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Key messages
Business prospects in 2014:
slowly changing gears
Our National CEO Survey this year indicates that on balance, Australia’s CEOs are expecting business
conditions in 2014 to be modestly better than those they experienced in 2013. Nevertheless, they anticipate
business conditions to remain below average.
In line with the continued subdued outlook for general business conditions, our CEOs again listed weak
demand across the economy as the main concern for growth in 2014. Adding to this, wage pressures and
flexibility of industrial relations have re-emerged as key potential impediments to business growth among
respondents. These concerns, if played out as expected, will drive rising business costs and put additional
pressures on business margins in an already fragile economic environment.
On a more positive note, this year’s National CEO Survey has found an apparent improvement in the ability
of manufacturing businesses to compete at a higher Australian dollar range in the past few years, both in the
export markets and against import competition. Given the recent depreciation of the Australian dollar, falling
commodity prices and the US Federal Reserve’s plan to gradually reduce their monetary stimulus program on
the back of a slowly recovering economy, the downward movement in the Australian dollar will hopefully
continue over the coming year, and provide further support to exporters and import-competing businesses.
On top of this, low interest rates are clearly having their long-awaited effect on the domestic economy, seen
in the early signs of recovery in both residential and commercial construction.
The Australian economy is going through significant change. The great mining investment boom that has
dominated our economy over the past few years is slowing. While this boom is giving way to strong growth in
resources output and exports, the non-mining majority of our economy seems stuck in the slow lane. While
the construction industry – especially residential construction activity – appears to have picked up somewhat
after a prolonged slump, it nevertheless remains well shy of complete recovery. More broadly, lower interest
rates and the decline in the Australian dollar through 2013 are assisting the process of rebalancing, but as we
move into 2014, consumers still seem hesitant about spending and many businesses remain reluctant to
invest or employ new staff. Further, state and Federal Governments are cutting back on their spending as
they seek to get their budgets onto a more sustainable footing. Employment growth remains slow and
unemployment is rising nationally.
The challenge for Australian business leaders and policy-makers in 2014 continues to be: How can we
“change gear” from economic growth driven by mining investment to that generated by non-mining
business activities? What can we do to best manage this transition process? This transition provides
important opportunities for governments at both the Federal and state levels to put in place policies
particularly in the areas of industrial relations, taxation, infrastructure, innovation and in developing the
business capabilities and workforce skills to build long-term improvements in competitiveness, productivity
and living standards. In the meantime, while investment is expected to improve only gradually this year, in
2014 CEOs nationwide will continue to work on their business models, their markets, their customer needs
and their costs as they face and adapt to the constantly changing economic environment.

Innes Willox
Chief Executive
Australian Industry Group
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Economy-wide survey results
This annual report is based on our survey of Chief Executive Officers (CEOs) from 241 businesses across
Australia. These businesses are based across states and are spread across the major non-farm privatesector industries of mining services, manufacturing, construction and the broad services sectors. Together,
they employ around 39,400 people (184 people each on average) and had a collective annual turnover of $15
billion in 2013 (see Appendix for sample details). These survey results are supported by analysis of official
forecasts and ABS data on key aspects of business performance including sales, employment investment
and exports.
The CEO Survey was conducted through October and November 2013 and records the considered views of
a wide cross-section of CEOs about business prospects in 2014.

Economy-wide prospects in 2014
While responses vary, on balance, Australia’s CEOs expect general business conditions in 2014 to be only
modestly better than in 2013. Just over a third of all CEOs (35%) expect general business conditions to
deteriorate in 2014, relative to 2013, although 37% anticipate an improvement. The remaining 28% of
CEOs expect conditions to be unchanged over the coming year. Although more than a third of businesses
expect a deterioration in 2014, this is an improvement on CEO’s expectations a year earlier. At the end of
2012, just over half of all CEOs surveyed (52%) had expected general business conditions to deteriorate in
2013, relative to 2012 and around a third expect no change. And just 16% of CEOs had expected conditions
to improve in 2013, compared to a much healthier 37% expecting an improvement in 2014.
Across the major sectors included in this survey, deteriorating conditions are expected in 2014 by almost half
of mining services CEOs (46%). Tougher conditions are anticipated by 40% of manufacturers while almost a
third of services CEOs (30%) and 20% of construction businesses also anticipate conditions to worsen.
On the other hand, services CEOs are, on average, the most optimistic this year, with 44% expecting their
general conditions to improve in 2014. Around a third of manufacturing (33%), mining services (31%) and
construction (30%) CEOs expect better business conditions.
This anticipation of modest improvement comes after an extremely challenging year for most businesses in
2013, with 65% of CEOs from all sectors covered reporting a decline in conditions in 2013 and 19% reporting
no change in 2013 relative to 2012. Indeed, for many businesses, any growth they see in 2014 will likely
represent a recovery from 2013 rather than an outright expansion in their sales or production levels.
Across all industries, Australia’s CEOs told us that in 2014 they expect:










