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PREFACE

Australian National Accounis: Capital Stock (5221.0) is part of the regular set of annual national accounts publications.
Some data relating to capital stock are shown in Austratian National Accounts: National Income, Expenditure and Product
(5204.0), but this publication presents more comprehensive details of capital stock and consumption of fixed capital (in both
current and constant price terms), There are some relatively minor differences between the valucs of the statistics in the two
publications due to rounding. Quarterly estimates of consumption of fixed capital are derived by extrapolation and interpo-
lation for inclusion in dustralian National Accounts: National Income, Expenditure and Product (5206.0).

Descriptions of the concepts underlying the cstimates contained in this publication are outlined in the accompanying

Explanatory Notes. A more detailed description may be obtained from the 1996 cdition of Austrafian National Accounis:

Concepts, Sources and Methods (5216.0), which is now available on the CD-ROM ecntitled Statistical Concepts Reference
Library on CD-ROM (1361.0).

W, McLennan
Australian Statistician

Australian Burean of Statistics
Belconnen ACT 2616

July 1997
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MAIN FEATURES

NET CAPITAL STOCK, 30 June 1996

Net :{fmﬁs};{.k 7 Gross fixed

30 June 1995

§ billion

Consumption of
Jixed capital
during 1995-96

capital expenditure
during 1995-96

Net capital stock
30 June 1996

At eurrent prices

Private Sector

- Corporate trading cnterprises 280.7 89 244 2969
: Financial enterprises 36.9 1.6 22 378
Unincorporated enlerprises 496.9 327 209 512.4
Real estate transfer expenses 46.0 55 5.1 54.9
Total private sector 860.4 78.7 525 901.0
" Public Sector
Trading enterprises i81.2 10.5 8.5 181.7
Financial enterprises 12.1 0.3 04 10.7
. General government 168.4 8.9 R.1 173.1
* Total public sector 361.7 19.7 17.0 3655
All Sectors .- )
Total 12224 98.4 69.5 1266.5
At average 1989-90 prices
Private Sector
Corporate trading enterprises 266.0 369 229 284.5
Financial enterprises 374 1.8 2.1 383
Unincorporated enterprises 458.2 30.2 19.2 469.2
Real estate transfer expenses 50.4 5.8 54 50.7
Total private sector 8i2.0 14.6 4938 842.7
Public Sector
Trading enterprises 174.3 10.0 8.1 171.8
Financial enterprises 11.6 03 04 10.0
General governmeni 156.5 8.6 1.6 157.4
Total public sector 3423 18.9 16.1 339.2
All Sectors
Tatal 1154.4 93.6 66.0 1181.9

The tabie above presents estimates of Australia’s net capital
stock of tixed assets on the final day of the 1994-95 and
1995-96 tfinancial years, and estimates of the flows linking
the two. Conceptually, in average 1989-90 price terms, the
change in the net capital stock over a year is oqual to the
net fixed capiral expenditure during the year (that is, the
difference between gross fixed capital expenditure and the
consumption of fixed capital) and other changes in the
volume of fixed asscts (such as those due to
reclassifications of owning entities). The privatisation of
public enterprises, which has been occurring in recent years,
has led 1o changes in the volume of assets held by the
affected industries and institutional sectors and is therctore
reflected in the capital stock estimates.

In current prices the change in the net capital stock over a
year also takes account of revaluations, because the value of
the net capital stock is determined by its replacement cost
at a particular time, and the prices of capitai goods an<d
related scrvices change over time,

Growth in net capital stock

At average 1989-90 prices, Australia’s net capital stock
increased by $27.6 biilion (2.4 per cent) during 1995-96 to
stand at $1181.9 billion at 30 June 1996. The increase was
the excess of $93.6 billion of gross fixed capital expenditure
over $66.0 billion of consumption of fixed capital.



