(fc) by 3 percentage points over the period from 1982-83. The
share of health and community services at around 7% to 8% of State GSP(fc)
over the period 1982-83 to 1993-94 is the highest of any of the States.

In 1982-83 manufacturing contributed the largest propoertion of GSP(fc) (13%),
ahead of mining which contributed 10%. Manufacturing fell to 11% of GSP(fc) in
1993-94, while over the same period mining increased in importance, its share
ranging between 11% and 16%, contributing 14% in 1993-94. The contribution of
agriculture, forestry and fishing (9% in 1982-83) has declined significantly to 4%
of GSP(fc) for each of the past three years. Retail trade (7% in 1982-83 and 8% in
1993-94) and construction (8% in 1982-83 and 9% in 1993-94) both recorded
increases in their contributions to GSP(fc).

As in most other States, the share of manufacturing has gradually declined over
the period from a peak of 18% between 1983-84 and 1985-86 to 15% in 1993-94.
Agriculture, forestry and fishing contributed between 5% and 7% of GSP(fc}
over the period 1982-83 to 1993-94. The contribution of mining fell from 5% to
2% over the same period. Following a decline from 6% in the four years to
1985-86, the share of transport and storage has been consistently at 5% between
1986-87 and 1993-94. Ownership of dwellings (6% in 1982-83 and 10% in
1993-94) and retail trade (8% in 1982-83 and 11% in 1993-94) both recorded
increases in their shares of G5P(fc).
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Mining remains the most important industry in the Northern Territory,
contributing 20% to total GSP(fc) in 1993-94. The share of agriculture, forestry
and fishing has remained relatively stable over the period from 1982-83 to
1993-94, contributing 3% of GSP(fc) in most years. Retail trade contributions
have varied between 7% and 10% over the same period, with the 1993-94 share
being 9%. Between 1982-83 and 1988-89 the construction industry contributed
10% to 11% of GSP(fc). From 1990-91 this industry's share has stabilised at 9%.
Consistent with the rest of Australia, finance and insurance (1% in 1982-83 to 3%
in 1993-94) and property and business services (5% in 1982-83 to 6% in 1993-94),
increased their shares of GSP(fc} over the period.

Although the share of government administration and defence services declined
between 1982-83 (34% of GSP(fc)) and 1993-94 (26% of GSP(fc)), it remains by far
the Territory's dominant industry. Property and business services’ contribution
of 11% of GSP(fc) in 1993-94 ranks it as the second most important industry in
the ACT. Retail trade's share of GSP{fc) has risen from 5% in 1982-83 to 7% in
1993-94. Ownership of dwelling's share has generally increased over the period
while education's share of GSP(fc) has fallen to 8% in 1993-94 from 10% in
1982-83. Other industries that increased in relative importance were construction
(6% in 1982-83 to 7% in 1993-94), personal and other services (2% in 1982-83 to
3% in 1993-94) and wholesale trade (2% in 1982-83 to 3% in 1993-94).

The analysis above concentrates on the level of economic production (GSP}and
its growth in current price terms. It does not provide a measure of incomes
received by residents, because a proportion of income generated in the
production process may be transferred to other States or overseas (and
conversely income may be received from other States or overseas).

Household income per head of mean population

®

1993-94
New South Wales 19,918
Victoria 19,226
Queensland 17,232
South Australia 17,768
Western Australia 19,022
Tasmania 16,186
Northern Territory 17,672
Australian Capital Territory 25,519
Australia 18,977

Household incorme measures income received by residents (before the deduction
of income taxes) from all sources, including wages, salaries and supplements,
unincorporated enterprises income, interest, dividends, and personal benefit
payments such as pensions, medical benefits and unemployment benefits.
Household income per head of mean population in 1993-94 is shown in Table 10.

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

The difference between GSP and State Final Demand (SFD) is equal to the
increase in stocks plus net interstate and international trade in goods and
services plus the statistical discrepancy. Changes in stocks may make a
significant contribution to the balancing item for particular years. However, it is
expected that net interstate and international trade in goods and services will
dominate the long-term movements in the residual series over time.

