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PREFACE

This publication gives a summary description of the conceptual framework of Australia’s balance of payments accounts and of
the data sources and methods used o compile the statistics contained in balance of payments publications. It explains what
the statistics measure, how they relate 10 other economic series, how they are produced, where they are published and why
they are subjeet to varying degrees of accuracy and reliability. Its purpose is to provide users with an overview that will assist
them in interpreting the statistics.,

A more comprehensive description is contained in Balance of Pavments, Australia: Concepts, Sources and Methods (5331.0)
published in 199G. It is aimed at the users of balance of payments statistics who require a deeper understanding of the basis
on which the accounts are cornpiled. This summary publication serves as an up-to-date, but less detailed, reference for those
users.

The main Australian Bureau of Statislics (ABS) publications presenting balance of paymemns statistics are the guarterly and
monthly publications (Catalogue Nos. 5302.0, and 5301.0 respectively) which are both titled Balance of Payments, Australia,
and the annual publication (5363.0) which is titled Balance of Payments and International Investment Position, Australia.
Descriptions contained in this publication are consistent with statistics released in the December quarter 1995 issue of the
guarterly publication.

From time to time, particular concepts, sources or methods used in compiling balance of payments statistics are changed or
modified in the light of reviews or other developments. The practice of advising users of these changes in the appropriate
issues of publications 5301.0, 5302.0 and 5363.0 will continue.

The ABS invites comments on the usefulness of this publication as a guide to Australian balance of payments statistics. Such
feedback will help in planning the content of future issues, the next issue of publication 5331.0, and the descriptive material
included in the regular siatistical budletins,

W. McLennan
Australian Statistician

Australian Bureau of Statistics
Canberra, ACT 2616

Septernber 1996



ABBREVIATIONS AND OTHER USAGES

ABS
ACS
ANA
annual publication

APEC
ASEAN
ASIC
BEC
BPM

c.i.f.
EU
f.ob
HS

IBRD

IMF

1TSS

menthly imports publication

monthly balance of payments publication
ne.c.

OAD

OECD

OPEC

PC AUSSTATS

quarterly balance of payments publication
SDRs

SFI

SITC

SNA

SORAT
TWI

Australian Bureau of Statistics

Australian Customs Service

Australian Nationatl Accounts

Balance of Payments and International Investment Position Australia
(Catalogue No. 5363.0)

Asia Pacific Economic Cooperation

Association of South East Asian Nations

Australian Standard Industrial Classification

Broad Economic Categories

Balance of Payments Manual (Fourth Edition, IMF, Washington, D.C. USA
1977. Fifth Edition, IMF, Washington D.C. USA 1993.)

cost, insurance and freight

European Union

free on board

Harmonised Commodity Description and Coding System (or Harmonised
System)

Internationai Bank for Reconstruction and Development (World Bank)
International Monetary Fund

International Trade in Services Survey

Merchandise imports (Balance of Payments Basis), Australia (Catalogue
No. 5320.0)

Balance of Payments, Australia (Catalogue No. 5301.0)

Not elsewhere classified

Overseas Arrivals and Departures Statistics

Organisation for Economic Cooperation and Development

Organisation of Petroleum Exporting Countries

The ABS’s on-line database service

Balance of Payments, Australia (Catalogue No. 5302.0)

Special Drawing Rights

Survey of Foreign Investment

Standard International Trade Classification

A System of National Accounts. (Revision 3, UN, New York, USA 1968, Re-
vision 4, UN/IMF/OECD/EUROSTAT/World Bank, New York, USA 1993))
Survey of Returned Australian Travellers

Trade Weighted Index '

vi
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CHAPTER 1
A SHORT HISTORY

Official estimates of some of the major items in the Austra-
lian balance of payments were first published in 1931 and the
range of estimates was expanded in 1933. Estimates were
published year by year in the Commeonwealth Year-bock and
later in official statements until publication was interrupted
by World War II. These pre-war estimates, which evenually
covered the years 1928-29 to 1936-37, were published in
sterling rather than Australian currency.

1.2 More comprehensive official figures were published in
1950, covering the period 1928-29 to 1948-49. These were
expressed in Australian currency. Annual figures have been
published ever since.

1.3 Half-yearly statistics were introduced in 1951.

1.4 Publication of quarterly statistics commenced in 1962
while seasonally adjusted quarterly estimates were introduced
in 1974.

1.5 Monthly balance of payments statistics were first pub-
lished in April 1976. Seasonally adjusted monthly figures
for the merchandise items were added in November 1980 and
corresponding trend estimates were introduced in November
1986.

1.6 Detailed quarterly estimates of goods and services {on a
balance of payments basis) in constant-price terms and asso-
ciated implicit price deflators were first published in 1982.

1.7 In recent years the monthly, quarterly and annual printed
publications containing balance of payments statistics have
been supplemented by electronic releases. FElectronic dis-
semination of monthly and quarterly statistics commenced
during 1986 on PC AUSSTATS (the ABS’s on-line database
service). Subsequently a floppy disk service was intro-
duced.
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CHAPTER 2

THE CONCEPTUAL FRAMEWORK

Definition of the balance of payments

The Australian balance of pavments is a statistical statement
designed to provide a systematic record of Australia’s eco-
nomic transactions with the rest of the world. It may be de-
scribed as a system of consolidated accounts in which the
accounting entity is the Australian economy and the entries
mostly refer to economic transactions between residents of
Australia and residents of the rest of the world (non-resi-
dents).

2.2 Balance of payments statements cover a wide range of
economic transactions which may be broadly divided into
three categories. The first category comprises transactions in
goods, services and income between residents of Australia
and non-residents. The second category relates to financial
transactions involving Australian claims on, and liabilities to,
the rest of the world. Because the statement is constructed
on a double-entry recording basis (see Paragraph 2.6), a third
category, described as unrequited transfers, is required to
provide offsetting entries for one-sided transactions such as
gifts in cash and kind which have no quid pro quo. Two
changes not arising from transactions - specifically changes
in Australia’s official reserve assets arising from the alloca-
tion {or cancellation) of Special Drawing Rights (SDRs) by
the International Monetary Fund (IMF} and the monetisation
(or demonetisation) of gold - are included by convention, to
make the accounts more analytically useful.

2.3 Traditionally, the first and third of the above categories
have been combined in what is described as the current ac-
count and the second category, together with the two changes
not arising from transactions, has been shown separately in
what is described as the capital account.

The conceptual framework

2.4 The conceptual framework of the Australian balance of
payments consists of a set of basic principles and concepts
designed to facilitate the systematic and consistent recording
of the economic transactions and the other changes included
in the balance of payments. The most basic principie in-
volves the use of the internationally accepted convention of
the double-entry recording system in which every transaction
is represented by two entries of equal and opposite value. In
addition, principles are adopted for distinguishing, on a con-
sistent basis, between entities to be regarded as Australian
residents and those to be regarded as nou-residents, and for
determining the scope of economic transactions and other
changes to be included in the accounts. Uniform principles
of valuation and timing are also used as a basis for the con-
sistent recording of the transactions and other changes in-
cluded in the accounts, although, in practice, this is not al-
ways achieved,

2.5 The conceptual framework of the Australian balance of
payments broadly corresponds to that underlying the fourth
edition (1977} of the IMF’s Balance of Payments Manual
(BPM4). Work on implementing the recommendations of the
fifth edition of the IMF’s Balance of Payments Manual
(BPM35), released in late 1993, is currently underway. It is
planned to introduce the new framework into Australia’s bal-
ance of payments accounts from September quarter 1997.

The double-entry recording system

2.6 The double-entry recording system is used for recording
balance of payments transactions. Under the internationally
accepted conventions of the double entry system, credit en-
tries are used to record exports of goods and services, income
receivable and financial transactions involving either a reduc-
tion in the country’s foreign financial assets or an increase in
its foreign liabilities, Conversely, debit entries are used to
record imports of goods and services, income payable and
financial transactions involving either an increase in foreign
financial assets or a decrease in foreign liabilities. Transac-
tions in a double-entry accounting system are reflected in
pairs of equal credit and debit entries. Any entries that are
not automatically paired are matched by special offsetting en-
tries. Such offsetting entries are necessary for the category
of unrequited transfers and for the other changes not arising
from transactions referred to in Paragraph 2.2, namely the
allocation {or cancellation) of SDRs and the monetisation (or
demonetisation) of geold.

2.7 It follows that, in principle, the net sum of all credit and
debit entries is zero. In practice, some transactions are not
measured accurately (errors), while others are not measured
at all (omissions). Equality between the sum of the credit
and debit entries is brought about by the inclusion of a bal-
ancing item which reflects net errors and omissions.

Concepts of territory and resident

2.8 In compiling the Australian balance of payments, it is
necessary to determine the economic entities that are to be
regarded as comprising the Australian economy. For this
purpose, the Australian economy is conceived as comprising
the economic entities that have a closer association with the
territory of Australia than with any other territory. Each
such economic entity is described as a resident of Australia.
Any economic entity which is not determined to be a resident
of Australia is described as a non-resident.

2.9 Australia’s territory is defined to include the territories
lying within its political frontiers and territorial seas and in-
ternational waters over which it has exclusive jurisdiction. It

‘does not include Australia’s external territories such as Nor-

folk Island and Christmas Istand.

2.10 The residents of Australia comprise general govem-
ment institutions, individuals, enterprises and private non-
profit bodies.

2.11 Australian resident gemeral government institutions
consist of Commonwealth, State and local government
authorities and statutory bodies, but exclude govemment -
owned or controlled (public} financial and trading enter-
prises.  Australian embassies, consulates, military estab-
lishments and other entities of general government located
abroad are treated as residents; similar entities of other coun-
tries located within Australia are treated as non-residents.

2.12 Resident individuals broadly encompass all persons re-
siding in the territory of Australia on other than a temporary
basis. They are persons whose general cenire of interest is
considered to rest in Australia. They include Australia’s offi-
cial diplomatic and consular representatives, members of
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Australia’s armed forces and other Australian government
personnel (and their dependants) stationed abroad. All per-
sons living in Australia for twelve months or more are con-
sidercd to be residents with the exeeption of foreign diplo-
matic, consular, military and other government personnel
(and their dependants) and foreign students studying in Aus-
tralia (the centre of interest of these individuals is considered
to be outside the territory of Australia). The centre of inter-
est of persons visiting Australia for less than twelve months
is considered to be outside Australia and therefore they are
regarded as non-residents.

2.13 Resident enterprises include all enterprises engaged in
the production of goods and services on a commercial or
equivalent basis within the territory of Australia. They in-
clude both financial and trading enterprises. These enter-
prises may be incorporated or unincorporated; privately or
government owned and/or controlled; and locaily or foreign
owned and/or controlled. The definition of an enterprise in
terms of the territory in which it is located often makes it
necessary to divide a single legal entity (e.g. a business in-
corporated or based in one country and its branch operating
in another) into two or more separate enterprises.

Valuation

2.14 In principle, transactions and other changes should be
valued in the balance of payments at market prices. A mar-
ket price is defined as the amount of money that a willing
buyer pays to acquire something from a willing seller, when
such an exchange is between independent parties and one
into which only commercial considerations enter. In compil-
ing balance of payments statistics however, one or more of
the conditions needed to establish a market price may be ab-
sent; for example, the parties to a transaction may not he
independent but may be related or affiliated in some way. In
practice, transactions are generally valued in the statistics at
transactions prices because this basis provides the closest
practical approximation to the market price principle. The
fransactions price is the price at which a transaction is re-
corded in the accounts of the transactors.

2.15 Amounts denominated in foreign currencies should, in
pringiple, be converted to Australian currency at market rates
of exchange prevailing at the time of the transaction. In
practice, the actual rate used varies according to the source
of the data and record keeping practices and may be a rate
applying at a time different from the time at which the trans-
action takes place.

Timing

2.16 Transactions and other changes recorded in the balance
of payments should, in principle, be recorded at the fime af
change of ownership (either actual or imputed). For current
account transactions, this is conceived as the time when
ownership of goods changes, when services are rendered,
when reinvested eamings attributable to direct investors are
earned, and when interest and dividends become due for pay-
ment. In the case of unrequited transfers, those which are
imposed by one party on another, such as taxes and fines,
should ideally be recorded at the time they become due for
payment without penalty; whereas others should be recorded
when the goods, services etc. to which they are offsets
change ownership. For capital account transactions, the time
of change of ownership is, by convention, normally taken to
be the time at which transactions are entered in the books of

the transactors. Entries for loan drawings should be based
on actual disbursements and not on commitments or authori-
sations. Entries for loan repayments should be recorded at
the time they become due rather than on the actual payment
date.

2.17 In practice, the nature of the available data sources is
such that the time of recording of transactions will often dif-
fer from the time of change of ownership. This is particu-
larly true in the case of transactions in goods which are, in
the main, recorded at the time that administrative records re-
lating to the movement of the goods across the customs fron-
tier are processed. Where practical, timing adjustments are
made for transactions in certain goods to ensure that they are
recorded in the time period in which change of ownership
occurs,

Economic transactions and other changes covered in the
balance of payments

2.18 Despite its name the balance of payments is not pri-
marily concerned with payments as that term is generally un-
derstood but, in the main, with transactions. An economic
transaction (or, simply, transaction) occurs when something
of economic value 1s provided by one party to another. The
things that are considered to have economic value are goods,
services, income and financial assets and liabilities. The
transactions recorded in a balance of payments statement
stem primarily from dealings between two parties, one usu-
ally being a resident and the other a non-resident.

2.19 International transactions included in a balance of pay-
ments statement may not involve the simultaneous payment
of money (such as the acquisition of goods which have been
pre-paid or sold on credit) and some may not invelve any
payment of money at all (such as barter trade or goods
granted under foreign aid programs). In the case of goods,
payment will frequently not coincide with the time of change
of ownership of a good. For example, if a good changes
ownership before payment, the change of ownership of the
good is offset by the creation of a financial claim. When the
payment is made in due course, the financial claim is extin-
guished. In this example there would be two transactions to
be recorded in the balance of payments, involving two pairs
of matched entries.

2.20 The types of transactions included in the balance of
payments are exchanges, one-sided transactions and imputed
transactions for reinvested earnings attributable to direct in-
vestors. Changes included in the balance of payments which
do not arise from transactions are the monetisation {(or de-
monetisation) of gold and the allocation (or cancellation) of
SDRs.

2.21 Exchanges are the most important and numerous of the
types of changes covered by the balance of payments and
include all balance of payments transactions in which one
transactor provides something of economic value to another
transactor and receives in return something of equal value.

2.22 One-sided transactions refer 1o gifts, grants, taxes etc.
where one transactor provides something of economic value
to another but does not receive in return a quid pro quo to
which an economic value can be assigned. In order to main-
tain the double entry system of accounting, the value pro-
vided is matched in the accounts by an offsetting entry which
is referred to as an unrequited transfer. Another example of
a one-sided transaction is migrants’ transfers. A special sta-



tistical treatment is required when a person migrates, that is
when the person’s status changes from non-resident to resi-
dent (or vice versa). When this change occurs, the property
owned by the migrant becomes the property of a resident in-
stead of that of a non-resident {or vice versa). The changes
involved in the transfer are included in principle in the bal-
ance of payments, Offset entries corresponding to the transfer
of net worth are therefore required and, by convention, these
are included in unrequited transfers. This treatment amounts
to envisaging a transfer of property from the person in his or
her capacity as a non-resident to the person in his or her
capacity as a resident (or vice versa). In principle, this trans-
action embraces all the migrant’s property whether or not it
accompanies him or her but, in practice, only cash transfers
are likely to be recorded.

2.23 Imputed transactions are included in the balance of
payments for the reinvested earnings of Australian resident
direct investment enterprises attributable to their non-resident
direct investors and the reinvested earnings of non-resident
direct investment enterprises attributable to their Australian
resident direct investors. These eamings are regarded as be-
ing paid out as investment income and then reinvested in the
enterprises from which they originated. They are, therefore,
recorded as both a component of foreign investment income
payable or receivable and a component of the flow of foreign
investment capital. [t is considered analytically useful to
separately identify these transactions in balance of payments
statements because of the substantial contribution that they
make to the stock of direct investment capital in a country.

2.24 Monetisation (or demonetisation) of gold refers to the
reclassification of gold from non-monetary to monetary gold
{or vice versa). Aflocation (or cancellation} of SDRs by the
IMF involves the creation (or extinction} of foreign assets
which form part of Australia’s holdings of official reserve
assets but for which there are no corresponding foreign li-
abilities. Changes in monetary gold holdings due to moneti-
sation (or demonetisation) and changes in SDR holdings due
to the allocation (or cancellation) of SDRs are included in the
balance of payments as changes to Australia’s official reserve
assets and offset by a counterpart item within the reserve
assets category.

Relationship to the national accounts

2.25 The national accounts is designed to provide a compre-
hensive and systematic framework for the presentation of the
economic statistics of a country. The international standard
for such a framework is the System of National Accounts
(SNA) published jointly by the United Nations, IMF, OECD,
Eurostat and World Bank. There is virtually complete con-
cordance between the conceptual framework of the fifth edi-
tion of the IMF’s Balance of Payments Manual (BPM5) and
the 1993 edition of the SNA.