Higher sales revenue
o Sales revenue (annual turnover) to improve for 59% of businesses, but decline for a quarter of
businesses. The rest (16% of respondents) expect no sales revenue growth, relative to last
year.
Sluggish employment growth
o Only 29% of businesses anticipate lifting employee numbers in 2014 while almost a third (32%)
plan to reduce employment with remainder (39%) planning not to change their employment
numbers. Anticipations of stronger employment in the large services sector tilt the balance of
expectations towards one of a small gain in overall employment.
Somewhat higher capital investment
o Capital investment expenditure is expected to rise for just over one-third of businesses, but
decline for a quarter of businesses and remain unchanged for 42% of businesses.
Higher spending on research and development (R&D)
o R&D spending is anticipated to increase for 30% of businesses, decline for 14% and remain
unchanged for 57%. Encouragingly, many CEOs still appear to place a high priority on
innovation despite trying to reduce costs elsewhere in their business.
Higher spending on new technology
o Investment on new technology is expected to increase for 42% of businesses and stay the
same for 43%. Only 15% of businesses expect to cut their spending on new technology. This
likely reflects a general trend across industries to focus on efficiency and productivity growth.
Ai Group National CEO Survey 2014
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Higher export income
o Export income is expected to rise for 26% of businesses, decline for 8% and remain unchanged
for 67%. This may reflect the combination of expected growth in export volumes and the rise in
the Australian dollar value of sales in foreign currencies with businesses anticipating a lower
Australian dollar on average compared with 2013.
Ongoing increased use of imported inputs
o Despite the depreciation of the Australian dollar during 2013, the use of imported inputs is
anticipated to increase for a third of businesses and fall in 10%, while the majority (57%) of
businesses do not expect to change the volume of inputs they import.
Input cost increases, especially for energy, though higher selling prices may ease margin
pressures
o Input costs are expected to rise for 44% of all businesses and remain stable for half of the
respondents. Only 6% are expecting their input prices to fall.
o 59% of CEOs expect the prices they pay for energy will rise further in 2014 and only 7% think
energy prices will decline despite the Federal Government’s commitment to repeal the carbon
price legislation. Likely driven by the anticipated hike in energy prices, 35% of businesses
expect to increase their investment in energy efficiency in 2014 and 58% look to maintain their
current level of spending on such measures.
o 38% of respondents expect to be able to increase selling prices in 2014 and 42% anticipate
maintaining current prices. On balance, businesses are looking for a partial recovery in margins
which have tightened across many industries in recent years.
Rising labour costs may be partially offset by improved productivity
o 45% of CEOs expect their unit labour costs to increase in 2014. Just 20% of CEOs expect unit
labour costs to fall.
o Almost half of CEOs (49%) expect to see an improvement in productivity in 2014 and 9% say
they expect labour productivity in their own business to fall in 2014, so the expected rise in unit
labour costs suggests that productivity improvements are anticipated to lag behind wage rises.

These modest expectations appear to be broadly in line with the latest official forecasts for 2014. In its latest
quarterly Statement on Monetary Policy published in November 2013, the RBA has revised down its GDP
growth expectations for 2014-15, by about 0.5 percentage points, compared with its August forecast (see
Table 1). The RBA now expects below-trend growth for GDP to continue for a longer period than earlier
forecasts, owing to factors including a sharp fall in mining investment; ongoing moderate growth in household
spending due to slow employment growth; and fiscal restraint by Federal and state governments. Bright
points in the outlook are resources export volumes (growing strongly) and housing activity (recovering). On
inflation, the RBA has revised up its estimates for CPI in 2013-14, reflecting the stronger consumer price
increases already seen this year as a result of the lower Australian dollar.
In the labour market, the Commonwealth Treasury now expects national employment to grow by just 0.75%
in 2013-14 (previously 1%) and 1.5% in 2014-15 in its latest mid-year update released in December. The
Treasury expects the unemployment rate will climb to 6.25% in 2014-15 and then remain there for several
years. Some private sector economists believe the unemployment rate could rise higher – to around 6.5% in
2014. Workforce participation (that is, the proportion of the workforce adult population who are in work or
actively looking for work) has dropped sharply over the past year, but if those ‘discouraged workers’ re-enter
the search for work, the unemployment rate could very quickly ratchet upwards.
But just how much faith should we place in these expectations by businesses and policy-makers? Our
previous CEO surveys indicate that businesses’ stated intentions and expectations for the coming year are
often borne out by subsequent events. If we compare the expectations for 2013 in last year’s survey to
businesses’ actual reported experiences in this year’s survey for example, they are closely aligned. In late
2012, 16% of Australia’s CEOs said they expected their business conditions to improve in 2013, while 52%
expected to see a deterioration and around a third expected no change, relative to 2012. In this year’s
survey, 16% of CEOs reported their business conditions had improved in 2013, while 65% reported a decline
in conditions and 19% reported no change relative to 2012.
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Table 1: Treasury and RBA forecasts for the Australian economy
2013-14

2014-15

2015-16

2016-17

RBA (November 2013)

2.5

2.25–3.25

Treasury (December 2013)

2.5

2.5

3.0

3.0

RBA (November 2013)

2.75

2-3

Treasury (December 2013)

2.75

Employment growth, % p.a.
(annual average)
Treasury (December 2013)

2.0

2.5

2.5

0.75

1.50

1.50

1.50

6.0

6.25

6.25

6.25

GDP growth, % p.a. (year end)

CPI rate, % p.a. (year end)

Unemployment rate, % (year end)
Treasury (December 2013)

Sources: Commonwealth Treasury, 2013-14 Mid-Year Economic and Fiscal Outlook, Dec 2013; RBA, Statement of
Monetary Policy, Nov 2013.