GROSS STATE PRODUCT less STATE FINAL DEMAND
Percentage of Gross State Product
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The graphs above show the value of this residual as a percentage of GSI” aver
the years 1982-83 to 1993-94. The graphs indicate that Victoria has been a net
exporter over the whole of the period, whereas New South Wales, Queensland,
Tasmania and the Australian Capital Territory have been net importers. A major
factor influencing this result for the ACT is that much of the Commonwealth
government's consumption expenditure occurs in the ACT. The present
treatment attributes all of this to the ACT. If data had been available to allocate
Commonwealth government final consumption expenditure to end users, the
residual for the Australian Capital Territory would be a much smaller negative
because the provision of the services would be regarded as an export to other
States. This would lead to a substantial reduction in the estimates of SFD in the
ACT, but have no impact on its GSP. (See paragraph 14 of the Explanatory Notes
for further details.) Western Australia has gone from being a net importer up to
the mid 1980s to being a net exporter, reflecting strong growth in the mining
industry. South Australia has been a net importer for the whole of this period
with the exception of 1988-89 and 1989-90. In the Northern Territory, the
residual has changed from being negative (a net importer) during the 1980s to



PRIVATE GROSS
FIXED CAPITAL
EXPENDITURE

DWELLINGS

NON-DWELLING
CONSTRUCTION

EQUIPMENT

REAL ESTATE
TRANSFER EXPENSES

PUBLIC GROSS FIXED
CAPITAL
EXPENDITURE

being positive (a net exporter) from 1989-90 to 1992-93 and back to a very small
negative in 1993-94.

The graphs on page 10 compare private gross fixed capital expenditure as a
percentage of GSP for each State with the rest of Australia. Investment in most
States peaked in 1988-89. As a percentage of GSP, investment has been above the
rest of Australia in all years in Queensland and Western Australia. It has been
below the rest of Australia in all years in Victoria, Tasmania and Australian
Capital Territory. Investment in the two Territories has tended to move
independently of national trends. Major resource developments and differences
in the timing of property upswings and downswings contribute to differences in
investment levels between States.

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

Compared with the other components of capital expenditure, dwelling
expenditure in 1993-94 grew relatively strongly in all States. Following a
downturn in the earty 1990s, Western Australia led the other States, with growth
rates just over 20 per cent in 1992-93 and 1993-94. Over the past two years, all
States except South Australia and Tasmania, recorded average growth rates
above their long term average (since 1982-83).

Since the downtum of the early 1990s, expenditure on non-dwelling
construction has continued to fall in New South Wales, Victoria, South Australia
and Tasmania. The continued decline in these States has resulted in expenditure
falling to levels experienced during the mid 1980s - prior to the "property boom”
of the late 1980s. A notable exception to this downward trend was the Northern
Territory, which increased 123.1 per cent over the latest two years, to 1993-54.

As with other components of capital expenditure, equipment declined in the
early 1990s across all States. Since 1991-92, the rate of 'recovery’ has varied
widely across States, with several States being affected significantly by large
"one-off" purchases, eg the purchase of power stations from the public sector in
Victoria and Queensland (in 1992-93 and 1993-94 respectively). South Australia
was the only State to decline in the latest two years, to 1993-94.

Real estate transfer expenses, as a percentage of private gross fixed capital
expenditure, have fluctuated in all States, generally in accordance with property
cycles.

The graphs on page 11 compare public gross fixed capital expenditure as a
percentage of GSP for each State with the rest of Australia. Since peaking around
1986-87 (in some States a year or so earlier) public capital expenditure as a
percentage of GSP has trended down in all States. Tasmania was the only State
showing any increase over the latest two years, to 1993-94. Queensland and
Northern Territory public capital expenditure as a percentage of GSI’ have been
consistently above the rest of Australia. Except for one or two ycars, Tasmania
and the Australian Capital Territory have also been consistently above the rest
of Australia. While New South Wales has tended to reflect the Australian
pattern, Victoria has been consistently below the rest of Australia.
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EXPLANATORY NOTES

Introduction

This publication contains income-based estimates
of gross domestic product (referred to as gross State
product (GSP)) and estimates of domestic final demand
by State and Territory for the years 1982-83 to
1993-94, State and Territory estimates are also
provided for many other national accounting
aggregates (see the Table of Contents, page Iiii).
Estimates are consistent with those published for
Australia in the 1993-94 issue of Australian National
Accounts: National Income, Expenditure and Product

(5204.0}. '