226 The Australian National Accounts (ANA) is defined to
include the national income and expenditure accounts, input-
output tables, State accounts, estimates of capital stock and
financial accounts. In the Australian national income and ex-
penditure accounts, transactions are classified into four ac-
counts which represent the consolidated accounts of the na-
tion - the domestic production account, the national income
and outlay account, the national capital account and the over-
seas transactions account,

2.27 The overseas transactions account records afl transac-
tions of a cument nature between Australian and overseas
residents, This account is shown in the 1994-95 issue of
Australian National Accounts, National Income, Expenditure
and Product (5204.0) in summary form as Table 12 and in
more detailed form as Table 62. Although this is an account
for the overseas sector, the items are named from the Austra-
lian viewpoint. It shows that Australia’s current receipts
from overseas consist of the value of exports of goods and
services, and income (dividends, interest, wages etc), unre-
quited transfers and extraordinary insurance claims received
from overseas. These receipts are used to pay for imports of
goods and services and for income and unrequited transfers
provided to overseas. The balance of curent receipts repre-
sents net lending to overseas. Positive net lending to over-
seas corresponds to a surplus on current fransactions with
overseas and negative net lending corresponds to a deficit.

2.28 Net lending to overseas can also be described as the
excess of the net acquisition of overseas financiaf assets over
the net incurrence af overseas Habilities. The ANA analyses
net lending to overseas in a complementary table to the over-
seas transactions account in 5204.0 (Table 63 of the 1993-94
issue) by showing details of overseas capital transactions. It
also provides an elaboration of net lending to overseas in the
rest of the world sector in the financial accounts. These ac-
counts are shown in the quarterly Australian National Ac-
counts, Financial Accounts (5232.0).

2.29 The Australian balance of payments is encompassed
within the conceptual framework of the ANA. It forms an
identifiable segment of the ANA system. The recording of
economic transactions between residents and non-residents in
the overseas transactions account is largely parallelled by
corresponding entries in the current account of the balance of
payments. Similarly the recording of transactions in the net
lending to overseas table and in the rest of the world sector
of the financial accounts is largely parallelled by correspond-
ing entries in the capital account of the balance of payments.
The balance of payments curment and capital accounts, how-
ever, are presented in greater detail than in the ANA. The
balance of payments can thus be considered as meeting the
need for an elaboration of the overseas transactions account
and rest of the world sector of the financial accounts for pur-
poses of the more specialised study of the nation’s interna-
tional economic relations.

2.30 Currently there is only one, admittedly important, dif-
ference in the conceptual treatment of overseas transactions
in the ANA and in the Australian balance of payments, al-
though there are a number of differences in the titles given to
items and in classification. The difference in conceptual
treatment relates to the reinvested earnings item.

2.31 Reinvested earnings attributable to direct investors are
treated in the current account of the Australian balance of
payments as part of income payable or receivable on direct
investment with an equal offsetting amount being recorded in
the capital account as a flow of direct investment capital (re-
investment of earnings). This treatment is in accordance
with the guidelines of the fourth and fifth editions of the
BPM. The ANA does not include reinvested eamings in the
overseas transactions account, nor does it record a corre-
sponding offsetting amount in the net lending to overseas ta-
ble. Similarly, it does not include reinvested earnings in the
rest of the world sector of the financial accounts.



2.32 The ANA follows guidelines in the 1968 edition of the
SNA and views the reinvested earnings of resident enter-
prises as a component of the saving of these enterprises.
(Saving provides a link between the income and outlay ac-
counts of the relevant domestic sectors and their capital ac-
counts.) The ANA does not attribute any of this saving to
the owners (resident or non-resident) of the enterprises in-
volved. Likewise, it docs not attribute to residents any
claims that they may have on the reinvested camings of non-
resident enterprises.

2.33  As the 1993 edition of the SNA recommends a differ-
ent treatment of reinvested earnings that is consistent with
the BPM, the ABS intends to adapt this treatment in the
course of implementing the latest cdition of the SNA.

Relationship to international investment position statistics

2.34 Internattonal investment position statistics provide in-
formation on the levels (stock) of foreign financial assets and
liabilities of Australian residents at a particular date; in-
creases and decreases in these asscts and liabilities as a result
of capital transactions; other changes in the value of these
assets and liabilities (e.g. on account of exchange rate vari-
ations); and income receivable and payable on these assets
and liabilities.

2.35 Capital wansactions measured in intermational invest-
ment position statistics arc equivalent to the transactions
measured in the balance of payments capital account. There-
fore, capital transactions arising from foreign investment in
Australia less capital transactions arising from Australian in-
vestment abroad, as measured in international investment po-
sition statistics, equals the balance on capital account re-
corded in the balance of payments. Income payable on for-
eign investment in Australia and receivable on Australian in-

vestment abroad are equivalent to the investment income
debit and credit items, respectively, included in the balance
of payments current account. As the balance of payments
accounts are only concerned with economic transactions, the
stock of foreign financial assets and liabilities and changes
(e.g. due to exchange rate variations) in that stock not due to
transactions are excluded from the scope of the accounts.
They are, however, captured in the international investment
position summary table, which can be viewed as a reconcili-
ation table, reconciling changes in levels of Australia’s inter-
national assets and liabilities with capital transactions in the
balance of payments.

2.36 Classifications such as the direction of investment (for-
eign investment in Australia or Australian investment
abroad), institutional sector, type of capital (direct invest-
ment, reserve assets and portfolio and other investment), in-
strument of investment, country, etc. are used consistently in
both balance of payments and international investment statis-
tics.

2.37 A difference in presentation between the two sets of
statistics is the use of signs. A negative sign is used for
increases in foreign assets (debits) in the balance of pay-
ments capital account whereas a decrease in foreign assets is
shown without a sign. A negative sign is alse used for in-
come payable abroad (debits) in the current account. In in-
ternational investment statistics, increases in foreign assets
are shown without a sign, while decreases are shown with a
negative sign; and income, both receivable and payable, is
generally shown without a sign,

2.38 The following table illustrates the relationship between
balance of payments and international investment position
statistics.



Table 1. Relationship between the Balance of Payments and International
Investment Position Statements

"

International Investment Posi

Balance of Payments

Current Account
(current {ransactions)

Merchandise
Exports fob
Imports fob
Balance on
mevchandise trade

Services
Credits

Debits

Net Services

Income
Credits
Investment income
Other property income
Labour and other incomse
Debits
Investment incorme
Other property income
Labour and other income
Net Income

Unrequited Transfers
Credits
Debits
Net Unreguited
Transfers

Balance on Current
Account

Level at Capital Account Exchange : Other Level at Investment Income
Beginniug of Period (capital transactions) Rate Changes End of Period \
changes {other Income payable on
Foreign Investment Foreign investment valuation Foreign investment Foreign investment
in Australia in Australia changes, in Australia in Australia
reclassification,
Australian investment Austrailan investment etc.) Australian Income receivable on
abroad abroad investment abroad Australian investment
abroad
Net international . Balance on Cﬂpifﬂl l\{et intelna(lonalv . ) i
mvestt_nea':lt posmor} Account (net capital mvestment ppsﬂwn Net investment income
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CHAPTER 3
CLASSIFICATION

Overview

The compilation of balance of payments statistics requires
the collection of information on all economic transactions be-
tween Australian residents and non-residents. For effective
utilisation, the great mass of information that is obtained
from many different sources first needs to be organised into
categories suitable for economic analysis. The framework
chosen for the organisation of statistical data is described as
a classification and the format chosen for the Australian bal-
ance of payments is shown in Table 2 at the end of this chap-
ter.

3.2 The selected classification is the result of the interplay of
many factors, some of which reinforce one another and oth-
ers of which are in conflict. The selection was mainly influ-
enced by the international recommendations for balance of
payments and national accounts statistics, and the preferences
of major users of the statistics. However, the need to be
practical was also important, especially in the determination
of items to be included in or excluded from the classification.

3.3 As described in paragraphs 2.2 and 2.3, the balance of
payments statement is divided into a current account and a
capital account. The current account records transactions be-
tween Australian residents and non-residents in goods, serv-
ices, income, and untequited transfers. The capital account
records transactions in Aunstralia’s foreign financial assets
and liabilities, including the creation and extinction of claims
on or by the rest of the world, and two changes not arising
from transactions - the allocation (or cancellation) of SDRs
and the monetisation (or demonetisation) of gold.

3.4 Transactions are recorded as either debits or credits.
The following transactions are regarded as debits and identi-
fied by a minus sign: the acquisition of goods and services
from non-residents, income payable to non-residents, unre-
quited transfers provided to non-residents, increases in for-
eign financial assets and decreases in foreign liabilities.
Credits have no arithmetic sign and consist of these transac-
tions: the provision of goods and services to non-residents,
income receivable from non-residents, unrequited transfers
received from non-residents, decreases in foreign financial
assets and increases in foreign liabilities.

3.5 Current transactions are recorded gross and capital trans-
actions net. This means that for each item in the current ac-
count the credit entries are recorded separately from the debit
entrics. For example, travel credits are shown separately
from travel debirs. TFor each item in the capital account,
debit and credit transactions are combined to produce a sin-
gle result for the item, which may be either a net credit or a
net debit. For example, in a given period, foreign purchases
of shares issued by companies in Australia {credit) are netted
against foreign sales of shares issued by companies in Aus-
tralia (debif) and the net result is recorded in the appropriate
item in the capital account.

Current account

3.6 The major headings in the current account are goods and
services, income and unrequited transfers, The sub-headings
under goods and services are merchandise and services.

Merchandise (balance of payments basis)

3.7 Merchandise covers movable goods (with a few excep-
tions) which change ownership from residents to non-resi-
dents (exports) and from non-residents to residents (imports).
The series are derived mainly from foreign trade statistics
which are adjusted for coverage, timing and (imports only)
valuation to put them on a balance of payments basis.

Commodity breakdowns of merchandise

3.8 Commodity breakdowns of merchandise exports and im-
ports are provided in all balance of payments publications.
The classification scheme, which is also used in international
merchandise trade statistics, is the United Nations’ Standard
International Trade Classification (SITC). From January
1988, the third revision (Rev 3} of the SITC (see UN Statisti-
cal Papers Series M No. 34 Rev 3, New York 1986) was
adopted in ABS international merchandise trade statistics., It
was also adopted in balance of payments publications from
the October 1988 monthly publication, at which time esti-
mates for a long run of earlier periods were recompiled on
the new basis. For periods prior to January 1988, this was
done by mapping data classified on the previous basis to the
closest items in the new classification.

3.9 The commodity breakdowns for merchandise exports
and imports shown in the balance of payments are given in
Tables 3 and 4 at the end of this chapter together with the
Section(s) or Division(s) of the SITC which comprise the
groupings shown.

3.10 Since the commodity breakdown of exports shown in
the balance of payments is based largely on darta at the two-
digit level of the SITC, reasonable continuity has been pre-
served. However, there are some relatively minor structurai
and definitional differences between SITC Revisions 2 and 3
at the two-digit level which cause a statistical break in the
commodity-classified time series between December 1987
and January 1988,

3.11 In defining rural exports largely in terms of sections
(1-digit level) or divisions (2-digit level} of the SITC, many
individual items are classified differently from what might
have been the case with a2 more detailed system. For exam-
ple, canned fruit salad is included in rural while cotton varn
is not - both items might equally well have been classified to
rural (on the basis of their origin), or to non-rural (due to the
high proportion of value added during subsequent process-
ing}.

3.12 The terms rural and non-rural are therefore used in a
broad sense and the limitations mentioned above should be

borne in mind when the estimates are used for analytical pur-
poses.

3.13 Merchandise imports are broken down into three “end-
use™ categories, consumption goods, capital goods and inter-
mediate and other goods. These end-use categories are fur-
ther dissected into a total of 26 SITC Rev 3-based commod-

ity groups.

3.14 The 26 merchandise imports commodity groups have
been designed so they: result in meaningful groupings which
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have sufficient value to warrant separate identification; pro-
vide an appropriate spread across all end-use categories with-
out any unduly large residual components; and provide detail
for major import commodities, The 26 merchandise imports
commodity groups are further sub-divided into a total of 109
commodity sub-groups. Detail at this level is not published
but is available as a special data service. Table 3 at the end
of this chapter outlines these classifications and their com-
modity sub-groups.

3.15 Further information on the imports classification is
contained in the Information Paper, Change to Commodity
Classification of Merchandise Imports in Balance of Pay-
ments Publications (ABS Catalogue No. 5344.0), which was
released on 14 April 1994,

Services

3.16 Services covers services rendered by Australian resi-
dents to non-residents (credits) and by non-residents to resi-
dents (debits), together with transactions in a few types of
goods (e.g. goods purchased by travellers).

Income

3.17 Income covers income earned by Australian residents
from non-residents (credits) or by non-residents from resi-
dents (debits). It includes investment income (e.g.dividends
and interest), other property income (e.g royalties) and labour
income (e.g. wages and salaries).

Unrequited transfers

3.18 Unrequited transfers covers the offsetting entries re-
quired by the double-entry system of accounting when re-
sources (goods, services and financial assets} are provided,
without something of economic value being received in re-
turn, by non-residents to Australian residents (offsetting cred-
its required) and by residents to non-residents {offsetting
debits required). It includes foreign aid, migrants’ transfers,
gifts, donations, pensions and taxes.

Capital account

3.19 Within the capital account, transactions are classified
successively by resident institutional sector, direction of in-
vestment, type of capital and instrument of investment. Sup-
plementary breakdowns of borrowing are also provided.

Resident institutional sectors

3.20 Capital transactions, and some current transactions are
grouped into two broad institutional sectors called official
and non-official. The official sector is split into general gov-
ernment and Reserve Bank of Australia. The general govern-
ment sector comprises the transactions of Departments of
State and similar entities that are the agents of Common-
wealth, State or local government. State government central
borrowing authorities, private non-profit organisations serv-
ing government and those private non-profit organisations
that serve households but are either financed and controlled
by government or whose services are integrated with those of
government are included in this category. Public business
enterprises are, however, excluded from this sector and in-
cluded in the non-official sector.

3.21 The non-official sector covers transactions of all other
resident entities including banks, non-bank financial enter-
prises and households. Banks are deposit-taking institutions

in Australia licensed under the Banking Act to act as banks
or which have been created under Commonwealth or State
legislation. This category in balance of payments publica-
tions excludes the Reserve Bank but includes all other gov-
ernment owned banks. Non-bank financial enterprises are
enterpnises, other than the Reserve Bank and banks licenced
under the Banking Act that are mainly engaged in incuring
liabilities and acquiring financial assets. Trading enterprises
are non-fimancial enterprises mainly engaged in the produc-
tion of goods and services for sale in the market.

3.22 For some purposes, the non-official sector is dissected
into a public component and a private component. The pub-
lic sector grouping consists of government-owned and/or
controlled business enterprises while the private sector
grouping consists of all other entities. Examples of public
sector business enterprises are: the Australian Industry De-
velopment Corporation, the Australian Wheat Board and Tel-
stra (Commonwealth trading and financial enterprises); and
the New South Wales State Electricity Commission (State
trading enterprise).

Direction of investment

3.23 This classification refers to the basic distinction be-
tween inward and outward investment; that is, foreign invest-
ment in Australia or Australian investment abroad. Broadly,
foreign investment in Australia refers to capital transactions
which increase or decrease the stock of financial assets in
Australia owned by non-residents. Converscly., Australian
investment abroad refers to capital transactions which in-
crease or decrease the stock of foreign financial assets owned
by Australian residents.

3.24 There is one exception to the above definition of for-
eign investment in Ausiralia and Australian investment
abroad. It concerns direct investment activity {described in
paragraphs 3.26 to 3.29) where the classification of particular
investment transactions to either foreign imvestment in Aus-
tralia or Australian investment abroad depends upon the di-
rection of the equity link which underlies the establishment
of the direct investment relationship between the transactors.
The net result of capital transactions between a foreign direct
investor and its direct investment enterprise in Australia is
recorded as foreign investment in Australia. This is so even
if the only transactions between the entities during a particu-
lar period result in an increase in the Australian enterprise’s
financial assets abroad. An analogous treatment is used in
the case of an Australian direct investor with a foreign direct
investment enterprise; the net result of all capital transactions
between the two entities is recorded as Australian investment
abroad.

Type of capital

3.25 Three types of capital are distinguished: direcr invest-
ment, reserve assets, and portfolio and other investment.

326 The concept of direct investment is broadly one of
capital invested in an enterprise by an investor (called a 4i-
rect investor) having a significant influence, either poten-
tially or actually exercised, over the key policies of the enter-
prise (called a direct investment enterprise). Under the defi-
nition of direct investment used m compiling the statistics
from 1985-86, ownership of 10 per cent of more of the ordi-
nary shares or voting stock (or an equivalent equity interest)
is generally regarded as indicative of significant influence by



an investor. Prior to 1985-86, this equity threshold is 25 per
cent,

3.27 Significant influence includes a controlling influence as
well as other influence which falls short of control, but
which is nonetheless regarded as significant in the determi-
nation of key policies of the enterprise. Therefore, direct in-
vestment in Australia should be regarded as a broader meas-
ure than investment associated with foreign control.