Industry prospects in 2014
Mining services CEOs are more likely than CEOs in other major industry groups to expect their general
business conditions will deteriorate in 2014 compared to 2013 (46% expect conditions to worsen). This
expectation is unsurprising considering the outlook for lower mining investment in general. Such lower
sentiment among mining services firms is also reflected in their sales revenue expectations, with 46%
anticipating weaker income in 2014, while a similar proportion of CEOs are planning to reduce their
workforces. There is a considerable divergence in mining services businesses capital investment intentions,
with 46% looking to increase expenditure and 38% planning to cut. The top five growth concerns among
mining services CEOs for 2014 are: customer demand (24%), wage pressures (14%), flexibility of industrial
relations (14%), import competition (14%) and skill shortages (11%).
Manufacturing CEOs also have mixed expectations with 40% bracing themselves for a year of contraction in
2014 while a third are anticipating an improvement. Around half of the respondents forecast stronger sales
revenue. At the time of the survey, GM Holden was yet to confirm they would cease local production by 2017
but significant uncertainties surrounding the sector would probably have weighed on sentiment. Of those
surveyed, 41% of manufacturing CEOs are planning to cut staff numbers in 2014 as against 21% expecting
to increase employment. Manufacturers’ investment intentions point to a flat capital expenditure outlook. The
proportion of businesses expecting an increase in investment (32%) only slightly exceeds the proportion who
are expecting a decrease (31%). The top five growth concerns among manufacturing CEOs for 2014 are:
customer demand (24%), import competition (17%), the exchange rate (15%), wage pressures (11%) and
flexibility of industrial relations (10%).
Services CEOs, on average, are most upbeat about business conditions in 2014 compared with respondents
from other sectors, with 44% expecting an improvement. Likewise, almost three-quarters of services CEOs
expect sales revenue to rise in 2014, relative to 2013. Anticipating this upturn, 41% of respondents are
planning to hire more employees (though 24% expect to cut employment). 35% of services businesses also
plan to increase capital expenditure over the coming year while 46% look to maintain current levels of
investment. The top five growth concerns among services CEOs for 2014 are: wage pressures (19%),
customer demand (17%), regulatory burdens (16%), skill shortages (12%) and flexibility of industrial relations
(11%).
Construction CEOs generally see the sector as improving in 2014, as early signs emerge for an upturn in
construction activity, particularly that from residential buildings. 30% expect a lift in business conditions and
57% anticipate higher sales revenue. However, this optimism has not transpired into stronger hiring
intentions, with the 14% of construction CEOs expecting to increase headcount broadly balanced by the
proportion planning to decrease employee numbers.
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Chart 1:

CEO’s expectations for 2014, by major industry group

Business concerns for 2014
In this year’s survey, “lack of customer demand” is again the most cited potential growth inhibitor for 2014,
with 21% of all CEOs nominating concerns over customer demand as one of their top three “growth
inhibitors” for the year. This compared to the previous year’s result where around a quarter of all CEOs
nominated customer demand as one of the main impediments to growth for 2013. By industry, expected lack
of demand is the most cited growth inhibitor for 2014 in mining services (24%), manufacturing (24%) and
construction (23%), and it is ranked as the second most quoted impediment in the services sector (17%).
These expectations continue to reveal a general lack of business confidence about the outlook for the
domestic economy and employment growth, with significant uncertainties around the performance of nonmining sectors as mining investment starts to detract from economic growth over the coming years.
Nonetheless, businesses appeared to be somewhat less worried about customer demand in 2014 as
compared to 2013.
On the other hand, 15% of the respondents were concerned about wage pressures in 2014, up from 10% for
the previous year. This growth inhibitor was most cited by services businesses (19%), followed by
construction (18%), mining services (14%) and manufacturing (11%) businesses. In addition, CEOs have
become more worried about “flexibility of industrial relations” as a growth impediment in 2014, with 11% citing
it as a potential barrier. Less than 5% of survey respondents nominated industrial relations as a leading
growth inhibitor for 2013.
The exchange rate (10%) and competition from imports (11%) remain among the most cited growth
impediments for 2014 by businesses. However, CEOs are less concerned about these factors impeding
growth in 2014 than they were last year. This is likely to reflect the Australian dollar depreciation since March
2013, which has made local businesses more competitive in both export markets and relative to imports in
their domestic markets. For 2014, concerns are most obvious in the manufacturing and mining services
industries, with 17% of manufacturers and 14% of mining services CEOs noting import competition as a
potential growth inhibitor, while 15% of manufacturers and 11% of mining services businesses cited the
exchange rate as an growth impediment in 2014. Business regulation (11%) was also listed as one of the
main inhibitors of growth in 2014, particularly among services (16%) and construction (10%) businesses.
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Chart 2:

Expected impediments to business growth, percentage of
respondents, 2014 and 2013*

* Percentage of businesses who nominated each type of growth impediments in their top 3 ranking.