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

Concepts, definitions, sources and methods

3. The structure of the accounts accords closely
with the international standard described in the United
Nations publication A System of National Accounts
{SNA) 1968. After a long review process, a revised
international national accounting standard has recently
been published, entitled System of National Accounts,
i1993. Tt was produced and published by an
Intersecretartat ~ Working  Group,  comprising
representatives from five organisations involved in the
use of economic statistics and the promotion of
international statistical standards - United Nations,
Organisation for Economic Co-operation and
Development, International Monetary Fund, World
Bank and Commission of the European Communities.
The Australian national accounts will be reviewed to
achieve the maximum possible alignment with these
standards, with the major changes being implemented
in 1997.

4.  Detaiied information conceming concepts,
definitions, data sources and methodology is contained
in the current edition of dustralian National Accounts:
Concepts, Sources and Methods (5216.0) which was
released in May 1990. Some of the more relevant
details are provided in the following paragraphs.

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

established which reflect data availability and/or the
needs of users.

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

7.  Estimates of GSP are produced by summing
factor incomes i.e. wages, salaries and supplements,
and gross operating surplus {GOS), plus indirect taxes
less subsidies. While wages and salaries can be readily
collected by State, this 1s not always the case for
supplements or GOS which often cannot be measured
satisfactorily within business accounting systems at the
individual location. Most of the ABS integrated
industry collections which provided data for estimates
in this publication bave used the "establishment™ as
their basic collection unit. An establishment has been
defined as the smallest accounting unit of an enterprise
which controls its own productive activities and
maintains a specified range of detailed data, including
those which allow value added to be calculated. In
general, an establishment covers all the operations of
an enterprise at a physical location, but may consist of
a group of locations within the same State, or in some
cases, Australia. For enterprises that fall into this latter
category, conventions have to be adopted in order to
atlocate GOS to States and Territories.

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

9. Numerous data sources are used i0 apportion
Australia-level GOS to States. Taxation statistics are
used for non-farm unincorporated enterprises. Where
available, economic censuses and surveys data are used
for companies. For intercensal years and for those



industries that are out-of-scope of the ABS program of
economic censuses, a variety of allocators are used to
extrapolate or estimate State dissections. Indicators
imclude State details of wages and salaries,
employment, private final consumption expenditure,
movements in unincorporated enterprises' GOS, atrport
passenger embarkations/disembarkations, and freight
shipped from Australian ports (the latter two indicators
are specific to the transport industry). Production-based
estimates of farm sector GOS are derived using the
same data sources and methodology used for the
Australian estimates. Although the GOS of State and
Local public trading enterprises is directly available
from the ABS public finance system, GOS for
Commonwealth government public trading enterprises
is allocated mainly using indirect indicators.

10. While State by industry estimates of wages and
salaries are obtained from the same data sources as
those used for the Ausiralian estimates, the
corresponding estimates of the components of
supplements are essentially allocations of the
Australian total. State by industry estimates of
superannuation are derived using wages and salaries by
State by industry as an allocator. State by industry
estimates of workers' compensation are based on
industrial accident statistics and labour costs data
collected by the ABS. 1t should be noted that there is a
minor definitional difference between wages, salaries
and supplements as published in the gross product
tables and as published in the household income tables
for both Australian and State estimates, The difference
atises in situations where a household supplies labour
to a production establishment that is in a different
domestic territory (State/Country) from the household.

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

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

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

14. The treatment of Commonwealth government
final expenditures in regional accounting is rather
problematic. Alternative treatments are to attribute
final expenditures to the region in which the
expenditure was incurred, or to the region in which the
beneficiaries reside, or even 1t consider the
Commonwealth government consumer unit as extra-
territorial and therefore to exclude it from all regions.
For practical reasons the first approach has been
adopted in this publication, although it still required
extensive use of indirect indicators. An implication is
that a large proportion of the consumpiion of
Commonwealth Government servies is included in
SED for the ACT, inflating the balancing item for that
territory. If data had been available to allocate
Commonwealth final consumption expenditure to end
users, the balancing item for the ACT would be a much
smaller negative because the provision of the services
would be regarded as an interstate export instead.
Estimates for Commenwealth government
expenditures in the States on both an annual and
quarterly basis thercfore have to be treated with
considerable caution. The wages and salaries
component of Commonwealth government final
consumption expenditure was directly apportioned to
States using data from the ABS Survey of Employment
and Eamings and information supplied by the
Department of Defence. Expenditures on goods and
services classified to defence were allocated according
to population while non-defence purchases wcerce
allocated according to Commonwealth general
government employment by State and Territory.