GFRAPH 1. GROSS FIXED CAPIT AL EXPENDITURE
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Growth in net capilal stock at average 1989-90 prices was
3.8 per cent in 1995-96 for the private secror. Dwellings
increased by 2.5 per cent over the year, non-dwelling
construction increased by 3.9 per cent and egquipment
increascd by 7.2 per cent. These changes contrast wilh
average annual growth rates of 2.9 per cent, 2.6 per cent and
2.0 per cent, respectively, over the previous five years,

In the private sector, the industries recording the highest
growth rates in 1995-96 were Transport, storage and -
comuunication {up 29.6 per cent) and Electricity, gas and
water (up 28.8 per cent). The growth in these industries is
affected by privatisations 10 a considerable extent. Cultural
and recreational services also recorded high growth in
1995-96 (up 19.8 per cent). The only industry to show a
decline in 1995-96 was Wholesale trade (down 1.l per
cent).

Net capital stock for the public sector declined by 0.9 per

cent over the year in average 1989-90 price terms. The
general government sector increascd by 0.6 per cent, whilst

GRAPH 3. RATIOS OF CAPITAL STOCK TO PRODUCTION
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GRAPH 2. PERCENTAGE CHANGES IN NET CAPITAL
STOCK AT AVERAGE 1989-90 PRICES
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.the public_gnlerprises sector declined by 2.2 per cent, the

latter being infivenced by privatisations. For public
enterprises, equipment fell by 8.5 per cent, dwellings
recorded a modest growth ot 1.8 per cent and non-dwelling
construction declined by 0.8 per cent. In the general
government scctor equipment continued to cxhibit strong

growth of 6.8 per cent. There were small falis in dwellings

(down 0.3 per cent) and roads (down 0.2 per cent).

Capital stock ratios

The ratios of gross capital stock (GCS) to gross domestic
product {GDP) and net capital stock (NCS) to net domestic
product {(NDP) both reached a peak in 1982-83 (see Graph
3). However, the proportion of production devoted to capital
expenditure reached a peak somewhat earlier, in the
mid-1960°s (sce Graph 4). As the relative size of the
capital stock to production increases so does the proportion
of production required to replenish that part of the capital
stock used up in the process of production {i.e. consumption
of fixed capital). This is why the ratio of net fixed capital

GRAPH 4. RATIOS OF CAPITAL EXPENDITURE TO PRODUCTION
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_"cxpcnditurc (NFCE) (0 NDP declined much more sharply
from its peak than did the ratio of gross fixed capital
expenditure (GFCE) to GDP.

: In 1991-92, the ratio of NFCE to NDP rcached its lowest
tevel since 1948-49.  Since 1991-92, there has been a
maodesi recovery in the ratio.

Average age of the capital stock

Australia’s capital stock continues 1o age. Between 1983-84
- and 1995-96 (hc average age ol the gross capital stock
increased steadily from 14.0 years to 154 years. There is
a signiticant difference in the average age of public scctor
capital siock (17.1 years ar the end of 1995-96) comparcd
with that of the private sector (14.7 years at the end of
£995-96).

The aging of the capital stock is most evident in the public
sector, paricularly general govermiment where the average
age increased from 13.3 years in 1Y83-84 (0 13.5 ycars in
1995-96. Analysis of the composition of general
govermuent capitat stock shows that the average age of
roads increased from 16.3 years to 18.6 years over the
period 1983-84 to 1995-96; other non-dwelling construction
increased from 12.2 years to 154 years; dwellings returned
{0 an average age of 19.1 years afier being below this for
the previous ten years; and equipment decreased from 8.3
years to 3.7 ycars,

Overall, in 1995-96, the avcrage ages of hic gross capital
stock were 19.5 years for dwellings, 17.4 ycars for
non-dwelling consiruction and 7.6 years for equipment.

Over the last 12 years, the average ages for dwellings and
non-dwelling construction have increascd while that for
equipment has decreased slightly.