Impact of the Australian dollar
1

In this year’s CEO Survey and in our CEO Survey in 2011 , we asked CEOs to identify the AUD/USD
exchange rates at which their own exported goods and services, and those competing against imports,
become uncompetitive. Non-manufacturing businesses did not respond to this section of the survey in
sufficient numbers this year, likely reflecting the lower export propensity among businesses in the mining
services, services and construction industries, which are generally more focussed on domestic markets.
Compared with 2011, a higher proportion of manufacturing exporters (76.3% compared 67.5% in 2011) are
now able to be competitive in export markets, at exchange rates between US$0.81 and US$0.90 per
Australian dollar. There may be several reasons for this lift in the ability of manufacturing businesses to
export competitively at a higher Australian dollar: businesses have learned to cope with the high dollar when
it remained high over a prolonged period; businesses made efficiency and productivity improvements in order
to offset the effects of the high dollar; and businesses that could not export at the higher dollar ranges have
ceased exporting and/or ceased trading.
Despite this improvement in manufacturing export competitiveness, global trading conditions remain tough
with economic recovery in both the US and Europe slow and patchy, so aggregate export volumes improved
only slightly in 2013 (see Chart 4 below).
Perhaps more significantly for the sustainability of manufacturing businesses in the face of higher Australian
dollar values, a much greater proportion of domestic manufacturers (75.5%) are able to compete against
imports effectively at an exchange rate range of AUD/USD$0.81-0.90, compared to three years ago (45%).
This result suggests that amid a harsh local trading environment against imports, local manufacturers have
been adapting their business practices to remain competitive (although other import-competing businesses
will have also ceased operating since 2011).
In other responses to the higher dollar, this year’s CEO Survey found that 39% of manufacturers increased
their use of imported inputs in 2013 and around 45% expect to do so in 2014. This increase in imported
inputs may have helped reduce overall manufacturing production costs and enabled businesses to compete
better against imports and in export markets.

1

Ai Group Feb 2011, National CEO Survey: Business Prospects in 2011.
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Table 2:
Manufacturing businesses that can remain competitive at each
AUD/USD trading range, 2014 and 2011 (cumulative per cent of businesses)
Level
AUD/USD:
0.50-0.60
0.61-0.70
0.71-0.80
0.81-0.90
0.91- 1.00
1.01-1.10
1.11-1.20

Competitive in export markets
2014
100.0
97.4
94.7
76.3
36.8
-

2011
100.0
95.4
93.1
67.5
34.9
7.0
1.2

Competitive against imports
2014
100.0
94.3
92.5
75.5
43.4
9.4
3.8

2011
100.0
90.7
73.6
45.0
19.3
3.6
0.7

Source: Ai Group CEO Survey: Business Prospects 2011 and 2014.

After averaging around US$1.04 between February 2011 and April 2013, the Australian dollar traded at
around US$0.95 or below for much of 2013 (see Chart 3). Despite this welcome drop in the Australian dollar’s
trading range, the Governor of the RBA recently acknowledged that “the Australian dollar is currently above
levels we would expect to see in the medium term”, relative to recent commodity prices and global capital
2
markets (see chart 3). The persistently high Australian dollar has weighed significantly on domestic
businesses in recent years, particularly those in the manufacturing industry. Although a higher exchange rate
helps lower the prices for imported consumer goods and business inputs, it also introduces heavy
competition from imported and reduces Australian export competitiveness.
These negative effects have contributed to the weakness of the Australian Industry Group Australian
Performance of Manufacturing Index (Australian PMI®) over the past few years. For example, the periods in
which the Australian PMI® recorded values below 50 points (50 points marks the separation between
expansion and contraction) have tended to coincide with Trade Weighted Index (TWI) values of 70 points or
more. In 2013, these negative pressures eased somewhat, as the Australian dollar fell against other major
currencies. This coincided with an improvement in the Australian PMI® (see chart 3).
Although there was a very slight improvement in manufactured goods export volumes in 2013, export
volumes for both manufactured goods and services have been broadly tracking sideways over the past five
years (see Chart 4). This extended period of subdued exports coincides with a persistently high Australian
dollar, which only started to ease from April 2013. In addition, slow and patchy recovery in the US, Japanese
and European economies have weighed heavily on Australia’s non-mining exports. As mentioned above, it
appears that more manufacturing exporters are becoming competitive in the global market despite the tough
environment, though many businesses possibly have given up exporting completely. With the Australian
dollar remaining at a relatively high level, there continues to be significant pressures on all exporters and
import-competing businesses.
In this year’s survey, the majority of manufacturing businesses (61%) reported stable export income in 2013,
relative to 2012. A quarter of manufacturers, however, had lower export income (by an average of 28%),
while only 15% managed to increase their export income, by an average of 14%. For 2014, a net balance of
26% of manufacturing businesses expect their export earnings to improve, perhaps reflecting their adjusted
export growth forecast in light of a lower Australian dollar. Almost half of manufacturers expect stable export
income in 2014 and a small number (14%) anticipate lower export income. Meanwhile, 96% of services
CEOs in this survey reported stable export income in 2013, relative to 2012. Export income represented an
average of just 2% of services businesses’ turnover in 2013. Looking ahead, 83% of services businesses
expect export income to remain stable in 2014 and 12% look to generate more export earnings.

2

RBA, The Australian Dollar: Thirty Years of Floating, 21 November 2013.
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Chart 3: The Australian dollar and the Australian Industry Group Australian
Performance of Manufacturing Index (Australian PMI®)

Sources: RBA, AUD end of month values, Table F11; Australian Industry Group Australian Performance of Manufacturing
Index (Australian PMI®).