3.28 Where a significant-influence link is established be-
tween enterprises, investment transactions between any en-
terprise in the investor group of enterprises (that is, enter-
prises in a group under common control - described as direct
investors) and the investee enterprise and any enterprise
which 1t controls are regarded as direct investment. In such
cases the investee enterprise and the enterprises it controls
are described as direct investment enterprises.

3.29 A strict application of the definition of direct invest-
ment could occasionally lead to some odd results and there-
fore exceptions arc made in some important cases. For €x-
ample, if a foreign subsidiary of an Australian resident enter-
prise is established purely to channel funds to its Australian
parent, the intermediary role of the subsidiary is ignored for
the purpose of classifying the funds acquired by the parent.
Otherwise borrowing which is essentially portfolio and other
investment would be classified as direct investment.

3.30 Reserve assets are those foreign financial assets that
are effectively controlled and available for use by the central
authorities for meeting balance of payments needs. The
category comprises changes in official reserve assets and the
counterpart items allocation/cancellation of SDRs and monet-
isation/demonetisation of gold.

3.31 Changes in official reserve assets recorded in the bal-
ance of payments are those resolting from transactions, the
allocation {or cancellation) of SDRs and the monetisation (or
demonetisation) of gold. Changes resulting from valuation
effects are excluded.

3.32 Portfoliv and other investment covers all foreign in-
vestment activity not classified as direct investment or re-
serve assets.

Instrument of investment

3.33 Many instruments of investment are identified in the
Australian balance of payments. Some of these are only ap-
plicable to one type of capital. For example, the instruments
reinvestment of earnings and net equity in branches are only
used for direct investment.

3.34 For analytical reasons and for ease of reporting by en-
terprises, similar instruments are combined into groups. In-
struments such as deposits, loans, finance leases, bonds, bills
and notes are combined and called borrowing (foreign in-
vestment in Australia) or Jending (Australian investment
abroad).

Supplementary classifications of borrowing

335 Three supplementary classifications of borrowing are
used in balance of payments statistics. These are:

Domicile of borrowing, which separates borrowing domi-
ciled in Australia from borrowing domiciled abroad. Borrow-
ing domiciled in Australia comprises those non-equity securi-

ties issued in Australia which, while largely targeted for Aus-
tralian residents, are taken up by non-residents, usually
through security brokers and nominees. Examples of these
securittes, all of which are tradeable, are government and
semi-government fixed interest securities, certificates of de-
posit issued by banks, debentures, promissory notes and
other issues by private enterprises. This category also in-
cludes deposits held with Australian banks by non-residents.

®  Borrowing domiciled abroad refers 1o all other forms of
borrowing by Australian residents i.e. borrowing on for-
eign capital markets. It includes non-equity securities
(including Austraiian dollar Eurobond issues), mort-
gages and certificates of deposit issued abroad as well as
non-securitised borrowing from non-residents.

¢ Drawings and repayments of borrowing domiciled
abroad. Drawings include the drawdown on loans, the
issue by residents of non-equity securities abroad, the re-
ceipt of finance under finance lease agreements etc., Re-
payments of borrowing domiciled abroad include the re-
payment of loans, the redemption of securities issued
abroad, the withdrawal of deposits, lease payments un-
der a finance lease agreement etc.

» Purchases and sales of securities domiciled in Australia
by non-residents. Purchases include both the on-mar-
ket purchases and the take-up of new issues by non-resi-
dents of debt issued in Australia. Sales include both the
on-market sales by and the redemption from noun-resi-
dents of debt issued in Australia.

Country classification

3.36 The general principles applying to the compilation of a
global balance of pavments statement for Australia can be
applied to the preparation of a statement for Australia’s
transactions with an individual country or a group of coun-
tries. All that is necessary is to substitute a reference to resi-
dents of that country or group of countries for each reference
to non-residents as a whole. Such a statement is published
for both the current and capital accounts.

3.37 The following general principles are used in the Aus-
tralian balance of payments to allocate transactions between
countries and country groupings. In accordance with the
general criterion of change of ownership which underlies the
recording of balance of payments transactions, the country
classification of merchandise is, in principle, based on the
country of the former owner, for imports, and the country of
the new owner, for exports. Analogously, the country classi-
fication of services is based on the country of the provider or
recipient and the regional classification of income is based
on the country eaming the income or from which the income
is earned. The country allocation of unrequited transfers is
made according to the country of aliocation of the one-sided
transaction to which the unrequited transfer is an offset. (For
example, the offset entry to an Australian donation of food
aid abroad is allocated according to the country of residence
of the new owner, the recipient, of the food). The country
allocation of capital account transactions is based on the
country of residence of the creditor in the case of Australia’s
foreign liabilities or of the debtor in the case of Australia’s
foreign financial assets.



3.38 In practice, some divergences exist from these princi-
ples due to data sources using different classification princi-
ples or because of the difficulties that suppliers of informa-
tion may have in responding to collections on the required
basis.

3.39 The countries and country groupings separately identi-
fied in the Australian balance of payments are listed in Table
4 at the end of this chapter. The main country groupings
imclude the Asia Pacific Economic Cooperation (APEC)
group, the Association of South East Asian Nations (AS-
EAN),the European Union (EU), the Organisation for Eco-
nomic Cooperation and Development (OECD) and the Or-
ganisation of Petroleum Exporting Countries (OPEC).

3.40 International institutions {such as the United Nations
{(UN), the Intemational Monetary Fund (IMF) the Interna-

10

tional Bank for Reconstruction and Development (World
Bank), the Asian Development Bank and the Bank for Inter-
national Settlements (BIS) are included in the International
institutions category.

3.41 In some instances, balance of payments transactions
cannot be classified by country. These transactions are re-
corded under unallocated. For reserve assets, only limited
country data are available. As a result, foreign exchange de-
nominated in $US is classified to the USA, even though
some of these assets may be held in other countries. Foreign
exchange not denominated in $US is classified to Other
QECD. While this reflects the fact that these reserves repre-
sent claims on countrics that are mostly members of the
QECD, a more specific country breakdown is not avatlable.
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TABLE 2. THE AUSTRALIAN BALANCE OF PAYMENTS CLASSIFICATION

CURRENT ACCOUNT

CAPITAL ACCOUNT(a)

GOODS AND SERVICES

MERCHANDISE (BALANCE OF PAYMENTS BASIS)

Exports fo.b.{h)
Rural exports f.0.b.{b)
Non-rural exports fo.b{b)
Imports f.o0.b.(c)
Consumption goods(c)
Capital goods(c)
Other geods(c)

SERVICES
Shipment
Freight on merchandise
Insurance on merchandise
Other transportation
Passenger services
Port services etc.
Travel
Students” expenditure
Other
Other services
Official
Defence scrvices{d)
Financial services(d)
Miscellaneous services(d)
Non-official
Expenditure of foreign governments{b}
Expenditure of officials
Expenditure of other employees
Financial services
Insurance services n.e.c.
Miscellaneous services

INCOME
PROPERTY INCOME
Investment income(a)
Official
General Government
Interest on borrowing domiciled abroad{c)
Interest on borrowing domiciled in Australia(c)
Reserve Bank
~Non-official
Direct investment income
Reinvested earnings
Distnibuted eamings
Remitted profits
Dividends
Interest
Portfolio and other investment income
Dividends
Interest
Other property income
Cinema and television film royalties(d)
Other{d}

LABOUR AND OTHER INCOME
Official{c)
Non-official
Labour income
Earnings in Australia
Earnings abroad(b)
Insurance income

UNREQUITED TRANSFERS
Official
Foreign aid{c)
Papua New Guinea aid(c)
Onther foreign aid{c)
Pensions(c)
Miscellaneous transfers(d)
Non-official
Migrants' transfers
Withholding taxes(c)
Miscellaneous transfers

OFFICIAL
GENERAL GOVERNMENT
FOREIGN INVESTMENT IN AUSTRALIA
Borrowing
Domiciled abroad
Domiciled in Australia
Other

AUSTRALIAN INVESTMENT ABROAD
Lending
Accounts receivable/prepayments made
Other

RESERVE BANK OF AUSTRALIA
FOREIGN INVESTMENT IN AUSTRALIA
Use of IMF credit
Other

AUSTRALIAN INVESTMENT ABROAD
Reserve assets
Official reserve assets

Monetary gold

SDRs

Reserve position in IMF

Foreign exchange
Counterpart item - Allocation/cancellation of SDRs

Counterpart item - Monetisation/demonetisation of gold
Other

NON-OFFICIAL
FOREIGN INVESTMENT IN AUSTRALIA
Direct investment
Reinvestment of earnings
Corporate equities
Equity m branches
Borrowing
Other direct investment
Portfolio and ether investment
Corporate equities
Bormrowing
Banks
Non-bank enterprises
Accounts payable/prepayments received
Public sector
Private sector

AUSTRALIAN INVESTMENT ABROAD
Direct investment
Reinvestment of earnings
Corporate equities
Equity in branches
Lending
Other direct investment
Portfolic and other investment
Corporate equities
Lending
Banks
Non-bank enterprises
Accounts receivable/prepayments made
Publi¢ sector
Private sector

(a) Additional detail is available in international investment positions statistics; see paragraphs 5.15 to 5.16 of this publication
a credit. (¢) The only possible entry is a debit. {d) The component is only separately published in respect of debits.

. (b) The only possible entry is
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TABLE 3. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE EXPORTS
" COMMODITY GROUPS AND SITC R3

SITC rev 3
Exports Section or Division
Rural — _ .
Meat & meat preparations 0t
Cereal grains and cereal preparations 04
Sugar, sugar preparations & honey a6
Wool and sheepskins - 21(part), 26({part)
Other rural 00, 02, 03, 05, 07 to 09,
12, 2k(pary), 22 10 25,
26(part), 29, 4
Non-rural -
Metal ores & minerals 27,28
Mineral fuels -
Coal, coke and briquettes 32
Other mineral fuels 3310 35
Metals - '
Gold 95,97
Other metals 67, 68
Machinery 711077
Transport equipment 78,79
Other manufactures 5,61 to 66, 69, 8

Other non-rural 11, 93, 96, 98
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TABLE 4, CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3

Broad Economic Standard International
Category (BEC) Trade Classification
End-use Commodity Commodity Classification Revision 3 (SITC R3)
Category Group Sub-group ‘ Code Commodity Code
CONSUMPTION FOOD AND BEVERAGES, Dairy products 112§ 022.1, .31, .32
GOODS MAINLY FOR 122% 022.22-24, 33, 49
CONSUMPTION 023
024
Fish, crustaceans 1123 034.1
and molluscs 0351, .2
036 (excl. 036.2)
122 034 (excl. 034.1)
0353, 4
036.2
037
Vegetables and 1123 054 (excl. 054.7, .8)
vegetable preparations 122 054.7
056 (excl. 056.4)
Fruit and fruit 112} 057 {excl. 057.71)
preparations 122} 058.1, .9
059
Preparations of 112% 074
coffee, tea and cocoa 122% 071 {excl. 071.1N
073
Beverages 1221 i1
112 {excl. 112.11)
Other food 112} 025.1
061.6
075
1221 011
012
016
017 {excl. 017.1})
042.3
048 (excl. 048.2)
061.29
062
091
098 (excl. 098.6)
421.41, 42
HOUSEHOLD Television receivers 611 761
ELECTRICAL
ITEMS Radio broadcast 61t 762
receivers

Video recording or

teproducing apparatus 413 763.81
Electric ovens,
cookers, etc. 611 775.86
Other household ali 763 (excl. 763.31, .81, .84)
electrical items 775 (excl. 77549, .79,
.81, 85, .86, .88, .89)
621 77585

+ Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic Standard International
Category (BEC) Trade Classification
End-use Commodity Commodity Classification Revision 3 (SITC R3)
Category Group Sub-group Code Commodity Code
NON-INDUSTRIAL Passenger motor cars 51 781
TRANSPORT
EQUIPMENT Other non-industrial 522 713.31
transport equipment 785 (excl. 785.35-37}
786.1
792.2, .81
793.1, .51
TEXTILES, CLOTHING Floor coverings 61} 659
AND FOOTWEAR
Articles of apparel 62% 841 (exci. B41.5, .6}
842 (excl. 842.8)
8431, .2

844 (excl. 844.8)
845 (excl. 845.4, .5)

631 8415, .6
8428
8437, .8
844.8
8454, .5
Clothing accessories 621 846.93, .94
848 (excl. 848.2)
631 846 {excl. 846.93, .94)
848.2
Footwear 621 85
Other textile products 62% 658 (excl. 658.1)
63t 651.16, .19, 22, 31, 32,
.61, .71, 81, .83, .85, .94
TOYS, BOOKS AND Printed matter 62% 892.85
LEISURE GOODS 631 892 (excl. 892.81-83, .85, .86)
Children’s toys 62} 894.2
Sporting goods 621 894.7
Unrecorded media 621 8984, .5

for sound, vision,
computers, efc.

Recorded media for 621 898.6, .7
sound, vision,
vcompulers, elc.

Other toys and 611 894.1

leisure goods 898.1, .2
621 894.3
631 894 .4

1 Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic Standard International

Category (BEC) Trade Classification
End-use Commodity Commodity Classification Revision 3 (SITC R3)
Category Group Sub-group Code Commodity Code

CONSUMPTION Medicaments 633 542
GOODS NES
Perfumery, cosmetics, 631 553
totlet preparations

Poitery 627 666

Furniture 61t 821 (excl. 821.11-13, .19, .2)
621 821.13

Travel goods, 621 83
handbags, etc.

Photographic apparatus 613 881.11, .13, 3
and equipment 631 881.12

Watches and clocks 613 8853, 4

Bt e

E Works of art, collector’s 611 896 (excl. 896.12)
pieces, antiques 631 896.12

Jewellery of precious metal 61F 89731

Consumption goods nes 611 697.3 (excl. 697.33), .81
721.21
724.33
74341, 45
871.11
885.7 (excl. 885.71)
891.3, .93, 95
8973 (excl. §97.31)
§99.6
621 612 (excl. 612.1)
635.4
665.2
696 {excl. 696.3)
697.4, .82
699.78
821.2
884.2
885.92, 93
893.2, .32, 99
855.92
897.2
899.1, .33, .37, 4 (excl
899.49), .7 (excl. 899.72),
87, .89, .95, 97
63% 122
292.7
533.52
541.91
554
629.92, 99
642.2, .43, 93-95
696.3
699.31, .32
778.11, .21
895.2
§99.31, .32, 34, .39, .82

1 Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — confinued

Broad Economic Standard International
Category (BEC) Trade Classification
End-use Commodity - Commodity Classification Revision 3 (SITC R3)
Category Group Sub-group Code Commodiry Code
CAPITAL GOODS MACHINERY AND Agricultural 413 721 (excl. 721.19, .21, 29,
INDUSTRIAL machinery .39, .98, .99)
EQUIPMENT 7224
Civil engineering 411 723 (excl. 723.9)

and contractors’ plant
and equipment

Machinery for 411 724.35, 4 (excl. 724.4%)
processing textiles or 5, .7, .8 (excl. 724.88)
leather
Printing and book- 411 726 {excl. 726.35, 89, .9)
hinding machinery
Metal working 411 731
machinery ) 733

735.1

737 (excl. 737.19, .29, .39, 49)
Pumps for liquids 411 742 (excl. 742.75, .9)
Compressors used in 413 743.15
refrigerating equipment
Fiitering and 411 743.6
purifying machinery
Mechanical handling . 41% 744 (excl. 744.19, .9}
equipment
Electro-diagnostic 411 774
apparatus
Other machinery 411 711 {excl. 711.9)
and industrial 7121
equipment 7i3.8

716 (excl. 716.9})

718 (excl. 718.19, .78, .99)
722.3

725 (excl. 725.9)

727 (excl. 727.19, .29)
728 (excl 728.19, .39, .5)
741 (excl. 741.28, .35, .39,
49, .59, 72, 9

742.75

743.1 {excl. 743.15), 43, .5
745 (excl. 745.19, 29, 39,
.68, .93, .97)

749.1

771 (excl. 771.29)

7784 {excl. 778.48),

6 (exct. 778.69),

.7 (excl. 778.79), .81, .82,
84

I Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic Standard International
Category (BEC} Trade Classification
End-use Commodity Commodity Classificarion Revision 3 (SITC R3)
Category Group Sub-group Code Commodity Code
ADP EQUIPMENT 411 752
TELECOMMUNICATIONS 413 764 {excl. 764.9)
EQUIPMENT
CIVIL AIRCRAFT 521% 7923, 4
INDUSTRIAL TRANSPORT Motor vehicles for 521% 782.1
EQUIPMENT NES transporting goods
Other industrial 521% 782.2
transport equipment 783
786 (excl. 786.1, .89)
791 (excl. 791.9)
792.1, .5, .82
793.2 (excl. 793.29), .7
CAPITAL GOODS NES Hand tools 41% 695 (excl, 695.5, .6)
Office machines 413 751
Medical, surgical, 41% 872
dental and veterinary
instruments
Measuring, checking, 411 874 {excl. 874.12, .14,
analysing and 24, .26, .39, 34, .56,
controlling apparatus 69,79, .9)
Capital goods nes 41% 001.11, .31
692
699.12
763.31, .84
791.81
793.5, .99
812.1
871 {excl. 871.11, .19,
.39, 49, 99)
873 (excl. 873.19, .29)
881.21, 22
885.94, 95
894.6
895.11
8974
899.88