Net rates of return on capital

The net rales of rewrn on capital shown in this publication
relate only to non-dwelling construction and equipment. In
1995-96 the private sector nei rate of return increased to
18.1 per cenl from 17.7 per cent in 1994-95. Industries in
the private sector which continue to enjoy relatively high
ralcs of return are Personal and other services (36.2 per
cent), Cultural and recreational services (31.3 per cent),
Retail trade (20.5 per cent), Manufacturing (21.5 per cent)
and Wholesalc trade (22.2 per cent). The net rates of return
for Electricity, gas and waler, improved from -2.8 per cent
in 1994-95 10 9.2 per cent in 1995-96. A number of
industries in the private sector experienced a lower raw of
return in 1995-96 than in the previous year. The largest fall
was for Transport, storage and communication from 8.2 per
cent 10 6.2 per ceqk

The net rate of return for public trading cnterpriscs was 6.7
per cent in 1995-96. This is considerably lower than the
18.1 per cent for private corporate trading enterprises.
However, the public trading enterprise sector is dominated
by utility. transport and commuunication industries. For
Electricity, gas and waler the net rate of return in 1995-96
was 9.2 per cent in the private sector and 5.7 per cent in the
public sector, For Transport, storage and communication
the figures were 6.2 per cem for private and 7.6 per cent for
public.
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EXPLANATORY NOTES

Concepts, definitions, sources and methods

1. The estimates of capital stock and consumption of
fixed capital in this publication arc prepared using the
perpetual inventory method (PIM). Estimates of gross
capital stock are derived by accumulating past investment
flows and deducting the estimated value of retirements from
the stock. Adjustments are made for other changes in
volume or value between reporting periods. Estimates of
consumption of fixed capital, and hence net capital stock,
are derived using a depreciation function based on the
expected egonomic life of the various assets.

2. The PIM depends on estimates of gross fixed capital
expenditure (GFCE) and price indexes over many years, and
on assumptions about mean asset lives, asset life
distributions, and depreciation patterns. It follows that the
¢stimates in this publication are only as good as the source
data and the assumptions that are used in preparing them.
In particular, the GFCE series have limitations because the
estimates of GFCE by industry are less reliable than the
totals. For non-dwelling construction, little information 15
available about transactions in existing assets within thc
private enterprises sector; and [or equipment, only partial
information about leased equipment by industry is available.
Further information concerning the data sources and
methodology appears in Australian National Accounts:
Concepts, Sources and Methods (5216.0) or on the
CD-ROM Statistical Concepts Reference Library (1316.0).
Definitions of the main component items, and some details
of sources and methods are provided in the following
paragraphs.

3. Gross fixed capital expenditure is the expenditurc
incurred by enterprises, general government bodies, and
private non-profil organisations in acquiring durable goods,
whether these ar¢ purchased in the market or produced on
own account. GFCE includes: expenditure associated with
the improvement and alteration of durable assets which
significantly c¢xtends their productive lives;
work-in-progress on construction projects; expenses
associated with the transfer of real estate; and capital cosis
associated with developing iand, mineral deposits, and
timber tracts. GFCE excludes: repair and maintenance
expenditure; the acquisition of non-reproducible assets such
as land, mineral deposits, and timber tracts; outlays by
general government on durable goods for military use; and
capitalised interest,

4. Gross capital stock is the accumulation of past
investment flows (as defined for GFCE above) less
retirements, plus other volume changes (such as
reclassifications) and revaluations at 30 Junc each year,
before the deduction of any allowances for consumption of
fixed capital. Net capital stock is gross capital stock less
accumulated capital consumption on jtems forming the
gross capital stock. Both measures may be expressed in
current or constant prices based on either historic cost or

current replacement cost. Estimates at historic cost are
bascd on the original purchase prices. All the estimates in
this publication are based on current replacement cost.

5. Consumption of fixed capital is the value of assets
used up in the production process during an accounting
period. It is the result of normal wear and tear, loss in value
due to foreseen obsolescence, and the normal amount of
accidental damage which is not made good by repair. In
practice it is difficult to allocate to individual years the loss
in value which occurs over the life of an asset. In these
estimates the convention of a straight line (prime cost)
depreciation function has been adopied.