Chart 4:

Manufactured goods and services, export volumes, vs AUD

* Manufactured goods volumes include machinery, transport equipment, sugar, beverages and all other manufactured
goods.
Sources: ABS, Balance of Payments, cat. no. 5302 (tables 6 and 11); RBA, exchange rates, Table F11.
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Business strategies in response to
current economic conditions
Growth strategies for 2013 and the Federal election
Australian businesses faced a difficult and constantly changing landscape in 2013. So it is somewhat
unsurprising that in this year’s survey, the majority of respondents (64%) changed their business models,
3
plans or strategies in 2013 due to changing business conditions, while 26% did not. This change in business
models and strategies was most common among mining services (77%) and manufacturing (67%)
respondents, although around 60% of construction and services businesses also deviated from their original
plans during 2013 (see Chart 5). Among those businesses that changed their growth strategies in 2013,
almost a quarter downsized their operations, workforce or markets and/or focussed heavily on reducing their
operating costs (see Chart 5). In addition, 23% of CEOs indicated that their businesses became more
focused on introducing new products and services, as well expanding into new markets, both domestic and
abroad, in an attempt to address the challenges faced by their businesses. Meanwhile, 10% of businesses
engaged more resources to increase sales of current products and services in existing markets. On the other
hand, 17% attributed a restructure their operations in 2013 to weak business conditions.

Chart 5: Change in business growth strategies for 2013

This year’s CEO Survey also asked participants whether the 2013 Federal election had affected any of their
business investment plans in 2013. The uncertainties surrounding the election did see a sizeable proportion
of businesses revising their planned investment during the year (see Chart 6). Around 39% of businesses
advised that their investment levels were negatively affected in some ways because of the election. On the
other hand, more than half of the Australian CEOs (58%) indicated that their investment plans in 2013 were
not affected by the Federal election while 3% noted that they actually increased their investment.
Among the businesses whose investment plans were negatively affected by the 2013 Federal election, 74%
reported that they had postponed the investments they had previously planned to make in 2013 to 2014 or
later. Another 23% said they cut their capital spending in 2013 due to the Federal election and did not appear
to intend to make up for these cuts in later years (i.e. a net reduction in total budgeted investment), while 4%
indicated that they had both reduced their capital expenditure in 2013 and deferred some of their spending
(i.e. a reduction in overall budgeted investment plus a delay in some of the remaining expenditure). This
pattern of responses was generally similar across all of the four major industry groups in this year’s survey.

3

The remaining 10% of respondents stated that they do not have a formal business model, plan or strategy.
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Chart 6: Change in business investment plans due to the Federal election

Growth strategies for 2014
In the face of the challenging business environment anticipated in 2014, CEOs plan to continue to focus on
existing products and customers, as well as developing new ones (see Table 3):






At least one-fifth of CEOs in each of the mining services, manufacturing, services and construction
sectors planned to focus on improving sales for their current range of product. This was also the most
popular strategy for 2013 among mining services, manufacturing and services CEOs.
New products or services were planned by 28% of mining services, 20% of manufacturing, 19% of
services and construction businesses. This plan was also largely favoured by businesses in 2013.
A focus on building new Australian customers is included in the strategy for 21% of construction
businesses, 16% of services businesses, 15% of mining services businesses and 14% of manufacturers.
In addition, 10% of manufacturers are looking to explore new export markets, with 8% of mining services,
1% of services but no construction businesses planning to do so in 2014. This result marked a notable
increase in focus on exports in 2014, particularly among manufacturers, only 4% of which looked to gain
more exposure in international markets in 2013. This possibly reflects a boost to exporter confidence as
the Australian dollar declined over 2013.

A number of CEOs signalled that they intend to reduce their workforces and operating costs in 2014, with
16% of manufacturers, 12% of construction and service businesses, and 8% of mining services businesses
expecting to do so over the coming year. In particular, manufacturing businesses seem more likely to use this
strategy in 2014 to brace themselves for the challenging conditions as compared to 2013, when only 10%
reported that they would pursue this strategy.
On the other hand, many businesses are planning to give increased attention and resources to investing in
energy efficiency and advertising and marketing. Furthermore, a proportion of businesses were looking to
source more inputs from overseas as part of their growth strategy, including 5% of manufacturers, 4% of
construction businesses, 3% of mining services businesses and 1% of services businesses.
The least common type of growth strategies in 2014 are those involving increased investment in new
communication technologies and mergers and acquisitions. This suggests that businesses in this survey are
still risk-averse in taking on the additional risks posed by these strategies, although they appeared to be
willing to seek growth from partnership with another business. A low appetite to invest in new communication
technologies may also be seen as a sign that businesses are very strict on discretionary expenditure which
may not guarantee an immediate pay-off, though many (42%) are still planning to increase their spending on
new technology in 2014 (see above).
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Table 3:

Proportion of businesses planning to use each type of growth
strategy in 2014*

Mining
% of businesses planning to utilise each strategy
services
Manufacturing
Services
Construction
21
24
32
Improving sales of current products/services
23
28
Introducing new products/services
20
19
19
Developing new domestic markets
15
14
16
21
Developing new overseas markets
8
10
1
0
Downsizing / reducing operational costs
8
16
12
12
Investing in energy supply or energy efficiency
5
4
6
4
Increasing advertising / marketing
0
5
9
4
Increasing offshore sourcing of inputs
3
5
1
4
Partnering with another business
3
2
4
2
Increasing investment in new communication
3
0
4
2
technologies
Acquiring another business
3
2
3
0
* Proportion of businesses in each industry group who nominated each type of strategy in their top 3 ranking.
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Mining services sector
Mining services business conditions expected to remain subdued, sales growth a key
focus for 2014
Mining services change in general
business conditions

Mining services general business
conditions


The majority of mining CEOs in this survey were in mining
services businesses rather than mining extraction.
Reflecting this, most of the customers of this group in 2013
were other miners, other mining services and construction
businesses.