1 Part only




TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS

END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

End-use
Category

Commodity
Group

Commodity
Sub-group

Broad Economic
Category (BEC)
Classification
Code

Standard International
Trade Classification
Revision 3 (SITC R3)
Commuodity Code

INTERMEDIATE
AND OTHER
GOODS

FOOD AND BEVERAGES,
MAINLY FOR INDUSTRY

PRIMARY INDUSTRIAL
SUPPLIES NES

113

1211

21

001 {excl. 001.11, 31)
025.3

041

042 {excl. 042.3)
043

045 {excl. 045.2)
054.8

057.71

058.2

071.1

072.1

222 {excl. 222.7)
2231, .2

017.1

022.21, 4]
025.2

035.5

046

047

048.2

056.4

058.3

061 {excl. 061.29, .6)
072 {excl. 072.1)
081.2, .5, 94
098.6

112.11

2239

411.12, .13, 31
421 (excl. 421.41, 42, .5, 61,
42229, 39, 49
431.2

592.17

044

045.2

081.1

121

21

2227

2234, 5,7

231

2322

244

246

247

2511

2614

263 (excl. 263.4)
264

265 (excl. 265.12)
2672

268 (excl. 268.7)
269

272

273 (excl. 273.24)
274

1 Part only

T
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic Standard Iniernational

Category {BEC) Trade Classification
End-use Commodity Commodity Classification Revision 3 (SITC R3)
Category Group Sub-group Code Commodity Code

PRIMARY INDUSTRIAL 277
SUPPLIES NES - continued 278
281
282
283.1
284.1
285.1
286
287
288
289
261
292 (excl. 292.7, 96)
431.33
634.5, 91
667 (excl. 667.29, .39, 4)
689.14
7933
971.03

FUELS AND LUBRICANTS Crude petroleum 313 REX]
Motor spirit 321 334,11
Other petroleum products 322% 334 (excl. 334.11)

Other fuels 31 245.01
321
32221, .3
3432
3449

322% 245.02

32211, 22
325
342
343.1
344 {excl. 344.9)
345
397.7

PARTS FOR TRANSPORT Preumatic rubber tyres 53% 625 {excl. 625.9)
EQUIPMENT
Intemal combustion 531 713 (excl. 713.31, 8, .9)
piston engines

Parts for internal 53% 713.9
combustion piston engines

Parts and accessories 531 784
for road motor vehicles

Parts for acroplanes 53t 792.9

I Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS

END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic
Category (BEC)

Standard International
Trade Classification

End-use Commodity Commodity Classificarion Revision 3 (SITC R3)
Category Group Sub-group Code Commadity Code
PARTS FOR TRANSPORT Other parts for 531 6259
EQUIPMENT - continued  transport equipment 699.15, .61
714
778.12, 23, 31, .34
785.35-37
786.89
791.99
821.11, .12
_ 885.71
PARTS FOR ADP 421 759.97
EQUIPMENT
OTHER PARTS FOR Ball or roller bearings 421 746
CAPITAL GOODS
Taps, cocks, valves, etc. 421 747
Parts and accessories - 421 759 (excl. 759.97}
for office machines
Parts and accessories 421 764.9
for telecommunications
equipment
Electrical switches, 421 772
relays, etc.
Electronic integated 421 776.4
circuits
Other parts for capital 421 612.1
goods 629.2
657.73, 91, 92
695.5, .6
711.9
712.8
716.9

718.19, .78, 99

721.19, .28, 39, .98, .99
723.9

72449, .6, 88, 9

725.9

726.35, 89, 9

727.19, 29

728.19, .39, .5

735.9

737.19, .29, 39, 49
741.28, .35, 39, 49, .59,
2,9

742.9

743.8, .9

1 Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic Standard International
Category (BEC) Trade Classification
Fnd-use Commodity Commodity Classification Revision 3 (SITC R3}
Category Group Sub-group Code Commadity Code
Other parts for capital 744.19, 9
goods — continued 74519, .29, .39, .68, .93, 97

748 {excl. 748.3)

749 (excl. 749.1)

771.29

77322, 23

776 (excl. 776.4)
77848, .69, .79, 83, 85,
.86, .89

871.19, .39, 49, 99
873.19, .29

874.12, .14, .24, .26, .39,
.54, .56, .69,.79, 9

881.23, 24
ORGANIC AND Carboxylic acids and 22% 513
INORGANIC their derivatives
CHEMICALS
Nitrogen-function 22t 514
compounds
Lactams, heterocyclic 221 515.8, .7
compounds and nucleic
acids
Sodium hydroxide in 223 522.63
aqueous solution
Metallic salts and 221 323
peroxysaits, of
organic acids
Other organic and 221 510.9%
inorganic chemicals 511
512
515 (excl. 5156, .7)
516
522 (excl. 522.63)
524
525
PAPER AND Newsprint, in rolls or sheets 22} 641.1
PAPERBOARD
Paper and paperboard of 22% 641.2, .3
a kind used for
graphic purposes
Articles of paper and 22} 642 (excl. 642.2, 43, .93-05)
paperboard
Other paper and 22% 6414, .5, 6,7, 9
paperboard

I Part only
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' TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued
Broad Economic Standard International
Category (BEC) Trade Classification
End-use Commodity -Commodity Classificarion Revision 3 (SITC R3)
Category Group Sub-group Code Commodity Code
TEXTILE YARN AND Textile yarn 22% 651 (excl. 631.i6, .19, .22, 31,
FABRICS 32, 61, .71, 81, .83, .85, .94)
Woven cotton fabrics 22% 652
Waven fabrics of 221 653
man-made textiles
3 Other textile yarn and 22i 654
fabrics 635
656
657 (excl. 637.73, .91, .92)
658.1
IRON AND STEEL 22% 67
PLASTICS Plastics in primary 22% 57
forms )
% Plastics in non-primary 22% 58
forms
NON-MONETARY GOLD 223 971.01
{ PROCESSED INDUSTRIAL Wood, simply worked 221 248
i SUPPLIES NES
Wood pulp 221 251 (excl. 25L.1)
Dyeing, tanning and 221 53 (excl, 533.52)
colouring materials
Medicinal and 22 541 (excl. 541.91)

pharmaceutical products
{(other than medicaments)

Non-crude fertilizers 221 56
Clay construction 221 662

materials and refractory
construction materials

Glass 223 664

Non-ferrous metals 221 68 (excl. 689.14)
‘Nails, screws, nuts, 223 694

bolts, etc.

Photographic and 223 882

cinematographic supplies

+ Part only
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CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, CGOMMODITY GROUPS, SUB-GROUPS,

BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic
Category (BEC)

Standard International
Trade Classification

End-use Commodity Commodity Classificarion Revision 3 (SITC R3)
Category Group Sub-growup Code Commodin: Code
Processed indusirial 221 081.3, .4, .95, .99

supplies nes

2321

2613

263.4

26512

266

267.1

268.7

27324

2832

284.2

285.2

292,96

333

411 (excl. 411.12, .13, 31)
421.5, .61, .71

422 (excl. 422.29, 39, 49)
431 {excl. 431.2, .33)
551

591

592 (excl. 592.17)

593

597 {excl. 597.7)

598

611

613

621

6291, 91

633

634 (excl. 634.5, .91}
635 (excl. 635.4)

661

663

665 (excl. 665.2)
667.29, 39, 4

691

693

697.33, .5

699 (excl. 699.12, .15, 31,
32, .61, .78)

724.39

748.3

773 {excl. 773.22, 23)
715.49, .79, .81, .88, 89
71817, 19, 22, 24, 29, 33,
811

812.2

813

821.19

381.14, .15

883

1 Part only
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TABLE 4. CONCORDANCE BETWEEN BALANCE OF PAYMENTS MERCHANDISE IMPORTS
END-USE CATEGORIES, COMMODITY GROUPS, SUB-GROUPS,
BEC BASIC CATEGORIES AND SITC R3 — continued

Broad Economic Standard Iniernational
Category (BEC) Trade Classification
End-use Commodity -Commodity Classification Revision 3 (SITC R3)
Category Group Sub-group Code Commodity Code
Processed industrial 884 (excl. 884.2)
supplies nes — continued 885.5, .91, .96-99
R02 81-83, .86

8931, 31, 94, 93
895.12, .9 (excl. 895.92)
898.9
899.2, .35, .36, 49, 72,
.81, .83-86, .91, 92, 94
971.02

OTHER GOODS Military equipment 7% 792.83
793.29
RO1 (excl. 891.3, .93, 95)
899.9¢6

Other goods nes 7% 93
95

96
98

 Part only

Sources: United Nations, Classification by Broad Economic Categories, Statistical Papers, Series M, No. 53, Rev. 3.
United Nations, Standard International Trade Classification Revision 3, Statistical Papers, Series M, No. 34, Rev. 3.
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TABLE 5. COUNTRY CLASSIFICATION IN AUSTRALIAN BALANCE OF PAYMENTS STATISTICS (a)

COUNTRIES COUNTRY GROUPS

Belgium and Luxembourg APEC
Canada ASEAN
Central America and Caribbean, excluding Mexico EU
China, People’s Republic of OQECD
Fiji OPEC
France (b)

Germany {¢)

Greece

Hong Kong

Indonesia

Iretand, Republic of

Haly

Japan

Korea, Republic of

Malaysia

Mexico

Netherlands

New Zealand

Papua New Guinea

Philippines

Russian Federation (d)

Singapore

South Africa

Sweden

Switzerland (e)

Taiwan

Thailand

United Kingdom

United States of America

Africa nes

Aumnerica nes

Asia nes

Europe nes

Oceania nes

International capital markets

International institutions

Unallocated

{a) AFRICA NES mcludes Algeria, Angola, Benin, Botswana, Burkina Faso, Bunundi, Cameroon, Cape Verde, Central African Republic, Chad, Comoros,

Conga (Brazzaville), Djibouti, Egypt, Equatorial Guines, Entrea, Ethiopia, Gabon, Gambia, Ghana, Guinea, Guinea - Bissau, lvory Coast, Kenya, Lesotho,
Liberia, Libya, Madagascar, Malawi, Mali, Mauritania, Mauritius, Morecco, Mozambique, Namibia, Niger, Nigeria, Reunion Island, Rwanda, Sao Tome &
Principe, Senegal, Seychelles, Sierra Leone, Somalia, St Helena, Sudan, Swaziland, Tanzania, Togo, Tunisia, Uganda, Western Sahara, Zaire, Zambia and
Zimbabwe.

AMERICA NES includes Argentina, Botivia, Brazil, Chile, Colombia, Ecuador, Falkland Islands, French Guiana, Guyana, Paraguay, Peru, St Pierre &
Miquelon, Suriname, Uraguay and Venezuela.

ASIA NES includes Afghanistan, Armenia, Azerbaijan, Bahrain, Bangladesh, Bhutan, British Indian Ocean Territory, Brunei, Burma(Myanmar), Carnbodia,
East Timor, Georgia, [ndia, Iran, Iraq, Kuwait, Israel, Jordan, Kazakhstan, Democratic People’s Republic of Korea, Kyrgyzstan, Laos, Lebanon, Macae,
Maldives, Mongolia, Nepal, Oman, Pakistan, Quatar, Saudi Arabia, Sri Lanka, Syria, Tadjikistan, Turkmenistan, United Arab Emirates, Uzbekistan, Vietnam
and Yemen.

EUROPE NES includes Albania, Austria, Azores, Belarus, Bosnia/Herzegovina, Bulgaria, Croatia, Czech Republic, Cyprus, Denmark, Estonia, Faeroe
Islands, Finland, Gibraltar, Greenland, Hungary, Iceland, Latvia, Lithuania, Macedonia, Maka, Moldova, Norway, Poland, Pertugal, Romania, San Marine,
Slovak Republic, Slovenia, Spain, Turkey, Ukraine and Yugosiavia.

OCEANIA NES includes American Samoa, Australian Antarctic Territory, Canton & Enderbury Islands, Caroline Islands, Christmas Island (Aust - [ndian
Ocean}, Christmas Island (British - Pacific), Cocos (Keeling) Islands, Cook 1slands, Fanning Island, French Polynesia, French Southem & Antarctic
Territory, Gardner Island, Guam, Johnston & Sand Islands, Kiribati, Marianas [slands, Marquesas Islands, Marshall Islands, Midway Islands, Nauru, New
Caledonia, Niue, Norfolk Island, Ocean Islands, Pacific Islands nei, Pitcairn Island, Solomon [slands, Tahiti, Tokelau, Tonga, Trust Territory of Pacific
Islands, Tuvalu, Vanuatu, Wake Island, Wallis & Futuna Islands, Washington Island and Western Samoa.

APEC includes Brunei, Canada, Chile, China, People's Republic of, Hong Kong, Indonesia, Japan, Republic of Korea, Malaysia, Mexico, New Zealand,
Papua New Guinea, Philippines, Singapore, Taiwan, Thailand and United States of America.

ASEAN includes Brunei, Indonesia, Malaysia, Philippines, Singapore and Thailand.

EU includes Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Ttaly, Luxembourg, Netherlands, Portugal, Spain, Sweden and United
Kingdom,

OECD includes Andorra, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Iceland, [reland, ltaly, Japan, Liechtenstein, Luxembourg,
Mexico, Monaco, New Zealand, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, Turkey, United Kingdom and United States of America.
OPEC includes Algeria, Gaben, Indonesia, [ran, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates and Venezuela,
b} Includes Andorra and Monaco. (c) Prior to 1990-91, the former Germany, Democratic Republic is included in Europe nes. (d) The remaining
republics of the former USSR have been included in either Europe nes or Asia nes from 1992-93 onwards. (¢} Includes Liechtenstein.
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CHAPTER 4
PRESENTATION

Overview

The Australian balance of payments estimates are compiled
and published in the form of time series. Long series of
monthly, quarterly and annual estimates are available. The
menthly estimates are compiled back to July 1971, the quar-
terly estimates back to September Quarter 1959 and the an-
nual estimates back to 1945-46.

4.2 Much more information is available for the quarterly es-
timates than for the monthly. Even more information is
avajiable for the annual estimates; for example, estimates
classified by country are only compiled on an annual basis.
The estimates for the latest month are likely to be less reli-
able than the corresponding quarterly and annual estimates
and the detailed estimates are likely to be less accurate than
the broader aggregates.

4.3 The Australian statistics are released in monthly, quar-
terly and annual publications. In each publication there are
one or more main fables and a number of supplementary ta-
bles. The main tables provide summary statistics: they show
the main aggregates and the more important components of
the aggregates. The supplementary tables provide additional
breakdowns as well as related statistics. Each publication
contains an analysis of the latest results,

4.4 The published statistics include balances, constant price
estimates, implicit price deflators, terms of trade measures,
seasonally adjusted estimates and trend estimates, stocks
{levels) of foreign financial assets and liabilities and the rec-
onciliation of stocks with capital transactions. Statistics on
exchange rates and the trade weighted index of the value of
the Awustralian dollar are also provided in the supplementary
tables.

Balances

4.5 As explained in Chapter 2, in a complete balance of
payments statement, the net sum of all debit and credit en-
tries (including the entry for the balancing item) is necessar-
ily zero because of the double-entry system of accounting
that is used to record the transactions. But, with any selec-
tion of items, it is possible for credit entries to exceed debit
entries or debit entries to exceed credit entries and this is
referred to as a swrplus or deficit respectively. It 1s also com-
mon to speak of the net sum of credit and debit entries for a
selection of items as a balance on these items, for example,
balance on merchandise trade, balance on current account
etc.

4.6 In Australian balance of payments statements released
prior to February 1986, a group of transactions comprising
official monetary movements was segregated from other
transactions and a balance called net official monetary move-
ments - equal to the net sum of the other transactions - was
shown. Until the floating of the Australian dollar in Decem-
ber 1983, this balance was described as the measure of over-
all balance in balance of payments statistics.

4.7 Following the floating of the Australian dollar, net offi-
cial monetary movements no longer served as the measure of
overall balance. In publications released since February
1986, no overall balance is presented nor any balance corre-

sponding 1o ner official monetary movements. This is in line
with trends in the presentation of balance of payments statis-
tics in other countries with floating exchange rates. How-
ever, as the Reserve Bank is shown as a separate sector in
the current classification, users are still able to analyse offi-
cial monetary movements and may readily derive a measure
similar to net official monetary movements by reversing the
sign of reserve assels.

4.8 Partial balances are derived as the net sum of specified
current or capital account items. The Australian balance of
payments statement presents a number of such balances. [n
the current account, the balance on merchandise trade and
the balance on current account have traditionally been im-
portant to analysts. The balance on goods and services em-
phasises the nexus between the balance of payments and the
domestic production account of the national accounts. In the
capital account, the halance on capital account is shown.

4.9 Many balance of payments analysts regard it as impor-
tant to take into account all the items, partial balances and
related statistics when analysing the accounts. Statistics
about movements in exchange rates are among the more im-
portant of the related statistics.