6.  Net capital stock, gross capital stock and consumption
of fixed capital data have been adjusted 1o take account of
most privatisations, most of which have occurred in the
last few years. For public trading enterprises that have been
privatised, the size of each adjustment has been derived by
using the PIM to compile individual estimates of capital
stock and consumption of fixed capital for the businesses
concerned. For public financial enterpriscs this has not been
possible and the adjustments-have been derived using
sources such as annual reports. As privatisations involve a
change of ownership of businesses between institutional
sectors, it should be noted that net capital stock at the end
of the year (1-1) plus net fixed capital expenditure during
year (1) will not equal net capital stock at the end of year
(1) at constant prices for the affected industries and
institutional sectors in the years during which the
privatisations occurred,

7. Averagc age is the age at 30 June of past years' GFCE
{(assuming on average mid-year purchase) weighted by their
proportions of the gross capital stock. A limitation of the
estimales is that purchases and sales of second-hand assets
are trcated as if they were new. For most
industry/institutional sectors, this has little impact, but for
some, such as FElectricity, gas and water - private
enterprises, the impact is major.

8.  Another problem arises with the purchase and sale of
second-hand assets between indusiries and institutional
sectors if the values of the transactions differ from the
estimated capital stock valucs of the assets concerned.
Generally, it is not possible to identify the values of
particular assets in the capital stock estimates and so the
values of the second-hand transactions are used to adjust the
capital stock estimates of both the donor and recipient by
industry/institutional sector/asset type. The transaction value
can differ from the underlying capital stock value for a
number of reasons. First, the capital stock estimates are
valucd at replacement cost whilst the second-hand
transactions are valued at market prices. Second, the capital
stock estimates may be inaccurate because the assumptions
(i.e. the expected mean asset lives, and the retirement and
depreciation funciions) that have to be made in deriving
them using the PIM do not refiect reality. Third, asset sales



often involve a bundle of different types of assets (e.g.
equipment, non-dwelling construction and land) and it can
be difficult to allocate accurately the total market value of
a transaction to each asset type. If the values of second-hand
transactions are relatively small then the ensuing distortions
will be minor. However, sometimes the market value of a
second-hand asset can exceed the estimated net capital stock
(at replacement cost) of the donor industry/institutional
sector/asset type, which leads to anomalies in the capital
stock estimates.

9. The industrial classification used in these statistics is
the Austrafian and New Zealand Standard Indusirigl
Classification (1292.0). The data for private enterprises are
available by industry, but the data for public autherities are
originally compiled by purpose in accordance with the
Classifications Manual for Government Finance Statistics,
Ausiralia (1217.0). The conversion from purpose to industry
is casy for most public trading enterprises because they
usually have specialised functions (such as supply of
electricity or provision of rail transport) but is difficult for
the general government sector. No industrial classification
of general government capital stock is available but
estimates of consumption of fixed capital by industry are
prepared as they are required so that estimates of gross
product by industry can be compiled for publication in
Australian National Accounts: National Income,
Expenditure and Product (5204.0).

10. The unit of classification used in these statistics is the
enterprise. A detailed discussion of statistical units can be
found in Standards for Statistical Units in Australian
Integrated Economic Statistics (1231.0). As many of the
uses of the statistics presented in this publication require
comparison with other series such as output and gross
operating surplus, users should ensure that they compare
series thai are based on consistent statistical units.

1. Four broad asset types are used in this publication:
dwellings, non-dwelling construction, equipment, and real
estate transfer expenses. Dwellings are houses, flats, home
units, villa units, duplexes, etc, However, hotels, hosiels etc.
are shown under non-dwelling construction. Dwellings
purchased by households from public housing bodies,
including previously rented houses, are included in private
capital expenditure and deducted from public capital
expenditure in the year of sale. Non-dwelling construction
covers buildings other than dwellings (offices, factories
etc.), port facilities, railways, roads, dams, tunnels, and
similar civil engineering works. Also included are lifts,
fixed heating and ventilation equipment, and similar
equipment normally installed as an integral part of a
building. Equipment includes vehicles, aircraft, ships,
lathes and other industrial machinery, and office equipiment.
Because private expenditure on equipment is estimated
mainly from purchases and disposals of depreciable assets
shown in taxation statistics, the coverage of equipment in
this publication is affected by the meaning of plant in the
Income Tax Assessment Act. Real estate transfer expenses
cover the various fees which are incurred by either the
buyer or seller of real estate, namely, legal fees,
commissions paid to sales agents, and stamp duties and
other government charges paid on transfer of ownership.
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12. Data are compiled separately for the following
institutional sectors: privaie corporate trading enterprises,
private financial enterprises, unincorporated enterprises and
dwellings owned by persons, public trading enterprises,
public financial enterprises, and general government.
Detailed definitions of these can be found in the Standard
Institutional Sector Classification of Australia (1218.0)