About 93% of mining services CEOs said business
conditions in their sector were worse in 2013 than in the
previous year, against 7% who said it was better, giving a
net balance of 86% expressing a negative view of general
business conditions in 2013 (relative to 2012). This result
might be expected given the softer outlook for mining
investment (hence less demand for mining related services
for such projects), as well as weaker conditions in the
industry more generally over the past year.



Looking ahead, mining services CEOs generally expect
business conditions in 2014 to soften as compared to 2013.
46% of the respondents expect worse business conditions
in the sector, while 31% expect better conditions over the
coming year, giving a net balance of 15% of mining services
CEOs anticipating a further deterioration in 2014.

Mining services inhibitors to growth in 2014
Mining services CEOs expect the following factors will inhibit
their business growth in 2014.


A lack of customer demand is expected to inhibit growth in
the mining services sector in 2014 with 24% of CEOs
naming it as one of the top three factors.



Despite an easing in mining sector wage growth over the
past year, high wage costs were still regarded equally as the
second most common inhibitor, mentioned by 14% of mining
services respondents, likely owing to the high levels of
wages in the sector more generally.



Inflexibility of industrial relations and competition from
imports were also ranked as the second inhibitor most
frequently expected by mining services CEOs.

Mining services inhibitors to growth in
2014
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Mining services growth strategies for 2014

Mining services growth strategies for 2014

In response to this outlook, mining services CEOs will mainly
focus on sales-oriented strategies to grow their businesses in
2014. Among the top three key growth strategies preferred by
this cohort:




28% intend to introduce new products and services;
23% plan to improve sales of their current products and
services; and
15% will focus on developing new domestic markets.

Downsizing and reducing operational costs and developing new
overseas markets and were other noted but less popular
strategies for achieving better growth in 2014.

Mining services sales and employment are expected to decline, with export income
remaining under pressure
Mining services sales (annual turnover)


After reaching a local trough in September 2012, the
nominal value of mining sector sales has been steadily
increasing, in line with the gradual recovery of bulk
commodities prices (in AUD terms) over this period after
falling from their recent peak in mid-2011 (see ‘mining
selling prices’ below).



The volume of mining output sold also expanded through
2013, as production continued to ramp up. The rate of
expansion in mining sales volumes in 2013 was above the
industry’s recent average of 5% p.a. (average for 2003 to
2013).



However, the overall improvement in mining sector sales did
not transpire to mining services businesses in this survey,
who told us on balance their average turnover declined by
4% in 2013. The proportion of mining services CEOs (43%)
reporting a decline in sales revenue matched those
indicating an increase. This is most likely because these
mining services businesses tend to be more negatively
affected by a softer outlook for mining investment over the
past year, and accordingly lower demand for their products
and services.



Mining annual sales growth, volume and
value

ABS, Business Indicators, Australia, Cat. No. 5676.0 (seasonally adjusted data).

Mining services change in sales revenue

For 2014, 46% of mining services CEOs expect their
turnover will go down while 31% expect it to increase, giving
a net balance of 15% expecting their sales revenues to
deteriorate in 2014, consistent with the soft outlook for
mining investment and the associated demand for their
services over the coming year.
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Major mining exports, volumes

Mining services export income


Mining sector export income has been boosted dramatically
over the past decade, primarily by large price increases. For
many commodities, prices are now down from their all-time
peaks, but remain elevated by historical standards (see
more below). Export volumes have increased more slowly,
with the exception of metal ores (including iron ore), which
saw growth of 13% over the year to September 2013 (ABS
data).



Exports of mining services have also grown over the past
decade, driven by demand from other resource-rich
countries that have been expanding their capacity.
However, the rate of growth has remained very slow since
2010.



Largely reflecting this broad trend, the majority (60%) of
mining services sector CEOs told us their export earnings
remained steady in 2013, relative to 2012. 33% of mining
CEOs reported that their export income increased by an
average of 18%, while 7% reported an average of 15%
decline in their export income.



For 2014, 69% of mining services CEOs expect their export
earnings will remain steady while 31% expect an increase.

All mining employment and hours worked

Mining services employment


Direct employment in mining and mining services has
soared over the past five years, from around 100k at the
end of 2004 to 272k in August 2012. Many more are
employed in related industries through contracting and
supply chain links (e.g. in mining-related construction,
finance and engineering services).



While mining employment has moderated slightly in 2012, it
started to recover over the past year, slightly exceeding its
August 2012 peak.



Broadly similar to the overall trend in the industry, 50% of
mining services CEOs in this survey told us their employee
numbers declined (by an average of 11%) in 2013. A further
21% had no change in employment levels in 2013 and 29%
reported an increase.



ABS, Balance of Payments, Cat. No. 5302.0 (seasonally adjusted data).

In 2014, 38% of mining services CEOs expect their
employee numbers will go up while 46% expect it to decline,
giving a net balance of 8% of mining businesses who expect
their employment numbers to decrease in 2014.

ABS, Labour Force Australia, Detailed Quarterly, Cat. No. 6291.0.55.003 (trend data).

Mining services change in employment
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Mining sector peak spending on capital and R&D likely to have passed
Mining services capital investment


The latest ABS estimates of private sector capital
expenditure (CAPEX) indicate the total value of CAPEX by
the mining sector increased by 8% in the year to September
2013 (actual nominal spending).



Nationally, mining businesses plan a further increase in
their CAPEX in 2013/14 of 10.7% p.a. (nominal value of the
fourth estimate of 2013/14 CAPEX, unadjusted by
realisation ratios).