Constant price estimates

4.10 Estimates of exports and imports of goods and services
at current and constant {average {989-90) prices are pre-
sented in the quarterly and annual balance of payments pub-
lications. These publications also present commedity details
of merchandise exports and imports as well as imports by
economic end usage categories, at current and constant
prices.

411 A value at consiant prices may be thought of as being
derived by expressing the current price value of each compo-
nent transaction as the product of a price and quantity, and
by substituting base year prices for each actual current period
price. As a consequence, although they are expressed in
money terms, constant price values vary only with changes
in the quantities of the goods and services transacted. Ag-
gregates at constant prices for each period are obtained by
summing the constant price values for individual transac-
tions. In effect, quantities of the individual commodities in-
volved in the transactions are combined using their prices in
the base year as weights.

4,12 There are two basic approaches which can be taken to
estimate a constant-price value. The first approach uses the
methodology implied by the definition of a constant price
value: for an individual commodity, the estimate of quantity
in each period is multiplied by the base year average unit
price. This method, referred to as quantity revaluation, can
be applied if the commodity is defined narrowly enough to
ensure that it is homogeneous in content and free from qual-
ity changes over time (since a change in quality is considered
to be a change in quantity).

4,13 The second, and more commonly used, approach 1o ob-
taining constant price estimates is referred to as price defla-
tion. A measure of the price component of the current-price
value is obtained (usually in the form of a price index) and is
divided into the curreni-price value to obtain the constant-



price value. Relative price movements are normally more
highly correlated between commeodities than are relative
quantity movements. Therefore, an adequate indicator of
price movement can generally be obtained with less data
than that required to obtain an equally adequate indicator of
quantity movement (which is required in the quantity revalu-
ation approach). A further advantage of price deflation is
that, in the compilation of price indexes, changes due to
quality can be more readily excluded, thus ensuring that
quality changes are automatically reflected as quantity
changes in the constant price cstimates.

4.14 In some instances data constraints are such that directly
relevant quantity or price data are not available to revalue a
current-price value. In these circumstances, 8 proxy series
comprising quantity or price movements of related commadi-
ties may be used. One type of price index which is often
used as a proxy indicator of price movement is the implicit
price deflator of related commodities which have already
been revalued with directly relevant quantity or price data
{scc paragraphs 4.20 to 4.24 for a description of implicit
price deflators).

4.15 A brief descniption of the methods used in estimating
the constant price values of exports and imports follows. A
fuller discussion of the mecthods used in estimating constant
price values and the major approximations made in compil-
ing constant price ¢stimates appears in Section 4 of the ABS
publication Australian Nationul Accounts, Concepts, Sources
and Methods (5216.0}

Exports of merchandise

4.16 For approximately 85 per cent, by value, of export
commoditics, the constant pricc cstimates are obtained by
quantity revaluation. The constant price estimates of the re-
mainder are calculated using either price indexes or implicit
price deflators obtained from quantity revaluation. The price
indexes used include the U.S. Bureau of Economic Analy-
sis’s price index for computer equipment and the ABS price
indexes published in Export Price Index, Australia {(6405.0),
and Price Indexes of Articles Produced by Manufacturing In-
dustry, Australia (6412.0) The constant price valucs of the
coverage and timing adjustments made to bring exports as
recorded in intemational merchandise trade statistics (trade
basis) onto a balance of payments basis are derived using
relevant implicit price deflators (sce paragraphs 4.20 to 4.24
for an explanation of implicit price deflators).

Exporis of services

4,17 Constant-price values are obtained mainly by deflation
of the current-price values, using relevant ABS price indexes
published in Consumer Price Index, Australia 6401.0), Price
Indexes of Articles Produced by Manufacturing Industry,
Australia (6412.0) and Award Rates of Pay Indexes, Ausira-
fig (6312.0% as well as some special purpose price indexes.
Quantity revaluation is also used for some transportation
services, where it is assumed that the volume of services sold
moves in the same way as the capacity to provide the serv-
1Ce.

Imports of merchandise

4.18 All constant price estimates are derived using detailed
price indexes to deflate the corresponding current price val-
ues. ABS price indexes published in fmport Price Index,

27

Australia (6414.0) are used to deflate all but two compo-
nents. The exceptions are computer equipment where a
computer equipment price index from the U.S. Burean of
Economic Analysis is used and ‘other transport equipment’
where an overseas price index for rail and sea components is
used.

Imports of Services

4.19 In most cases, current price values of the components
are deflated using consumer price indexes from overseas
countries, adjusted for exchange rate changes. In all other
cases, special purpose price indexes, implicit price deflators
and ABS price indexes from Consumer Price Index, Austra-
fia (6401.0), and Import Price Index, Australia (6414.0) are
used.

Implicit price deflators and terms of trade

420 Implicit price deflators (IPDs) relating to goods and
services and corresponding ferms of trade measures are also
presented in the quarterly and annual balance of payments
publications.

421 An IPD is obtained by dividing a current-price value
by its corresponding constant-price value. Thus 1PDs are de-
rived measures (hence the term implicif} and are not nor-
mally the direct mcasures of price change by which current
price estimates are converted to constant price estimates.

4.22 1PDs provide a measure of the price change between
the base period of the relevant constant-price estimate and
any other period. They are affected by both changes in
prices between periods, and changes in the physical composi-
tion of the aggregate from which the 1PD is dertved.

423 Comparisons of IPDs between two periods other than
the base period therefore reflect both changes in the prices
between the two perieds and changes in the composition of
the aggregate between the two perieds. Because the compo-
sition of an aggregate often changes from peried to period,
IPDs do not compare the price of a constant basket of goods
and services between any two periods except in comparing
the base period with any other period. IPDs calculated from
quarterly aggregates may be particularly affected by changes
in the physical compasition of those aggregates. As much of
the quarter-to-quarter change in the physical composition is
of a seasonai nature, IPDs derived from seasonally-adjusted
data are normally more reliable than those calculated from
unadjusted data. Even so, scasonally-adjusting the series
may net completely eliminate the impact of seasonal changes
on the derived IPDs,

4.24 A more detailed discussion of the nature of 1PDs is
presented 1n Appendix B of the ABS publication Australian
National Accounts: Concepts, Sources and Methods (5216.0).

4.25 There are several ways of measuring the terms of trade.
A common method is to calculate an index of the form:

Price index of exports x 100

Price index of imports

This method is used in Australia’s balance of payments pub-
lications ard the price indexes used are the TPDs for exports
and imports of goods and services,
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Seasonal adjustment and trend estimates

426 Most curent account series are affected to some extent
by seasonal influences and it is useful to recognise and take
account of this element of variation. Therefore, seasonally-ad-
justed estimates are presented in the quarterly and monthly
publications.

4.27 Seasonal adjustment may be carried out by various meth-
ods and the results may vary slightly according to the proce-
dure adopted.  Accordingly, scasonally-adjusted statistics
should not be regarded as in any way definitive. In interpret-
ing particular scasonally-adjusted statistics it is important,
therefore, to bear in mind the methods by which they have
been derived and the limitations to which the methods used are
subject. Details of the seasonal adjustment methods used are
available on request.

4.28 The seasonal adjustment factors for balance of payments
series are revised at annual reanalyses to take account of addi-
tional original data and other information that has become
available.

4.29 In order to tmaintain an accounting identity, the season-
ally-adjusted balances (palance on merchandise trade, balance
on goods and services and balance on current account) are de-
rived by combining the independently-adjusted components of
the balances.

4.30 The seasonally-adjusted estimates of merchandise exports
f.0.b. and imports f.o.b. shown in the monthly publication can
exhibit highly volatile movements from month to month,
which make it difficult to interpret the movement of the series
even afier adjustment for seasonal variation. The seasonally
adjusted series can, however, be smoothed to reduce the im-
pact of the irregular component in the adjusted series. There
are a number of ways of accomplishing this, depending on the
intended uses of the smoothed series. If importance is attached
to measuring the underlying change in the most recent periods,
movinig averages employing appropriate weighting patterns
should be adopted; the choice of averaging technique will de-
termine, in part, the degree of smoothness of the derived se-
ries. For example, a 23-term moving average will generally
even out more of the short term fluctuation in a series {and
therefore appear smoother) than will a 13-term moving aver-
age. However, the longer the term of the moving average, the
longer is the time series affected by revisions resulting from
more recent data. The degree of smoothness alone cannot al-
ways be used as the sole criterion in determining which mov-
ing average is appropriate to ensure that the underlying trend-
cycle of a series is reflected in the smoothed series.

431 The monthly trend estimates of merchandise exports
f.o.b. and imports f.o.b. are derived by applying a 13- term
Henderson-weighted moving average to the seasonally adjusted
series. While this technique enables trend data for the latest
period to be produced, it does result in revisions to the trend
estimates for the most recent months as additional observations
become available, There may also be revisions as a result of
changes in the original data, ard as a result of the re-¢stimation
of the seasonal factors. Details of wrend-cycle weighting pat-
terns are available on request.

4.32 The possible tmpact of future months observations on the
provisional trend estimates of the balance on current account

for the latest three months can be gauged from the table
and graph found in the Reliability of Contemporary Trend
Estimates section of 5301.0. These show the revisions to
the trend estimates that would result if the seasonally ad-
justed estimate for the following month is 25 per cent
higher or lower than that for the current month, assuming
no revisions to past estimates. The 25 per cent range repre-
sents the average percentage movement, without regard to
sign, of the seasonally adjusted current account deficit over
the last decade.

Exchange rates and trade weighted index

4.33 The monthly, quarterly and annual balance of pay-
ments publications show the exchange rates of the Austra-
lian dollar with four major currencies and the SDR, and a
trade-weighted index of the value of the Australian dollar.
The series are all shown on an end-of-period and period
average basis.

4.34 The exchange rates are derived using rates provided
by the Reserve Bank of Australia in respect of each trading
day. The rate for the US dollar is a representative mid-
point determined by the Reserve Bank on the basis of mar-
ket quotations at 4pm Eastern Australian time. Rates for
the other currencies are calculated by crossing the rate for
the US dollar with the mid-points of closing buying and
selling rates largely in Asian markets. The rates shown are
indications of market value only and could differ from
those quoted by Australian banks.

4.35 The value of the SDR is calculated by the IMF on the
basis of a weighted basket of five currencies- the US dol-
lar, West German mark, French franc, Japanese yen and
pound sterling, The IMF publishes the value of the SDR
each day in terms of US dollars; the latest available rate is
crossed with the 4pm $A/SUS rate.

4.36 The trade-weighted index (TWI) for each trading day
is also provided by the Reserve Bank and is an index of the
average value of the Auvstralian dollar vis-a-vis currencies
of Australia’s trading partners. The index is as calculated
at 4pm on the basis of the representative rate for the US
dollar and rates for other currencies, mainly from Asian
markets.

4.37 The end-of-period rates relate to the last trading day
of the reference period. The period averages are compiled
by the ABS by averaging the trading-day figures.

Official reserve assets

4,38 Each of the monthly, quarterly and annual publica-
tions includes a table reconciling the level of Australia’s
official reserve assets (i.e. Australia’s intemational re-
serves) with the changes in these assets which, after de-
ducting valuation effects, are recorded in the balance of

payments.

439 Changes in the levels at the end of each period are
dissected into those which are included in the balance of
payments (i.¢. those resulting from transactions, the alloca-
tion or cancellation of SDRs and the monetisation or de-
monetisation of gold) and those which are due to the ef-
fects of revaluations.
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CHAPTER §
PUBLICATIONS AND OTHER PRODUCTS

Overview

The Australian balance of payments statistics are published
monthly, quarterly and annually. The estimates for a period
first appear in the monthly publication and later in the quar-
terly and annual publications in that order. The statistics are
also disseminated, in conjunction with other ABS statistics,
electronically and on floppy disk. Special data services pro-
viding regional and Jong term monthly and quarterly series
are also available soon after the release of the relevant publi-
cations. These arc available on floppy disk and paper.

5.2 Further information about balance of payments transac-
tiens is provided in other ABS publications. International in-
vestment publications provide more infermation about in-

- vestment income and the capital account in a form strictly

consistent with balance of payments publications. More de-
tailed statistics on most international transactions in services
are also availabie.

Monthly publication

5.3 The monthly publication, Balance of Payments, Australia
(5301.0) is usually released around twenty one working days
after the end of the rcference month. It provides principal
balance of payments aggregates and other relevant series in
seven tables for the latest fifieen months and three financial
years, as well as for the current year-to-date and correspond-
ing period for the previous year. The publication also in-
cludes graphs and analytical notes on the estimates.

Quarterly publication

5.4 The quarterly publication, Balance of Paymenis, Austra-
lia (5302.0), although less timely than 5301.0, provides more
detailed balance of payments estimates and other background
data. It contamns thirty five tables, most of which show data
for the latest ten quarters and three financial years, and is
released about two months after the end of the reference
quarter. The last three tables contain historical information,
on an annual and quarterly basis, for the past sixteen years.
This publication also includes graphs, analytical notes on the
estimates, and feature articles.

Annual publication

5.5 The annual publication, Balance of Payments, Australia
and International Investment Position, (5363.0) is primarily
useful as a reference document. It is published when all the
estimates are, as far as possible, final or subject to only mi-
nor revision. The release date for this publication is about
eleven months after the end of the reference year. The publi-
cation presents statistics on Australia’s balance of payments
and international investment position. It amalgamates infor-
mation previously published in three separate publications:
Balance of Payments, Australia (5303.0), International In-
vestment Position, Australia (5305.0) and International
Trade in Services, Australia (53354.0).

These three publications were discontinued in 1994. The new
publication includes annual balance of payments estimates in
tables similar to those in 5302.0, for the latest six financial
years. In addition, it includes detailed breakdowns of Austra-
lia’s exports and imports of services, regional balance of

payments and international investment position estimates,
historical series back to 1945-46, graphs, related statistics in-
cluding Australia’s transactions with the IMF, an analytical
commentary and special feature articles. This publication
contains sixty seven tables,

Historical series

5.6 Long-term annual series are available in several publica-
tions. The annual publication 5363.0 provides estimates,
back to 1945-46. Official estimates for earlier years, back to
1928-29, are available in the three annual issues of the Com-
monwealth Bureau of Census and Statistics publication The
Australian Balance of Payments which is also known as the
red book. The first issue, released in 1950, covered the pe-
riod 1928-29 to 1948-49. Estimates for years prior to 1936-
37 in the red book are only in respect of the current account
and international reserves, i.e. other capital account series for
that period are not available. Series in the red book are not
strictly comparable with series in 5363.0 and careful note
should be taken of the explanatory notes in each of these
publications.

Special data services

5.7 Quarterly and monthly historical series are avaiiable as
special data services on floppy disk or computer printout.
These services provide the quarterly series shown in 5302.0
back to September quarter 1959 and the monthly series
shown in 5301.0 back to July 1971. An additional table
showing quarterly details of changes in the components of
official reserve assets (gold, SDRs, reserve position in the
IMF and foreign exchange) back to September quarter 1959
is also included. These services are available soon after the
release of the relevant publications.

5.8 Historical regional balance of payments series at the
greatest level of country and regional detail are also available
on floppy disk or computer printout shortly after the release
of 5363.0.

Other forms of balance of payments release

5.9 Monthly and quarterly balance of payments statistics are
currently disseminated electronically on the ABS on-line da-
tabase PC AUSSTATS. This service provides all the balance
of payments series which are available in 5301.0 and 5302.0,
as well as historical series. The series are updated shortly
after embargo time for release of each publication.

5.10 The ABS quarterly release Time Series Service pro-
vides a wide range of ABS economic statistics on magnetic
tape (1334.0), floppy disk (1337.0) and microfiche (1335.0).
This release, which includes all monthly and quarterly bal-
ance of payments series available in 5301.0 and 5302.0, is
available soon after the release of ABS publication Quarterly
Estimates of National Income and Expenditure, Australia
{5206.0) each quarter.

International merchandise trade releases

5.11 Merchandise imports and exports statistics are available
on a monthly, quarterly and annual basis. Merchandise im-



ports statistics are first released, on a monthly basis, in the
ABS publication Merchandise Imports {Balance of Payments
Basis) Australia (5320.0) about thirteen working days after
the reference month. Much more detailed statistics, but not
on a balance of payments basis, are also released at this time
in a range of standard and tailored unpublished products
which can be delivered either electronically on floppy disk,
magnetic tape or microfiche or on paper.

5.12 There is one regular international merchandise trade
publication covering both exports and imports: the quarterly
International Merchandise Trade, Australia (5422.0). More
detailed statistics are available as special data services. Data
are also disseminated via paper, floppy disk, microfiche,
magnetic tape or via electronic mail.

International trade in services

5.13 Detailed annual estimates of Australia’s international
trade in services and selected royalties transactions are in-
cluded in the annual ABS publication Balance of Payvments
and International Investment Position, Australia (3363.0). It
shows statistics on Australia’s exports and imports of serv-
ices and foreign payments and receipts for royalties. Classi-
fications inciude detailed service/royalty product, country
and country group. These statistics were previously incinded
in the annual ARS publication International Trade in Serv-
ices, Australia (5354.0) which was discontinued in 1994

5.14 Detailed quarterly estimates of transportation services
provided by Australian residents to non-residents, and by
non-tesidents to residents, are available as a special data
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service. As well as providing a further disaggregation of the
transport services items in the balance of payments, the esti-
mates provide associated information on freight eamings and
other selected operating measures. These statistics were pre-
viously released in the quarterly publication International
Transportation Services, Australia (5350.0), which was dis-
continued in 1989.