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

16. For Commonwealth public enterprise gross fixed
capital expenditure, a variety of allocators has been
applied at the individual enterprise level. Direct
allocators have been used in a few cases where



enterprises operated wholly in one State or Territory.
State-level direct indicators were available for larger
enterprises from either the ABS Engineering
Construction Survey (for Telstra) or published
accounts (e.g. Federal Airports Commission). Indirect
indicators were used to allocate purchases of
equipment; for example, purchases of ships and aircraft
were allocated using general freight and passenger
activity through ports and airports in each State and
Territory, consistent with the treatment adopted for the
allocation of gross operating surplus.

Constant price estimates of GSP(I)

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

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

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

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

2t. Despite the fact that as broad a range of
information as possible has been drawn on in this
estimation procedure, the aggregate current and
constant price estimates of expenditures used in the
derivation of this deflator are not considered to be
complete measures, They merely serve to produce the
best deflators and therefore the most reliable estimates
of constant price GSP(I) that the available data and
resources allow. For this reason, they are regarded as
experimental estimates. During the next few quarters,
the accuracy and reliability of the constant price
GSP(l) estimates will be assessed against the uses to
which these statistics are put.

Changes in this issue

22. Estimates of gross State product at average
1989-90 prices are presented for the first time in this
issue (see Tables 1 and 2), although such estimates
were initially released in the September quaner 1994
issue of Australian National Accounts: State Accounts
(5242.0), See paragraphs 17 to 21 for a brief
description of the sources and methods used to compile
these estimates. The summary tables containing the
expenditure components of State final demand at both
current and average 1989-90 prices (Tables 5 to 11 in
the 1992-93 issuc of this publication) have been
consolidated into Tables 6 and 7 in this issue. As a
result of the changes to the summary tables in Section
1, the table numbers for all tables in other Sections of
this publication have been reduced by three.

23. National accounts industry statistics are now
classified according to a new industrial classification -
the Australian and New Zealand Standard Industrial
Classification (ANZSIC). Consequently, the estimates
of gross State product at factor cost by industry and

principal components shown in Section 2, are
classified by ANZSIC.
24, In the 1992-93 issue of this publication the

method used for deriving constant price estimates of
State -and local government final consumption
expenditure was changed for Victoria and Tasmania.
The modified method has now been applied to all
States and Territories. Redundancy payments are now
deducted from current price values prior to deflation



and a constant price estimate of the redundancy
payment liability is added to the result. The constant
price estimates of the redundancy payments are derived
by multiplying an employment estimate for the
particular quarter by the redundancy payments made in
the base year (1989-90) divided by the average
employment in 1989-90. While these estimates of
redundancy payment liabilities are not entirely
satisfactory, the new method has the desirable effect of
removing volatility caused by redundancy payments
from the constant price estimates. {This change was
introduced in the June quarter 1994 issue of the
quarterly national accounts (5206.0).)

Revisions in this issue

25. FEstimates have been revised to incorporate later
information from taxation assessment statistics, the
gross value of farm production series and other sources
which normatly become available by this time each
year,

Accoracy of estimates

26. The estimates contained in this publication
represent allocations of Australian estimates published
in 5204.0. Therefore, they will reflect any inaccuracies
inn those estimates as well as inaccuracies introduced by
any particular conceptual, methodological and data
problems inherent in the allocation of Australian
estimates to States. As such, the degree of accuracy
and reliability will necessarily be lower than that for
the counterpart Australian estimates.

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

28. Detailed industry estimates for the Territories are
likely to be less accurate than those for the States. For
example, the adjustment of taxation statistics {the
major data source for the unincorporated enterprises
component of GOS) from a State office-of-assessment
basis to the preferred State-of-residence basis is
relatively more significant for the Australian Capital
Territory than for the other States and the Northern
Territory. For the Communications industry, data for
the Australian Capital Territory are availabie only in
combination with New South Wales; a similar problem
exists for the Northern Territory which is combined
with South Australia. The use of indirect allocators 1o
separate the Territories has a far more significant effect
on the relative errors for the Australian Capital
Territory and the Northern Territory than for New
South Wales and South Australia. Where sample
surveys are used to collect data, standard errors are
often higher for the Territories than for the States.