However, applying a 5-year average realisation ratio (based
on the actual amount of the previous year’s equivalent
estimate that was later realised in practice) to this expected
growth rate, mining CAPEX is expected to decline by 3.3%
p.a. in 2013/14. Together with the information on
construction work done, this suggests that the peak in
mining investment is near or has probably already occurred
in 2012/13.



Meanwhile, mining services CEOs’ investment intentions
indicate this spending may only increase modestly in 2014.
Around 46% of mining services CEOs expect their spending
on physical capital will go up in 2014 (relative to 2013) while
38% expect their physical investment budget to decline.

Mining services research and development


The value of research and experimental development
spending in the mining sector rose by 6.9% in 2011/12,
though it remained 6% below an all-time peak of around
$4.3bn in 2008/09 (ABS data). This indicates that the
developmental (or experimental) stage of investment, in this
current mining investment cycle, peaked some time ago.



In line with the industry trend, mining services sector CEOs
told us their spending on R&D remained steady in 2013
relative to 2012, with 86% of respondents stating there was
no change relative to 2012.



For 2014, 38% of mining CEOs expect their spending on
R&D will go up while 15% expect it to decline, giving a net
balance of 13% planning to increase their spending on this
important area of investment in 2014.

All mining capital expenditure, unadjusted,
current prices

ABS, Private New Capital Expenditure, Cat. No. 5625.0 (seasonally adjusted data).

Mining services change in investment

All mining R&D spending, current prices

ABS, Research and Experimental Development, Businesses, Australia, 2010-11, 2011-12,
Cat. No. 8104.0 (original data).
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Mining services input costs continue to rise, but wages and selling prices might decline
Mining services input and energy costs


In 2013, mining services CEOs estimated that on average
19% of their inputs were imported (sourced offshore). 29%
of CEOs reported they had increased their imported inputs
in 2013.



Input prices increased by an average of 6%p.a. in 2013 for
the 50% of respondents reporting a rise, while only 7%
indicated a decline in input prices. 79% of mining services
CEOs estimated that the price of their energy input
increased by an average of 13% in 2013, with the remainder
indicating stable costs.



For 2014, 38% of mining services businesses are expecting
an increase in input prices and 58% are expecting their
energy costs to rise.

Mining services unit labour costs


Mining services sector CEOs told us their unit labour costs
(labour cost per unit produced) went up moderately in 2013.
Around 36% of businesses reported an increase and 29%
reported a decrease, giving a net balance of 9% of mining
services CEOs reporting an increase in their unit labour
costs in 2013. This is broadly in line with the easing in
mining sector wage growth over the past year as published
by the ABS.



For 2014, 38% of mining CEOs expect their unit labour
costs will decline while 31% expect it to increase, giving a
net balance of 7% of mining CEOs who expect their unit
labour costs to decrease further in 2014.

Mining services change in unit labour
costs

RBA commodity price index, AUD and USD

Mining services selling prices


The latest RBA commodity price index shows that non-rural
commodities prices declined by 1% in USD terms in 2013,
though they increased by 11% in AUD as the Australian
dollar depreciated over the past year. Commodity prices are
now 29% below their August 2008 peak, in AUD (and 29%
below the July 2011 peak in USD).



These price indexes represent the average export prices per
month, i.e. a weighted average of the spot and contract
prices (which are mostly negotiated offshore and in USD).
Accordingly, they are appropriate for measuring the actual
prices received by Australian exporters.



On the other hand, 43% of mining services sector CEOs in
this survey told us their selling prices declined in 2013 with
36% reporting no change and 21% indicating an increase.
This is perhaps reflective of the downward pricing pressure
from a softer outlook for mining investment and profit
squeeze of mining extraction companies.



Mining services change in input and
energy costs

RBA, Index of Commodity Prices, Table G5.

Pricing freedom is expected to remain constrained in 2014.
One half of the mining services CEOs expect their selling
prices will remain steady in 2014, while the proportion of
mining services businesses expecting an increase in selling
prices (25%) matches those factoring in a decrease.
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Mining services labour productivity to be boosted by improved processes and skills
Mining services labour productivity


Official calculations of labour productivity (volume of output
per hour worked) from the ABS showed that labour
productivity for the national mining industry increased for the
first time since March 2010.



This reflects the current stage in the mining investment
cycle, which is seeing the industry’s earlier heavy
investment in capital and labour starting to generate
increased volumes of output.



Against this industry-wide cyclical trend, 43% of mining
services sector CEOs told us their labour productivity
declined in 2013, though a similarly substantial 36% noted
that it increased. Another 21% said labour productivity had
remained stable in 2013.



For 2014, 46% of mining CEOs expect their labour
productivity to go up while another 46% expect it to remain
steady. Only 8% of mining CEOs expect a decline in labour
productivity in their business in 2014.

Labour productivity index, all mining vs all
industries

Calculated from ABS, National Accounts, Cat. No. 5206.0 and ABS, Labour Force Australia,
Detailed Quarterly, Cat. No. 6291.0.55.003 (original data).

Mining services change in labour
productivity

Mining services labour productivity:
contributors and inhibitors
In this year’s survey, mining services CEOs who said their
labour productivity had improved in 2013 listed the following
four factors as contributing to that improvement:


Improvements to processes (38%)



Increased staff skills and capabilities (23%)



A weaker labour market (15%) and



Restructure (15%).