International investiment position

5.15 Additional information about capital account and in-
vestment income transactions is available in international in-
vestment position publications. These estimates are consis-
tent with balance of payments estimates. International in-
vestment position statitics also provide comprehensive statis-
tics on the levels of foreign investment in Australia, the lev-
els of Australian investment abroad and the size of Austra-
lia’s foreign debt.

5.16 International investment position statistics are released
quarterly in the publication International Investment Posi-
tion, Australia (5306.0) and annually in the publication Bal-
ance of Payments and International Investment Paosition,
Australie (5363.0). Annual statistics were previously re-
leased in the publication International Investment Paosition,
Australia (5305.0) which was discontinued in 1994. Data
are also disseminated on PC AUSSTATS and through the
Time Series Service (1311.0). More detailed international
investnent position statistics are available as special data
services.
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CHAPTER 6
DATA SOURCES

Introduction

The Australian balance of payments estimaies are derived
from a wide range of sources. The data sources employed
range from those that are wholly or partly a by-product of
government administration, such as international merchan-
dise trade statistics, to those developed specifically for bal-
ance of payments purposes, such as the International Trade
in Services Survey. The sources have been breadly classi-
fied under the following major headings:

. ABS sources

. Reserve Bank of Australia sources
Other sources

They are described in the following sections.

Australian Bureau of Statistics sources
International merchandise trade statistics

6.2 Internationai merchandise trade statistics are monthly
statistics compiled by the ABS on the quantities and values
of goads which cross the Australian customs frontier.

6.3 Importers and exporters (or their agents} are required to
obtain clearance from the Australian Customs Service (ACS)
for goods brought into or taken out of Australia. After the
clearances have been processed by the ACS, details are pro-
vided to the ABS for the purpose of compiling international
merchandise trade statistics,

0.4 Exports are recorded statistically in the month during
which the goods are shipped from Australia. /mports are re-
corded statistically in the calendar month in which the import
entries are passed to the ABS.

6.5 Analysis of imports data has shown that, in aggregate,
approximately 85 per cent by value of imports recorded for a
particular month actually arrived during that month, 10 per
cent actualiy arrived during the previous month with the re-
maining 5 per cent arriving in earlier months. For individual
commodities, the percentage by value representing actual ar-
rivals in a month can vary considerably.

6.6 In international merchandise trade statistics, the publish-
ed value of exports is the free on board (f.o.b.) transactions
value of goods, expressed in Australian dollars, while the
published value of imports is the fo.b. Customs value. The
use of the fo.b. valuation means that trade values include
transport and other service charges involved in delivering the
goods to the port of shipment in the country of export (in-
cluding any charges for loading of the goods on board the
carrier at that port) but exclude all charges, particularly the
cost of freight and insurance, involved in delivering the
goods beyond the port of shipment.

6.7 In international merchandise trade statistics, the values
of exports and imports of goods denominated in foreign cur-
rencies are, in general, converted into Australian dollars at
market rates of exchange. For imports, the rates used are the
mid-point of the buy and sell rates applicable on the date of
export from the foreign country.

6.8 International merchandise trade statistics are used to de-
rive estimates of merchandise exports f.0.b. and merchandise
imports fo.b. in the balance of payments. Preliminary
monthly data are available in time for the monthly merchan-
dise imports (balance of payments basis) and balance of pay-
ments publications. However, international merchandise
trade statistics are not based on the coverage, timing and
valuation principles required for recording merchandise in
the balance of payments. All movable goods (with a few
specified exceptions) which change ownership between resi-
dents and non-residents should be recorded in the balance of
payments. They should be recorded at the time their owner-
ship changes and they should be valued at the price at which
the fransaction occurs.

6.9 Balance of payments timing adjustments are made where
goods are known to change ownership in one period but are
recorded in trade statistics in another. The extent to which
such adjustments can be made is limited. Unless information
is available on the time that goods change ownership, it is,
for practical purposes, assumed that the closest approxima-
tion to this time is the ume of shipment for exports and the
time of entry lodgement with ACS for imports. For exports,
this timing is the same as that used in compiling international
merchandise trade statistics. For imports, this timing re-
quires adjustments to international merchandise trade statis-
tics to take account of significant changes in the volume of
import entries processed by the ACS. Again, to reflect
changes of ownership, coverage adjustments are made to in-
clude goods which change ownership but for which a cus-
toms entry is not completed {unrecorded exports and im-
ports) and to exclude goods crossing the customs frontier
which do not change ownership.

6.10 Both exports and imports are recorded in the balance of
payments at the required f.o.b. transactions vatue, using data
supplied on export and import entries. Although the value of
imports published in international merchandise trade statis-
tics is the Customs value (an f.o.b. basis of valuation), im-
ports are also recorded on import entries at f.o.b. transactions
values. An import valuation adjustment is shown In recon-
ciliation tables associated with balance of payments state-
ments to reconcile the value of imports based on the Cus-
toms value with the value of imports based on the fo.b.
transactions value,

6.11 International merchandise trade statistics are also used
in conjunction with other data to derive the balance of pay-
ments items freight on imports, insurance on exports, port
services credits, insurance on imports, and general govemn-
ment accounts receivable/prepayments made.

Survey of Foreign Investment

6.12 The ABS has conducted a regular Survey of Foreign
Investment (SFI) since 194748, Currently, the survey is
conducted quarterly and annually, with a small amount of
information obtained monthly.

6.13 The annual collection is conducted as a stratified ran-
dom sample of all enterprise groups known to fall within the
scope of the survey. Approximately 4,500 enterprise groups
are surveyed annually from a population of about 5,600 en-
terprise groups identified as being within scope of the statis-



tics. The quarterly surveys collect somewhat less informa-
tion than the annual surveys. They approach about 1,200 en-
terprise groups known to have foreign financial assets or li-
abilities in excess of certain amounts and about 80 broking
and nominee enterprises acting on behalf of foreign princi-
pals. The monthly collection approaches a small number of
enterprise groups - currently 17 - by telephone to obtain in-
formation for compiling selected monthly balance of pay-
ments series.

6.14 The SFI collects information on the levels of foreign
investment in Australia and Australian investment abroad, in-
cluding the levels of foreign debt, and associated capital and
income transactions. In principle, the scope of the SFI in-
cludes all foreign investment in Australia and Australian in-
vestment abroad but, in practice, it is currently more efficient
to collect data on certain aspects of foreign investment activ-
ity from other sources, These data relate to: Commonwealth
Government borrowing domiciled abroad, general govern-
ment liabilities to international development financing insti-
tutions, Commonwealth Govermnment investment abroad and
the foreign investment activity of the Reserve Bank. The
other sources used include the Survey of Principal Transport
Enterprises and special advices.

6.15 The following balance of payments jtems are estimated
using results from the SFI: investment income credits and
debits {part); fees for financial services credits and debits:
withholding taxes debits; State governmeni borrowing domi-
ciled abroad: general government borrowing domiciled in
Australia; general government lending (pari}; foreign invest-
ment in the Australian non-official sector and Australian in-
vestment abroad by the non-official sector.

6.16 Preliminary monthly capital account data for the items
State government borrowing domiciled abroad, general gov-
ernment borrowing domiciled in Australia and non-official
public sector non-equity securities domiciled in Australia are
compiled from the SFI monthly collection, in time for inclu-
sion in the monthly balance of payments publication. The
SFI quarterly collection provides quarterty data for these
items with a lag of about one month after the reference quar-
ter. Preliminary quarterly data for the other capital account
items are available with a lag of about five weeks, in time
for the quarterly balance of payments publication. Revised
quarterly data are provided with a current lag of about four
months.

6.17 Quarterly investment income data for the official sec-
tor, for banks, for public sector enterprises and for shares and
other securities issued in Australia are provided from the SFI
quarterly collection with a lag of about one month. Quar-
terly data for the remaining investment income items are pro-
vided with a lag of about five weeks.

6.18 Quarterly data are subject to revision as more data, es-
pecialty from the SFI annual collection, become available.
Results covering capital flows and investment income from
the annual collection are provided with a lag of about seven
months after the reference year.

International Trade in Services Survey.

6.19 Prior to the early 1980s, much of the data for services
was sourced from foreign exchange records of banks in what
was known as the Survey of Non-Trade Foreign Receipts
and Payments (or “tickets”). However, deregulation of Aus-
tralia’s financial markets and the removal of foreign ex-
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change controls in the mid-1980s saw the coverage and clas-
sification of data emanating from the tickets system deterio-
rate markedly.

6.20 To counter the data quality problems that were arising
in the tickets system, the ABS began developing surveys in
the mid 1970’s to estimate some items in the balance of pay-
ments, By the late 1980’s estimates for transportation, travel,
insurance and financial services were all sourced from sur-
veys. In 1987-88 the final gap in the coverage of non-finan-
cial sector services was plugged with the introduction of the
International Trade in Services Survey (ITSS). As a result,
“tickets™ was dropped completely as a data source for serv-
ices statistics from that time.

6.21 The ITSS was first conducted for the year 1987-88 and
subsequently for the year 1989-90. In both years it obtained
detailed benchmark data for use in compiling balance of pay-
ments estimates. A limited amount of data was also col-
lected from the major contributors for 1988-89 and 1990-91,
to update the detailed benchmark data.

6.22 From i991-92 onwards, the ITSS has had both quar-
terly and annual components. The annual collection provides
detailed benchmark data while the quarterly collection pro-
vides more frequent updates of the quarterly estimates
benchmarked to the annual collection.

6.23 Initially, the ITSS sought detailed product and country
information across a range of selected services and royalties
transactions from a large sample of businesses. It was de-
signed to provide benchmark estimates of the other non-offi-
cial miscellaneous services credits and debits items and the
ather property income credits and debits items, in the bal-
ance of payments, as well as dissections of these items. Asa
result of subsequent collection strategy reviews, four other
long-standing ABS surveys have since been integrated into
the ITSS collection process. These are the Survey of Inter-
national Insurance Transactions {annual); the Survey of Inter-
national Shipping Operations (quarterly); the Survey of Inter-
national Airline Operations (monthly, quarterly and annual}
and the Survey of International Travel Enterprises (quarterly
and annual).

6.24 The ITSS now comprises:

e A monthly collection from resident international airline
operators to obtain limited information en sales of pas-
senger fares. Monthly results are available approxi-
mately twelve working days after the reference month,
in time for inclusion in the monthly balance of payments
publication.

¢ A quarterly sample collection of approximately 600 en-
terprises with a significant level of international trade in
services, using “tailored” forms for enterprises with se-
lected services such as shipping, air transpott and travel,
and a “general” form for other enterprises. Quarterly re-
sults are available about two months afier the reference
quarter. Until survey results are available, extrapola-
tions are used.

e An annual sample collection from approximately 2,900
enterprises, using a “general” international trade in serv-
ices form and “tailored” forms for enterprises with se-
lected services such as: insurance; information technol-



ogy; and film, television and music royalties. Annual
survey resuits are available within six months of the ref-
erence vear, in time for inclusion in the annual balance
of payments and international investment position publi-
cation,

6.25 Data from the ITSS are used to compiie: Freight on
exports; Other transportation debits and credits (part); Travel
debits (indicator series to move quadrennial benchmarks); In-
surance services debits and credits (part); Non-official mis-
cellaneous services debits and credits; and Other property in-
come debits and credits (part).

Survey of Returned Australian Travellers

6.26 The Survey of Returned Australian Travellers (SORAT)
commenced in respect of July 1991 and was run monthly for
the succeeding 12 months, covering the 1991-92 financial

- year. The survey sought information about expenditure and

income earned by Australian residents while travelling
abroad in that period.

6.27 The survey appreached a sample of returned Australian
travellers, selected from passenger card data provided to the
ABS by the Department of Immigration and Multicultural
Affairs (DIMA). (DIMA collects passenger cards completed
by or on behalf of every person entering Australia.)

6.28 Information from the SORAT has been used to update
the benchmark estimate for the travel debits item in the bal-
ance of payments current account to which indicator series
are pegged; to obtain a survey estimate of labour income
credits and its offsetting debit item expenditure of non-resi-
dent entity employees for the first time; and to establish bet-
ter regional estimates of the fravel debits item.

6.29 The SORAT is currently conducted every four years to
update these benchmark estimates.

Other ABS Sources
(i) Survey of Principal Transport Enterprises

6.30 This survey is conducted quarterly and provides
monthly data on payments for, and deliveries of , major
items of transport equipment (e.g. aircraft and ships) pur-
chased abroad by large resident transport operators; and on
receipts for, and deliveries of, such equipment sold 1o foreign
purchasers by these enterprises. Information from the survey
is used to compile part of the coverage and timing adjust-
ments used to derive merchandise exports fo.b. and mer-
chandise imports f0.b. on a balance of payments basis, The
coverage adjustments comprise additions to recorded exports
and imports to take account of those sales and deliveries of
transport equipment that are not included in international
merchandise trade statistics. Timing adjustments are made to
recorded imports where the time of delivery of equipment
(assumed to be the time of change of ownership) and the
time of recording in international merchandise trade statistics
differ. The survey also provides a measure of the intema-
tional trade credit and prepayments associated with the pur-
chase or sate of transport equipment by these transport enter-
prises {part of the non-official capital items accounts pay-
able/prepayments received and agccounts receivable/prepay-
ments made).
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6.31 Information on anticipated monthly transactions is also
collected each quarter and monitored monthly, in consult-
ation with the enterprises concerned, for use in deriving the
merchandise and accounts receivable/prepayments made
items. This information is available in time for the monthly
balance of payments publication but subsequent amendments
may be necessary when actual transactions data from the sur-
vey become available about one month after the end of the
quarter.

(ii) Survey of Embassies and Consulates

6.32 This ABS survey is the principal source for estimates
of expenditure by foreign governments on maintaining their
representation in Australia. It was initially run in respect of
1984-85, again in 1987-88, and most recently in respect of
1991-92. Selected embassies and consulates in Australia are
approached to provide, on a voluntary basis, details of num-
bers of diplomatic staff, numbers of locally engaged staff,
salaries paid, other current operating expenses and capital ex-
penditure. These data are used to derive expenditure of for-
eign governments, expenditure of foreign governmen! em-
ployees, and labour income - earnings in Australia.

(iit) Overseas Arrivals and Departures

6.33 Persons arriving in, or departing from, Australia are
required to complete prescribed questionnaires in the form of
Incoming and Qutgoing Passenger cards. These cards pro-
vide information to the Department of Immigration and Mul-
ticultural Affairs for administrative purposes and serve as the
source of statistics on overseas arrivals and departures.

6.34 The statistics, which measure the number of move-
ments of travellers into and out of Australia are published in
the ABS monthly, quarterly and annual publications Over-
seas Arrivals and Departures, Australia (3401.0, 3402.0 and
3404.0 respectively). Monthly statistics are available about
stx weeks after the reference period.

6.35 Estimates of the number of short term visitors in Aus-
tralia during a particular month are derived from this
monthly source by averaging the number of short-term arri-
vals and departures of visitors to Australia. These estimates
are applied to estimates of the per capita expenditure of non-
resident travellers in Australia (derived from the Intemational
Visitor Survey (see paragraphs 6.43 and 6.44) to calculate
the major part of #ravel credits. They are also applied to
estimates of the per capita earnings of non-resident visitors
from resident employers in Australia (also derived from the
International Visitor Survey) to calenlate ron-official labour
income debits and its offsetting credit item expenditure of
resident-entity employees.

6.36 Estimates of the number of short-term Australian visi-
tors abroad during a particular month are derived by averag-
ing the number of short-term departures abroad and arrivals
from abroad of Australian residents. These estimates are ap-
plied to estimates of the per capita expenditure of Ausiralian
travellers abroad (derived from the travel component of ITSS
and from SORAT) to calculate &ravel! debits. They are also
applied to estimates of the per capita earnings of Australian
visitors from non-resident employers abroad to derive the
credit item labour income - earnings abroad and its offset-
ting debit item expenditure of non-resident entity employees.
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(iv) Other ABS sources

6.37 Other information collected by the ABS 1s used in the
estimation of balance of payments items. Data from Re-
search and Experimental Development, Business Enterprises,
Australia (8104.0), published annually, assist in the estima-
tion of other property income, credits.

6.38 From time to time, the ABS makes other inquiries of
enterprises and authorities in order to ensure complete cover-
age and correct treatment of balance of payments trarsac-
tions,

Reserve Bank sources
Official reserve assels

6.39 The Reserve Bank of Australia is responsible for com-
piling information relating to official reserve assets {Austra-
lia’s international reserves). It compiles a monthly series,
which it first published in March 1970, on the levels of offi-
cial reserve assets, comprising official holdings of gold, for-
gign exchange, SDRs and Australia’s reserve position in the
IMF. Changes in the value of these assets occur not only as
a resuht of economic transactions, the allocation or cancella-
tion of SDRs and the monetisatien or demonetisation of gold,
but also as a result of fluctuations in the market value of
certain of these assets and in the market rates of exchange
used to convert them to Australian dollars. Statistics com-
piled by the Reserve Bank on changes in the levels of offi-
cial reserve assets include a serics showing changes due to
revaluations and a derived series showing changes due to
economic transactions, the allocation or cancellation of SDRs
and the monetisation or demonetisation of gold. The derived
series is included in the balance of payments under official
reserve assets (in the Reserve Bank sector of the capital ac-
count). Changes due to revaluations are excluded from the
balance of payments. The data are supplied by the Reserve
Bank in time for the monthly balance of payments publica-
tion.

