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Tasmania’s per capita GDP relative to the national
average has been revised upwards quite a bit
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Latest State Accounts present a slightly better
view of Tasmania’s medium-term performance

Growth in real gross State product
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Tasmania’s per capita economic growth rate has
exceeded the mainland average in recent years
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Tasmania still has the lowest per capita GSP of
any State — but by a smaller margin than before

GSP per capita based on GSP per capita based on
2005-06 estimates 2006-07 estimates

140 7 Australian average = 100 140 7 Australian average = 100
130 - 130 A
120 A 120 A
110 A 110 A
100 - 100 A

90 - 90 -

80 - 80 -

70 - 70 T

60 - 60 -

NSW Vic Qld SA WA Tas NT ACT NSW Vic Qld SA WA Tas NT ACT

Note: estimates based on chain-volume GSP.
Sources: ABS State Accounts (5220.0) 2005-06 and 2006-07; -

5 Economics@ANZ economics@':g-. i__



2006-07 economic growth appears to have been
due entirely to overseas and interstate trade

Contributions to annual change in real gross State product

State final demand ‘Balancing item’
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the statistical discrepancy is the difference between the expenditure-based and average measures
of real GSP. Sources: ABS State Accounts (5220.0) 2006-07;
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However growth in state final demand has
considerable momentum going into 2007-08

State final demand
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Employment growth slowed sharply in 2006-07
although it has picked up again so far in 2007-08

Employment growth Unemployment
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Tasmania has derived very little benefit from
terms of trade gains over the past five years

Contributions to changes in real per capita gross income
2002-03 to 2006-07
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Data revisions haven’t affected greatly affected
estimates of household disposable income

Tasmanian household disposable income per capita relative to
national average
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Estimates of Tasmanian labour productivity have
been revised upwards, above Qld and SA levels

Tasmanian labour productivity Labour productivity by State,
relative to national average 2006-07
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However productivity growth has been below the
national average over the past five years

Growth in real GSP per hour Growth in unit labour costs,
worked, five years to 2006-07 five years to 2006-07
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The relationship between productivity and per
capita income still looks very strong
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Gross product per hour worked, 2006-07

Sources: ABS State Accounts (5220.0); Employed persons by sex,

70

65

60

55

50

45

Productivity and per capita income, 2006-07

NT o , Regression line
/./' excl. ACT Regression line
i ° ) ‘
WA e
T AcT®
- ./,/ -
7/
7/
/ ,—”’
- ",/—"”
- ’ _/\//iC 'NSW
T Y
| Tas @
:jl/d. SA
$ 000
20 25 30 35 40 45 50 55

Household disposable income per capita, 2006-07

age, hours worked, state (6291.0.55.001); Economics@ANZ. economics@':i. —



Tasmania has an above average share of sectors
INn which productivity nationally is below average

National industry productivity levels and the industry
composition of the Tasmanian economy compared with
the national average

— 4 7
© . :
c Agriculture .. @ Manufacturing
= Health etc. ] ® CElectricity gas & water
g2 2 ® y g
c S HF
) Retalllrb Py /Transgort & sfcor?ge
=S a 0 ¢ o ommunications
- c—jc 2 Hospitality ®
-g ; N Construction ®  ®\Wholesaling PY Finance %
S o9 - T & insurance
£ 2 ©
n o ..
® Minin
- 28 -4 - J
)

-

0 : :
E 'g S _6 ° Property & business services
253
v n O
©C 0N _8 _

—
ol -100 -50 0 50 100 150 200 250 300 350 400
(¥ -
@)

Australia-wide industry productivity relative to all-industry average
(2004-05 to 2006-07, %)

Sources: ABS State Accounts (5220.0); Employed persons by sex, P —
age, hours worked, state (6291.0.55.001); Economics@ANZ. 4 = %5
14 % ( ) eCONOMICS@ & wuin' i



By one measure there’s been more change in
Tasmania’s economic structure than Australia’s

Change in industry shares of gross value added,
1989-90 to 2006-07
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By this measure Tasmania has seen more
structural change than any other State

Mean absolute change in industry shares of gross
value added, by State, 1989-90 to 2006-07
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Tasmanian economic growth has been concen-
trated in sectors with below-average productivity
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Tasmanian economic growth by sector and national

Sources: ABS State Accounts (5220.0); Employed persons by sex,
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Tasmanian businesses are the least innovative in
Australia (apart from Canberra)

Businesses innovating, Sales revenue from new or
2004 and 2005 significantly improved products
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The 2006-07 business investment slump, if not
reversed, bodes ill for productivity growth

Investment as a share of GSP Business investment
2001-02 to 2006-07 as a share of GSP
30 1 % of GSP 16 7 % of GSP

_ 15 A
B Public
25 1 National B Business 14
average 13 -
12 - Mainland
11 -

Tasmania

NSW Vic Qld SA WA Tas NT ACT 91 95 99 03 o7

Note: ‘Investment’ refers here to non-residential fixed capital expenditure, ie excluding housing and
stocks. Business investment excludes purchases of second-hand assets from the public sector.
Sources: ABS State Accounts (5220.0) 2005-06; Economics@ANZ
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Educational attainment and productivity are
closely related

Educational attainment and productivity, 2006-07
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Relatively low literacy and other ‘life skills’ among
Tasmanian adults detracts from productivity
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Tasmania has the poorest educational attainment
rankings of any State or Territory ...

15-64 year olds with
post-school qualifications
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... and prospects for improving it in the near term
aren’t good judging by school retention rates

Apparent student retention rates from year 10 to year 12
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Tasmania is attracting a below-average share of
skilled overseas immigrants

Skilled immigrants to Australia
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There’s no need for further significant changes in
the structure of the State Budget
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Source: State Budget Papers.

® The major structural

problems in the State Budget
have largely been ‘fixed’

— although it will be
iImportant that the current
fiscal strategy targets are
achieved

— and the unfunded super
liability needs to be
managed down over time

The Tasmanian Government
shouldn’t be afraid of funding
major infrastructure spending
partly through debt

— although major asset sales
should also play a role

Health, education and micro-
economic reform (eg water)
should be major priorities for
future budgets
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How much change is enough?

® Some economic change is inevitable

— the result of technological progress, changes in preferences
and tastes, demographic changes, and global or national
economic & political forces

® Some economic change needs to be driven by policy

— ‘market forces’ on their own don’t always produce socially,
economically or environmentally optimal outcomes

— economic institutions and structures (often the result of past
policy choices) can become ossified and inhibit the capacity
of an economy or society to respond flexibly to external
changes

— policy changes can help change underlying attitudes and
incentives

® Tasmania has experienced a considerable amount of
economic change over the past decade

- in some cases (eg the State Budget) largely achieving what
needed to be done

- in others (eg productivity, infrastructure and education)
there is still much more to be done

- new frontiers for change (eg water, global warming) are

emerging and will continue to do so ; FyvYr 4
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