13. Tables 26 and 27 present rates of return on capital for
selected industries. Gross rates of return are caleulated as
the ratio of gross operating surplus to gross capital stock
and net rates are the ratio of net operating surplus to nct
capital stock. To be consistent with the estimates of capital
stock, which are classified by indusiry of cnterprise,
eslimates of operating surplus are also ciassified by industry
of enterprise rather than by industry of establishment. The
figures for rates of retum should be interpreted cautiously
because the capital stock uscd in the calculations is
restricted to non-dwelling constnuction and equipment; that
is, both dwellings and rcal estate transfer expenscs are
cxcluded, as well as other assets usually owned by
~businesses such as land, financial assets, and stocks.

Occasional Papers

14. Occasional Papers produced by thc ABS report on
various aspects of research being undertaken. They arc not
used for the release of official statistics and do not
necessarily reflect the views of the ABS. The foliowing
~Qccasional Papers are available from ABS offices:

Studies in National Accounting: Current-Cost and Con-
stant-Cost Depreciation and Ner Capital Stock - Cherylee
Bailey (1981/1)

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

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

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

Estimates of Multifactor Productivity, Australia - C. Aspden
(5233.0)

Productivity, Prices, Profits and Pay, 1964-65 10 1989-90 -
I. Castles (5239.0)

Related publications

15. As well as the publications mentioned above, other
publications which may be of interest include:

Australian National Accounts: State Accounts (5220.0) -
issued annually

Australian National Accounts: National Balance Sheet
(5241.0) - issued annually

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



" Awstralion National Accounts: Financial Accounts (5232.0)

- issued quarterly

Australian National Accounts: Multifactor Productivity
(5234.0) - issued annually

Private New Capital Expenditure, Australia (5626.0) -issucd
quarterly

Building and Construction Activity, Australia (8754.00) -
issued quarterly

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

Symbels and other usages

na not available
—  nil or rounded 10 zero
billion 1000 Million

Any discrepancies between totals and surns of
components in the tables are due to rounding.









For more information . . .

The ABS publishes a wide range of statistics and other information on Australia's
economic and social conditions. Details of what is available in various publications and
other products can be found in the ABS Catalogue of Publications and Products
available 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 hy contacting your nearest ABS Office. The ABS
also provides a Subscription Service for standard products and some taitored information
services.

National Dial-a-Statistic Line
0055 86 400

Steadycom PiL: premium rate 25¢/20 secs.

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

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

[

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

Sales and Inquiries

client.services@abs.gov.au

National Mail Order Service (06) 252 5249
as from 18 August 1997 (02) 6252 5249
Subscription Service 1800 02 0608
Information Inquiries Bookshop Sales
CANBERRA (06) 252 6627 (06) 207 0326
as from 18 August 1997 (02) 6252 6627 {02) 6252 0326
SYDNEY (02) 9268 4611 (02) 9268 4620
MELBOURNE (03) 9615 7755 {03} 9615 7755
BRISBANE (07) 3222 6351 (07) 3222 6350
PERTH 09) 360 5140 (09} 360 5307
ADELAIDE 08; 8237 7100 (08) 8237 7582

{

{
HOBART (03) 6222 5800 (03} 6222 5800
DARWIN (08) 8943 2111 (08) 8943 2111

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