Other Reserve Bank sources

6.40 Other data are also provided by the Reserve Bank in
time for the monthly balance of payments publication. These
data are mainly used in compiling the Reserve Bank sector of
the capital account and Reserve Bank investment inconte
credits and debits. Some minor and infTequent Reserve
Bank transactions, which are not available for separate publi-
cation under the Reserve Bank sector, are recorded under
other investment abroad of the general government sector.

Other sources
Commonwealth Government ledgers

6.41 Commonwealth Government ledgers are made avail-
able to the ABS within three days of the end of each month
and therefore in time for the monthly balance of payments
publication. The ledgers contain itemised data on all Com-
monwealth Government expenditures and receipts during the
month. While for many items it is clear from the ledgers
which amounts are spent overseas and which are spent in
Australia (the latter are not included in the balance of pay-
ments), for some items the amount sent overseas has to be
estimated as a proportion of total expenditure. Data from the
ledgers represent either cash payments or cash receipts and

therefore do not necessarily accord with the principles for
recording transactions in the balance of payments. Informa-
tion from the ledgers is used to directly estimate the follow-
ing items: official labour income debits, foreign aid debits
and miscellaneous official transfers debits. 1t is used to di-
rectly estimate part of several other items: travel credis,
miscellaneous non-official services credits, miscellaneous of-

ficial services debits, expenditure of Australian government

employees, general government investmen! income credils,
interest on general government borrowing domiciled abroad,
official unrequited transfers credits, and migrants iransfers
credits. It is also used, in conjunction with other sources, (0
estimate other official services credits and general govern-
ment accounts receivable/prepaymenis made.

Commonwealth Government loans advice

6.42 This monthly advice, which is available in time for the
monthly balance of payments publication, provides data for
the item Commonwealth Government borrowing domiciled
abroad.

International Visitor Survey

6.43 The International Visitor Survey was conducted in re-
spect of the financial years 1971-72 to 1974-75 and for the
calendar years 1979, 1981 and 1983 to 1986 by the former
Australian Tourist Commission. It was not conducted for
1987. It was recommenced by the Bureau of Tourism Re-
search (BTR) in 1988 and results were made available quar-
terly from March 1989. Data from the Intemational Visitor
Survey are available with a lag of about three months after
the end of each quarter.

6.44 This sample survey collects information from short-
term visitors to Australia immediately prior to their departure
from Australia. Data obtained from this survey on per capita
expenditure of non-resident travellers in Australia are used,
together with estimates of the number of short-term visitors
to Australia {obtained from overseas arrivals and departures
statistics), to derive estimates for the major part of the trave!
credits item. Data collected from the survey on per capita
eamings of non-resident visitors from resident employers in
Australia are used in conjunction with the visitor numbers
information to estimate non-official labour income debits and
its offsetting credit item expenditure of resident entity em-
ployees.

Other

6.45 Government budget papers, special official advices
from relevant government departments, various departmental
reports and information provided by joint defence facilities
etc. in Australia are used in the estimation of a number of
balance of payments items, including: part of travel credits,
part of other official services credits, expenditure of foreign
governmenis, expenditure of foreign government employees,
part of passenger services debits, official financial services
debits, part of miscellaneous official services debits, labour
income credits - earnings in Australia, part of migrants’
transfers credits, Australian government pensions, other for-
eign investment in the Australian general government sector,
general government lending abroad and other general gov-
ernment investment abroad.
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CHAPTER 7
METHODS OF ESTIMATION

Overview

The process of estimating the balance of payments accounts
is complex, reflecting the complexity of the conceptual
framework and the varied nature of the numerous data
sources used. While an outline of the estimation process for
each balance of payments item is given in the Appendix, the
following paragraphs indicate the two broad methods used to
estimate entries for particular balance of payments items for
the reference period.

7.2 The first method is to use data available in respect of the
reference period from the relevant data sources. This
method, of course, requires that up-to-date source data are
available at the time that estimation takes place. Because of

- the timely nature of the release of statistics in the monthly

and quarterly balance of payments publications, certain
source data are not available in time for the compilation of
estimates for certain items, or parts of items, for the refer-
ence period (and perhaps other current periods). In such
cases, the second methoed, described as extrapolation, may be
used. This method is discussed in Paragraph 7.6 below. It
should be noted, however, that extrapolation is used only in
the case of items for which the method is judged to be rea-
sonably satisfactory. For example, the method is considered
to be satisfactory in the case of the services items in the cur-
rent account but not for volatile items comprising most of the
non-official sector of the capital account.

7.3 Most broad balance of payments aggregates, such as net
services or total official capital are estimated as the net sum
of credit and debit entries for component balance of pay-
ments items for the period concerned.

7.4 Because only a limited amount of source data for the
reference month are available in time for compilation of the
monthly or quarterly balance of payments publication, ex-
trapolation methods are used to estimate entries for a number
of current account items. The initial estimates are therefore
preliminary and subject to revision as more complete and ac-
curate information becomes available.

7.5 Sometimes it is not possible to estimate entries for par-
ticular items for the reference period due to lack of available
data sources or because exirapolation methods are not con-
sidered satisfactory in the case of the items concermed.
There are a number of items of this kind which cannot be
estimated for the reference month or quarter in time for in-
clusion in the monthly publication. These cover the non-of-
ficial sector items of the capital account (except non-equity
securities domiciled in Australia and accounts receiv-
able/prepayments made} which are estimated as quarterly se-
ries only, because little information is available on private
capital movements on a monthly basis. Because of the dou-
ble-entry system of accounting employed in the compilation
of balance of payments statistics, aggregates of the items
which cannot be estimated for a particular period are derived
as residuals. In the monthly publication, the item non-offi-
cial capital plus balancing item is the capital account resid-

ual aggregate, derived by deducting fotal official capital
from the balance on capital account plus balancing item.
This latter item is of equivalent magnitude (but opposite
sign) to the balance on current account.

Use of extrapolation

7.6 Extrapolation is the method used for estimating current
entries for certain balance of payments items for which
source data are not available in time for inclusion in balance
of payments publications. As meniioned earlier, it is only
used where the method is judged to be reasonably satisfac-
tory for the item concerned. Extrapolation denotes projecting
the series for a particular item forward, taking into account
such factors as related statistical indicators, historical devel-
opments in the series, the latest available source data, sea-
sonal factors, appropriate economic and social influences and
any other known factors that are considered te be relevant.
Related statistical indicators are series which either directty
affect or are directly affected by certain balance of payments
series. The indicator series could in fact be other balance of
payments series. Examples of such relationships are travel
and overseas arrivals and departures statistics, and transpor-
tation and international merchandise trade statistics,

Distribution of longer-period data to shorter periods

7.7 Seme data sources provide quarterly data but not
monthly data. Therefore, in order to make monthly esti-
mates, quarterly data must be distributed among the months.
This may be done by using the pattern provided by partial
data or related statistical indicators. However, if no basis ex-
ists for making monthly allocations, it may not be attempted
(as is the case for the non-official sector of the capital ac-
count) or quarterly estimates may be evenly distributed (as is
the case for non-official sector investment income items).
Similar practices apply for data sources available annually
but not quarterly.

Revisions and revisions policy

7.8 Balance of payments estimates (and, in particular, the
latest monthly and quarterly estimates) are subject to revi-
sion. Revisions generally move estimates closer to their final
published values and therefore the practice of revision is
consistent with the aim of providing the most accurate esti-
mates possible,

7.9 The general policy adopted in relation to revisions is to
take every practicable opportunity to incorporate more accu-
rate information into the estimates for every period.

7.10 To minimise disruption to the historical database, if re-
visions affecting periods prior fo the previous financial year
are small, they are usually held over until the January or July
issue of the monthly publication (5301.0) and the corre-
sponding December quarter or June quarter issue of the quar-
terly publication (5302.0).
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CHAPTER 8

QUALITY OF BALANCE OF PAYMENTS STATISTICS

Intreduction

To be of most benefit to users, statistics need to be not only
relevant {measure the things users are interested in) but also
as accurate, reliable and timely as possible. Accuracy is con-
cerned with the proximity of an estimate of an item to the
ideal, or true, value of that item. Refiability is concerned
with how close the initial and intermediate estimates for a
particular period are to the final estimate for that period.
Timeliness refers to the lag between the end of the reference
period and the initial publication of statistics for that period.
Relevant statistics that are both accurate and published with
a short time lag can be said to be of high quality. This chap-
ter discusses the issues surrounding data quality as they re-
late to balance of payments statistics. It offers users of bal-
ance of payments statistics some insights into how they may
assess the quality of the statistics and outlines some of the
steps the ABS takes to ensure that the quality of the balance
of payments statistics is of high standard. A more detailed
assessment of the quality of Australian balance of payments
statistics is included in the ABS information paper Quality of
Australian  Balance of Payments Statistics, Australia,
(5342.0), released in February 1996.

Factors influencing the accuracy, reliability and timeli-
ness of balance of payments statistics

8.2 In principle, balance of payments statistics should be
compiled by summing the foreign accounts, whether actual
or notignal, of every economic unit (i.e., every government
body, business, household etc.) in Australia, In practice, this
is not feasible. The Australian balance of payments esti-
mates are therefore derived by combining data from a wide
range of sources of varying degrees of accuracy, frequency,
detail and timeliness.

8.3 While estimates of balance of payments components
should be as accurate and up-to-date as possible, these objec-
tives must be seen against a background of a number of
practical considerations and other constraints. Most data
sources suffer from one or more deficiencies for balance of
payments purposes: time lags in collection and processing;
inappropriate or insufficient coverage; incorrect valuation
and timing etc. While efforts are continually being made to
overcome or minimise such problems, account must be taken
of other considerations such as the availability and timeliness
of data from any alternative source, the cost of collection, the
relative cost-benefit of full and sample collections, the likely
attitude of and burden upon data providers and the possible
effects on other collections. In these circumstances, it is in-
evitable that available source data will always fall short of
the ideal requirements for balance of payments purposes.

8.4 Consequently, a trade-off between timeliness, on the one
hand, and accuracy and/or detail on the other becomes neces-
sary. The timing of the three main balance of payments pub-
lications is based on such a compromise. The monthly bal-
ance of payments publication (5301.0) provides a timely cur-
rent indicator of broad balance of payments trends on the
basis of limited source data and with some loss of accuracy
and detail in order to achieve the greatest possible timeliness.

8.5 The quarterly balance of payments publication (5302.0)
provides less timely but more comprehensive estimates. This
publication is released as soon as there are sufficient source
data available at a reasonable level of detail 10 make publica-
tion in some detail possible. The timing of this release is
scheduled so that it can include original and seasonally ad-
justed estimates of goods and services at constant prices and
preliminary data for the reference quarter from the quarterly
Survey of Foreign Investment.

8.6 The annual publication (5363.0) provides detailed esti-
mates, which are, as far as possible, final or subject to only
minor revisien, Tt incorporates information for the reference
year from all major data sources. It is not issued untit figures
from the annual Survey of Foreign Investment are available
for the reference year.

8.7 The zbove schedule implies that the latest estimates in
the monthly balance of payments publication, to a greater
extent than estimates in quarterly and annual balance of pay-
ments publications, are preliminary and subject 1o revision
as more compiete and accurate information becomes avail-
able. Further, the more derailed estimates may be less accu-
rate in relative terms than broader items and aggregates of
which they form components.

8.8 Particular care should be excrcised in interpreting
month-to-month movements in original and seasonally ad-
justed series as short term movements cannot be assumed to
indicate changes in trend. The monthly estimates are vola-
tite, being subject to seasonal factors (except where adjusted)
and large irregular influences. The irregular influences may
reflect both random economic events and difficuities of sta-
tistical recording. Seasonal adjustment does not aim to re-
move the irregular or non-seasonal influences which may be
present in any particular month. This means that the month-
to-month movements of the seasonally adjusted estimates
may not be reliable indicators of trend behaviour. For exam-
ple, irregular factors unrelated to the trend account for more
than half the seasonally adjusted monthly movements with
the following frequency:

Balance on current account: 9 in 10 months
Merchandise exports f.0.b: 8 in 10 months
Merchandise imports f.o.b: 9 in 10 months.

8.9 The impact of the irregular influences upon the season-
ally adjusted series is reduced by deriving trend estimates.
The monthly balance of payments publication incorporates
trend estimates for merchandise exports f.o.b., merchandise
imports f.o.b. and the overall current account balance.

Reliability of the monthly estimates

8.10 The production of preliminary monthly balance of pay-
ments statistics, as indicated previously, involves a trade-off
between timeliness and accuracy. The first-published esti-
mates are made available very quickly after key preliminary
data are obtained from certain sources - basically intermna-
tional merchandise trade statistics, data on official reserve as-
sets from the Reserve Bank, data on general government
transactions from the Commonwealth Govermment’s account-
ing records and data on public sector investment from some
major enterprises. However, it is not possible for most enter-



prises to provide information about their foreign transactions
within a few weeks of the end of the month.

8.11  For those current account items for which current
monthly and quarterly data are not available (notably, most
of the services, income and unrequited transfers items relat-
ing to the non-official sector), estimates are made by ex-
trapolating historical series. The latest monthly and quarterly
estimates are subsequently revised as more information be-
comes available. 1t shouid be noted that where data are col-
lected from enterprises in quarterly surveys {e.g. most invest-
ment income data for the non-official sector), revisions to
extrapolations of past results will affect three adjacent
months and involve adjustments in the same direction to ear-
lier estimates for those months.

8.12 The first-published monthly estimates have generally
proved to be reasonable indicators of the final results. The
average monthly revisions to both total current account cred-

*its and to total current account debits have been quite small

in percentage terms. Also the initial current account deficit
estimates have, on most occasions, correctly indicated the di-
rection of movement from the previous month shown by sub-
sequent revised estimates.

8.13 While care is needed in their use and interpretation, the
initial month’s estimates are considered useful for those ana-
lytic purposes requiring a broad indication of current devel-
opments in the external accounts.

Quality assessment

8.14 There are a number of factors that can be examined in
assessing data quality. These are discussed below:

Sample error

8.15 Where various balance of payments items are subject
to sample error, the size of the sample error is one measure
of accuracy. Sampling procedures are used in the Survey of
Foreign Investment, the International Trade in Services Sur-
vey, the International Visitor Survey, the Survey of Returned
Australian Travellers, and Overseas Armivals and Departures
statistics, Owerall sample errors are usuvally small and for
many e¢stimates non-sample errors (examples of which are
given below) are of much greater concern.

Balancing item (net errors and omissions)

8.16 Ome method of assessing the accuracy of balance of
payments statistics is to consider the size of the balancing
item. The adoption of the double entry accounting system of
recording means that, in principle, the net sum of all credit
and debit entries should be equal to zero. In practice, due to
data source deficiencies, some transactions are not recorded
accurately (errors} and some may not be recorded at all
(omissions), Persistently large figures for this item may be
taken as an indication of serious errors and omissions in the
accounts. However, a small balancing item does not neces-
sarily mean that only small errors and omissions have oc-
curred, since the errors and omissions may be offsetting.

8.17 There are various ways in which the size of the balanc-
ing item can be assessed. For example, it might be exam-
ined as a proportion of a country’s total current or capital
account transactions, or a sub-set of these, or as a proportion
of a country’s gross demestic product.
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8.18 Australia’s quarterly balancing item is much more
volatile than its annual balancing item and this volatility has
become more marked since the mid 1980s. This may partly
reflect timing and valvation problems arising from rapid
movements in exchange rates and the impact of deregulation
of financial markets. The inference that timing differences
are a source of the wvolatility is supported in those cases
where the consecutive quarterly balancing items tend to be
offsetting in broad magnitude and sign.

Behaviour of series over time

8.19 To assess the quality of certain balance of pavments
series an analyst could look at whether the behaviour of se-
ries over time provides a good explanation of economic ac-
tivity, or whether series appear to behave in erratic and inex-
plicable ways, Often, it is useful to examine related series to
determine whether a ratio formed by the series behaves in an
appropriate way. Examples of such ratios are: freight rates,
comparing transport debits (freight eamned by non-resident
carriers) to imports fo.b.; and investment yields, comparing
income debits to the level of foreign investment in Australia.

Data confrontation

8.20 Some assessment of the accuracy of various series in
the balance of pavments can be made by examining the ac-
counting relationship that exists between these and other re-
lated economic statistics.