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

30. There have been a number of source data changes
over the period covered in this publication which have
adversely affected the accuracy of estimates of GOS by
State and Territory. The usual range of taxation data
for partnerships and frusts was not produced for the
years 1987-88 and 1988-89. In addition. the accuracy
of taxation data for partnerships and trusts from
1987-88 to 1990-91 was affected by incomplete
statistical processing of returns by the Australian
Taxation Office. Changes to the ABS manufacturing
census since 1986-87 have resulted in the full range of
data items required to calculate GOS being available
only every three years rather than annually. Also
receipts and expenses data by State for Telecom ccased
to be available after 1987-88 as a result of the
reorganisation of that organisation’s accounting system.
Hence estimates of gross operating surplus by mdustry
by State for years 1987-8% to 1990-91 rely to a greater
extent than usual on interpolation of allocations
established for years prior to 1987-88 and post
1990-9t. Care should be taken in interpreting
movements over this period as well as in the most
recent year.

31. Estimates of indirect taxes less subsidies,
government final consumption cxpenditure, and
general government and public enterprise gross fixed
capital expenditure can be substantially affected by the
indicators chosen to apportion the Commonwealth
government component to States and Termitories.
Again, care is required when interpreting these
estimates.

32. For years prior to 1983-84, State estimates of
wages, salaries and supplements (particularly for
individual industries) were affected by significant
changes to source data over that period. For years since
1983-84, estimates of wages and salaries are based on
the labour force survey and a large scale survey of
employment and carnings. A small interim survey of
earnings (which was not designed to produce accurate
State estimates either at the industry or tota) level) and
the labour force survey were used to prepare estimates
of wages and salaries for the ycars 1981-82 and
1982-83, Estimates of wages, salaries and supplements,
and therefore gross product at factor cost, are only
included for all industries combined for the Northern
Territory for years prior to 1983-84,

33. The incomplete nature of the price and
expenditure data available at the State level for the
derivation of the GSP(I) deflators and the generally
lower level of accuracy of State data, referred to
carlier, mean that there is greater scope for inaccuracy
than in comparable estimates at the Australian level.
The constant price estimates of GSP(I) are derived
measures, _calculated by adjusting the current price
estimates using specially constructed State deflators.
This means that the constant price estimates
incorporate the combined effects of the inaccuracics in
the current price estimates and those in the deflators.



These imaccuracies reflect a number of factors,
including: higher relative sampling errors; the
'fuzziness’ of some State data arising from reporting
businesses and government agencies that operaie
across the country having difficulty allocating their
activities by State; and the limited availability of
source data on a State basis in & number of areas. The
inaccuracies in the component value and price
estimates may be compounded or offset in the process
of deriving the constant price estimates.

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

Occasional Papers

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

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

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

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

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

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

Occasional  Paper:  Estimates of Multifactor
Productivity — C. Aspden (5233.0)
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Occasional Paper: Productivity, Prices, Profits and
Pay, 1964-65 to 1989-90-—1. Castles (5239.0)

Occasional Paper: Unpaid Work and the Australian
Economy, 1992 (5240.0)

Occasional Paper: National Balance Sheets for
Australia, Issues and Experimental Estimates, 1989 to
1992 (5241.0)

Related publications

36. As well as publications already mentioned, other
national accounts and public finance publicatiohs
which may be of interest include:

Australian National Accounis: State Accounts (5242.0)
- issued quarterly

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

Australian National Accounts: National Income,
Expenditure and Product (5206.0) - issued quarterly

Australian National Accounts: Quarterly Data on
Floppy Disk (5228.0) - issued quarterly

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

Government Financial Estimates, Australia (5501.0) -
issued annually

General information

37. Current publications produced by the ABS are
listed in the Catalogue of Publications and Products
(1101.0). The ABS also issues, on Tuesdays and
Fridays, a Release Advice (1105.0) which lists
publications to be released in the next few days. The
Cataloguc and Release Advice are available from any
ABS office.

Symbols and other usages

n.a. not available
nil or rounded to zero

Any discrepancies between totals and sums of

components in the tables are due to rounding.
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