8.21 Within international investment statistics, for example,
collections are designed to capture international capital flows
and stocks together. Essentiaily, the level of foreign assets
(or liabilities) at the end of a given period should be equal two
the level of foreign assets at the end of the previous period,
plus creations less cancellations of financial claims during
the period and plus the net effect of any revaluations or re-
classifications during the period. For example, the level of
foreign lending by a resident bank at the end of a period will
equal the previous level of foreign lending plus drawdowns
less repayments of foreign leans plus the net effect of other
factors such as foreign exchange rate variations, market price
fluctuations, write-offs, and so forth. In international invest-
ment statistics all these elements are accounted for; neverthe-
less, there may be residual statistical errors which may arise
from previously reported data being in error, reporting errors
in current periods, and coverage error (where enterprises in
the survey population change from period te period). By ex-
amining these residuals closely and by querying any large
residuals with enterprises in coilections, such residual errors
can be kept to a minimum.

8.22 Data obtained from an enterprise in one survey can
also be compared with the same or related data reported by
that enterprise in a different survey. Data confrontation at
this detailed level has proved very useful in identifying defi-
ciencies and improving data quality in respect of intemna-
tional investment and financial accounts statistics.

Partner country comparisons

8.23 As other countries also compile balance of payments
statistics it is possible to compare their estimates of transac-
tions with Australia and Australia’s estimates of transactions
with those countries, These analyses are referred to as part-
ner country comparisons. This has not been done to any sig-
nificant degree so far as there are many conceptual and prac-
tical difficulties in undertaking such comparisons. However,



the ABS has recently undertaken a joint bilateral merchan-
dise trade statistics reconciliation study with the United
States Bureau of the Census covering merchandise trade
flows (on an international merchandise trade basis) between
Australia and the United States of America for the years
1991 and 1992. The study demonstrated that a significant
part of the asymmetry in the bilateral flows resulted from
conceptual factors underlying the compilation of the statis-
tics. Actual data errors proved to be relatively insignificant.
For example, the residual (unexplained) discrepancies repre-
sented 1.3% and }.1%, respectively, of Australia’s published
merchandise import and export trade with the USA for 1992,

The statistical process

8.24 Another way 10 assess data quality is to examine the
statistical process used to collect, verify, aggregate, adjust,
analyse and publish statistics. This examination may reveal
problems in certain parts of the statistical process, for exam-
ple out-of-date sample frames, inadequate coverage, poor re-
sponse rates in collections etc. Throughout this publication
and the more detailed Concepts, Sources and Methods publi-
cation (5331.0) various references are made to specific prob-
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lems in the statistical process associated with various data
sources.

Estimation procedures

8.25 The estimation procedures used to compile various bal-
ance of payments items also need to be examined in assess-
ing data quality. For example, it may be useful to lock at the
impact that alternative assumptions would have in producing
somewhat different outcomes.

Application of revisions policy

8.26 The frequency and timing of the application of revi-
sions to statistical time series may itscelf influence the appar-
ent nature of errors and perception of quality. For example,
if revisions are consistently stockpiled for several perieds be-
fore being applied to the data, a spurious seasonality to the
pattern of errors may be introduced but some offsetting of
errors may occur. At the same time, during the period be-
tween major updates a misleading impression of the reliabil-
ity of the statistics might be conveyed.
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INDEX

This index contains references to information in numbered paragraphs in this publication, but does not contain references to

information in tables.

Accounts payable/prepayments received, 6.11, 6.30
Accounts receivable/prepayments made, 6.11, 6.30, 7.5

Accuracy of balance of payments statistics, 8.1-8.22

Allocation of Special drawing rights, See Special
drawing rights

Annual publications —
availability of data, 1.1-1.2
description of, 5.5
historical series, 5.6
presentation of, 4.1-4.4
timeliness of, 5.5, 8.6

Assets. See foreign financial assets and liabilities
and official reserve assets,

Association of South East Asian Nations
(ASEAN), 3.39

Asian Development Bank, 3.40

Australian Customs Service (ACS)—
and Australian Bureau of Statistics data

sources, 6.2-6.11

Australian investment abroad,
2352.36,3.23-3.24,3.34, 6.14, 6.15

Australian National Accounts —
relationship to balance of payments, 2.25-2.33

Balance of payments —
definition, 2.1-2.3

Balancing item, 2.7 —
assessing accuracy of, 8.16-8.18

Balances, 4.54.9 —
and seasonat adjustment, 4.29
Balance on merchandise trade, 4.5, 4.8

Balance on current account, 4.5, 4.8, 7.5
Banks, resident institutional sector, 3.21
Bank for International Settlements, 3.40

Borrowing —
domiciled abroad, 3.35, 6.42
domiciled in Australia, 3.35
drawings/repayments, 3.35
foreign investment in Australia, 3.34
purchases and salies of securities domiciled

in Australia, 3.35

supplementary classifications, 3.33

Cancellation of Special Drawing Rights. See
Special Drawing Rights

Capital Account —
and the Australian National Accounts, 2.29

classification prineiples, 3.3, 3.5
description of, 2.3, 7.5

major classifications, 3.25-3.32
time of recording in, 2.16

Capital goods, 3.13
Capital transactions, 2.35, 3.20, 3.23, 3.24
Centre of interest, 2.12

Change of ownership —
imputed, 2.16
time of, 2.16-2.17

Cinema and television film royalties. See income.

Classification principles used in balance of
payments, 3.37

Commonwealth Government
borrowing, 6.14, 6.42
interest on borrowings domiciled abroad, 6.41
ledgers (data sources), 6.41

Conceptual framework of Australian balance of
payments, 2.4-2.5

Constant price estimates —
estimation methods, 4.15-4.19
estimation of export and import values, 4.16-4.19
introduction of, 1.6
publications available, 4.10

Consulates — resident status, 2.11
Consumption goods, 3.13
Credit entries, 2.6, 3.5, 4.5

Current Account —
and the Australian National Accounts
classification principles, 3.2
description of, 2.3,
major classification headings, 3.6
time of recording in, 2.16

Data Sources —
Australian Bureau of Statistics, 6.2-6.38
Reserve Bank of Australia, 6.39-6.40
Other, 6.41—6.45,

Debit entries, 2.6, 2.7, 3.5, 4.5

Deregulation of financial market —
effects of, 8.18

Direct investor, 3.24, 3.26
See also reinvested earnings.

Direct investment —
concept of, 3.25-3.29
enterprise, 3.26
reinvested earnings, 2.31
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Direction of investment, 2.36, 2.37, 3.19, 3.23, 3.24 General government —
L ) i ) ) Australian investment abroad, 6.45
Distributed earnings, See income credits and debits. institutions, 2.11
Dividends. See income debits. lending abroad, 6.45
. ) . Gold —
t duct o -
Dom;?a;?oi; (1) ;gclgfn?:c;?g of the Australian monetisation/demonetisation, 2.2, 2.6, 2.20, 2.24,
> 3.3, 3.30,3.31,6.39
Double entry recording system, 2.4, 2.6-2.7 non-monetary, 2.24

Historical review, 1.1-1.7

Economic transaction. See transactions. Historical data base —
) ) and revisions policy, 7.8-7.10
Embassies — resident status, 2.1t
_ Historical series, 5.4-5.10
European Union (EU), 3.39, 3.49

Households —
Exchanges, 2,20-2.21 resident institutional sector, 3.20, 3.21
Exchange rates —2 s Implicit price deflators —
;:1?:;:1%1';10411? . and terms of trade in publications, 1.6, 4.24
and trade weighted index, 4.33—4.37 ,‘};‘f;?u‘:;’;;i if‘f‘z‘g”
Expenditure of — Imports fob. —
foreign governments, 6.45 commeodity breakdown, 3.8
foreign government employees, 6.45 constant price estimates, 4.11, 4.12
resident entity employees, 6.44 coverage adjustments, 6.30
non-resident entity emplovees, 6.44 data sources, 6 4_6_1f 6.30

definition of, 6.4, 6.8

seasonal adjustment, 4.26-4.31
merchandise, 3.7

timing adjustments, 6.9, 6.30
valuation adjustment, 6.10

Exports f.o.b. —
commedity breakdown, 3.8
constant price estimates, 4.16
data sources, 6.4-6.11, 6.44
definition of, 6.4, 6.6, 6.30

seasonal gd_justment, 4.304.32 : Imputed transactions, 2.16, 2.20. See also reinvested
merchandise, 3.7 earnings.
timing adjustments, 6.9, 6.30 :
. Income —
External territories, 2.9 classification, 3.17

insurance, 6.25

investment, 6.15, 6.17, 6.18, 6.41
labour, 641, 6.44, 6.45

payable and receivable, 2.34, 2.35, 2.37

Extrapolation, 7.2-7.6

Financial transactions, 2.2

F.o.b. transactions, 6.6, 6.8, 6.10 Instrument of investment, 3.33-3.34
Foreign aid, 3.18, 6.41 Insurance, 6.23—6.25
Foreign assets and liabilities, Interest. See income.

2.6,2.24,234-2.37,3.3, 34, 3.37
Intermediate and Other goods, 3.8, 3.13

Foreign investment —
in Australia, 2.35-2.36, 3.32-3.34 International Bank for Reconstruction

publications, 5.15, 5.16 and Development, 3.40
statistics, 2.34-2.37

International Monetary Fund —

Surveys, 6.12-6.18 and conceptual framework of balance of
Foreign trade — payments, 2.25

publications, 5.12 Balance of Payments Manual, 2.25

statistics, 3.7, 3.8, 6.2-6.11 International standards (recommendations) for com-

pilation of balance of payments statistics, 2.25. See

Freight — also International Monetary Fund, Balance of Pay-

on earnings by transport operators, 6.29 ments Manual.

on exports, 6.6, 6.25
on imports, 6.11 International Trade in Services Survey, 6.19—6.25



International Visitor Survey, 6.43-0.44
Investment income. See income.,

Investment —
Australian investment abroad, 3.23, 3.24, 3.34
direct. See direct invesiment.
direction of, 2,36, 2.37, 3.19, 3.23, 3.24
foreign investment in  Australia,
3.32-3.34. See also capital account,
income. See income.
instruments of, 3.33-3.34
inward/outward, 3.23

2.35-2.36,

Lending, General government, 6.15, 6.45

Loans, drawings and repayments, 2.16, 3.35

Labour income. Seg income.

Liabilities. See foreign financial assets and liabilities.
Market price principle, 2.14

Merchandise —
as used in current account, 3.6-3.8
exports, at constant prices, 4.16
commadity breakdown, 3.8-3.14
description of, 3.7
imports, at constant prices, 4.11, 4.12
imports/exports data sources, 6.2—6.11
timing adjustments of, 6.9

Methods of estimating balance of payments items,
7.1-7.10

Migrants transfers, 2.22, 3.18, 6.41, 6.45. See also unre-
quited transfers.

Miscellaneous services, 6,23, 6.25, 641, 6.45
Miscellaneous transfers, 6.41

Monthty publications —
description of, 5.3
historical series, 5.7
history of, 1.5
methods of estimation, 7.4-7.5
presentation of, 4.1-4.4
revisions, 7.8-7.10
special data service, 5.7

National accounts, relationship to Balance of Pay-
ments, 2.25-2.33. See also Auswralian National Ac-
counts and, System of National Accounts, SNA.

National capital account, 2.26

National income and outlay account, 2.26
Net lending to overseas, 2.27-2.28

Net official monetary movements, 4.6—4.7
Non-bank financial enterprises, 3.21
Non—equity securities, 3.35, 6.16, 7.3

Non-official capital transactions. See capital transac-

fions.
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Non-official labour income. See income.
Non-official migrants’ transfers. See migrants’ transfers.

Non-official miscellaneous transfers. See
miscellaneous transfers.

Non-official sector, 3.20-3.22_ 3.29-3.31, 6.15, 6.16
Non-resident, 2.8. See also resident.

Non-rural exports. See rural exports.

Official capital transactions. See capital transactions.
Official financial services (debits), 6.45

Official labour inceme (debits), 6.41

Official reserve assets —
changes in, 2.2, 2.24, 3.31, 4.384.39
concept of, 3.30
composition of 6.39
data source, 6.39
valuation of, 6.39

Official sector, 3.20

Official services, 6.41, 6.45

Offsetting entries, 2.2, 2.6, 2.22, 3.18

One-sided transactions. See unrequited transfers.

Organisation for Economic Co-operation and Develop-
ment (OECD), 3.39, 3.41

Organisation of Petroleum Exporting Countries
(OPEC), 3.39

Overall balance. See net official monetary movements.
Overseas arrivals and departures statistics, 6.44

Overseas transactions account, 2.26—2.27

Partial balances, 4.8-4.9

PC AUSSTATS, availability of balance of
payments statistics, 5.9 -
and other Australian Bureau of Statistics electronic
forms of dissemination, 1.7

Portfolio and other investment, 3.32, 3.42,

Price deflation. See constant price estimates.
Profits. See investment income.

Public (government owned or controlled) enterprises,
2.11

Public sector, 3.22

Publications, Australian Bureau of Statistics —
balance of payments publications and
seasonally adjusted estimates, 1.4—1.5,
4.26—4.30, 8.8
constant price estimates, 1.6



description of available statistics, 5.1-5.16

electronic dissemination, 1.7

international investment publications, 5.2, 5.5,
5.15-5.16

presentation, 4.1-4.4, 5.1-5.16

regional detail, 5.8

Quarterly publications —
description of, 5.4
constant price estimates, 1.6
historical series, 5.7, 5.9
history of, 1 .4
methods of estimation, 7.4-7.5
presentation of, 4,1-4.3
special data service, 5.7
timeliness of, 8.5

Quantity revaluation. see constant price estimates.

Region —
classification principles, 3.46-3.49, 3.36-3 .41
country detail, 5.8

Reinsurance. See insurance.

Reinvested earnings —
imputed transactions, 2.23
treatment, 2.23
(see also treatment in the national accounts,
2.30-2.33)

Reserve assets. See official reserve assets.

Reserve Bank of Australia —
data sources, 6.1, 6.39-6.40
investment income, 6.40
official sector, 3.20
reserve assets, See official reserve assets.

Resident —
concept of, 2.8-2.13, 2.22_2.23
institutional sectors, 3.20--3.22

Revisions and revisions policy, 7.8-7.10
Royalties and copyrights. See property income.

Rural exports, commodity breakdown of, 3.8-3.12

Seasonal adjustment, 4.26—4.32, 8.8

Services —
classification of, 3.16
exports of, at constant prices, 4.17
imports of, at constant prices, 4.19
transportation, 5,14

Sources. See data sources.

Special drawing rights (SDR’s) —
and changes in official reserve assets,
2.2,2.6,2.24, 3.3, 3.30-3.31, 435, 439, 5.7, 6.39

Standard International Trade Classification, 3.8-3.10

Survey of Embassies and Consulates, 6.32

Survey of Foreign Investment, 6.12-6.18

Survey of Principal Transport Enterprises, 6.30-6.31
Survey of Returned Australian Travellers, 6.26-6.29

System of National Accounts (SNA) —
relationship to Balance of Payments Manual, 2.25
relationship to Australian National Accounts,
232233

Taxes, withholding. See withholding taxes.

Terms of trade —
presentation of, 4.20—4.25

Territory, Australia’s, 2.8-2.13

Timeliness of balance of payments statistics,
factors affecting, 8.1-8.7

Timing —
principles of, 2.16-2.17

Time series. See also presentation of
balance of payments —
historical series, 5.6-5.10
Telease of balance of payments statistics
(other than printed material), 5.7-5.10

Time lags, 8.3

Transactions —
and other changes covered in the balance
of payments, 2.18-2.24
economic {definition), 2,18
one-sided. See unrequited transfers.
price, 2.14

Trading enterprises, 3.21-3.22

Travel. See International Trade in
Services Survey and International Visitor Survey.

Trade credit. See accounts payable/prepayments
received and accounts receivable/prepayments made.

Transportation. See services,

Trend estimates. See seasonal adjustment.

Unrequited transfers —
classification of, 3.6, 3.18, 3.37
one-sided transactions, 2.2, 2.22
time of recording, 2.16

Valuation —
free on board (f.o.b.), 6.6-6.10
market price, 2.14
transactions price, 2.14

Withholding taxes, 6.15
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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 anc
other products can be found in the ABS Catalogue of Publications and Products
available from all ABS Offices.

ABS Products and Services

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

National Dial-a-Statistic Line
0055 86 400

Steadycom P/L: premium rate 25¢/21.4 secs,

This number gives 24-hour access, 365 days a year, for a range of important economic
statistics including the CP1L.

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

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

Sales and Inquiries

Keylink STAT.INFO/ABS

— X.400 {C:Australia, PUB:Telememo,0:ABS, FN:STAT, SN:INFO)
Internet stat.info@abs.telememao.au
National Mail QOrder Service (0B) 252 5249
Subscription Service 1800 02 0608
Information Inquiries Bookshop Saies
SYDNEY (02) 9288 4611 {02) 9268 4620
MELBOURNE (03) 9615 7755 (03) 9615 7755
BRISBANE (07) 3222 6351 {07y 3222 6350
PERTH (09) 360 5140 (08) 360 5307
ADELAIDE (08) 8237 7100 (08) 8237 7582
CANBERRA (06) 252 6627 (06) 207 0326
HOBART (03y 8220 5800 (03) 6220 5800
DARWIN {08y 8943 2111 (08) 8943 2111

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

Produced by the Australian Government Publishing Service
& Commonweaith of Australia 1996

2535100001964

ISBN 0 642 18664 2
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