Mining services CEOs who said their labour productivity had
declined in 2013 listed the following three factors as the major
inhibitors:


A decrease in demand (46%)



Complying with government regulations (38%) and



A lack of skilled labour (15%).
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Manufacturing Sector
Manufacturing business conditions likely to remain challenging in 2014
Manufacturing general business conditions


The manufacturing CEOs in this year’s CEO Survey came
from a broad range of sectors and locations. The top 3
industries in which their customers were based in 2013 were
construction, services and other manufacturers.



Manufacturing CEOs said business conditions in their sector
had worsened notably in 2013. 73% of this group reported
business conditions in 2013 as being worse than 2012,
while only 13% reported an improvement, giving a net
balance of 60% indicating a decline in conditions in 2013.



The survey indicated that 40% of manufacturers expect
business conditions to worsen in 2014 as compared to 2013
and 33% expect an improvement. However, such results
possibly reflected a temporary boost to business confidence
and outlook following the Federal election and did not fully
capture GM Holden’s confirmation that it would cease
domestic production by 2017 and its potential wide-ranging
implications on the manufacturing industry.

Manufacturing inhibitors to growth in 2014

Manufacturing change in general business
conditions

Manufacturing inhibitors to growth in 2014

Manufacturing CEOs expect the following factors will continue
to inhibit their business growth in 2014.


An ongoing lack of customer demand, with 24% naming it
as one of their top three factors.



Competition from imports and internet sellers (17%) and the
high and/or variable exchange rate (15%).



Wage pressures or high wage costs (11%) were also
expected to hinder growth for many manufacturing
businesses in 2014.

Manufacturing growth strategies for 2014

Manufacturing growth strategies for 2014

In response to this outlook, manufacturing CEOs expect to
pursue the following growth strategies in their businesses in
2014.


For 21% of respondents improving sales of current products
and services is a high priority.



20% of respondents plan to introduce new products and
services.



However, 16% of the manufacturers are looking to downsize
or reduce operational costs as an effort to foster growth.



Developing both new domestic (14%) and overseas markets
(10%) was also among the respondents’ top three strategies
for growth over the coming year.
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Manufacturing sales, export earnings and employment continue to face serious
headwinds
Manufacturing sales (annual turnover)


Manufacturing sales volume have been declining since late
2011 through 2013 and had grown in only two quarters
since 2008 (ABS data, annual percentage changes).
Accordingly, sales volumes for the sector fell by a total of
17.9% between June 2008 and September 2013. Although
manufacturing nominal sales revenue recorded its first
growth in 18 months in September 2013, it was still 11.9%
below its peak in September 2008.



Over half of manufacturing CEOs (54%) reported their
annual turnover declined in 2013 relative to 2012, while only
30% reported an increase. For those that saw an increase in
sales in 2013, the average increase was 11% p.a., while
those who experienced a decrease averaged a fall of 16%
p.a.



In 2014, 50% of manufacturing CEOs expect their turnover
will go up, while 32% expect it to decline, giving a net
balance of 18% expecting sales to fall, though this outcome
may be a tad optimistic considering the potential flow-on
effects from GM Holden’s exit confirmation.

Manufacturing annual sales, volume and
value

ABS, Business Indicators, Australia, Cat. No. 5676.0 (seasonally adjusted data).

Manufacturing change in sales revenue

Manufacturing export income


Manufacturing export income remains soft since its large
falls in 2009, with both the value of earnings and the volume
of goods being exported failing to regain their previous
peaks (ABS data). The only exception to this general trend
is machinery exports, though its export volumes have
stagnated over the past two years.



Among the manufacturing CEOs in this year’s survey,
export income represented an average of only 8% of their
total sales turnover in 2013.



Manufacturing sector CEOs told us their export earnings
remained steady in 2013, with 61% experiencing no change.
15% had managed to grow their export earnings in 2013 (by
an average of 14%), while 24% had experienced a decline
in their export income (by an average of 28% p.a.) in 2013,
relative to their export earnings in 2012.



On a positive note, the survey signaled an improvement in
manufactured exports in 2014. 39% of manufacturing CEOs
expect their export earnings will go up, while 14% expect it
to decline further. 47% expect no change in their export
earnings, giving a net balance of 26% of manufacturing
businesses expecting growth in their export earnings in
2014.

Major manufactured goods exports,
volumes

ABS, Balance of Payments, Cat. No. 5302.0 (seasonally adjusted data).
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Manufacturing employment


Manufacturing employment has been in trend decline since
February 2008, losing a total of 138.8k employees over the
period to November 2013 (ABS data). Total hours worked
shows a similar pattern, falling by 12.5% over the same
period.



This corresponds with the period in which manufacturers
were facing rapid declines in their export earnings and
volumes (see above), and more importantly, fierce
competition from imports owing to a high dollar.



In line with the soft ABS employment data, manufacturing
CEOs told us that in 2013, 53% of businesses reduced their
employee numbers (by an average of 13%), while 28% held
their headcount steady. Only 19% of businesses increased
their employment numbers (by an average of 14%).



In 2014, 21% of manufacturing CEOs expect to increase
their employee numbers, while 41% will cut employment
and 38% will not change their numbers, giving a net balance
of 20% of manufacturing businesses planning to cut
employment in 2014.

Manufacturing employment and hours
worked

ABS, Labour Force Australia, Detailed Quarterly, Cat. No. 6291.0.55.003 (trend data).

Manufacturing change in employment
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Manufacturing capital investment at record lows and R&D spending under pressure
Manufacturing capital investment
 ABS estimates indicate that the nominal value of CAPEX by
businesses in the manufacturing sector plunged by 28.4% in
2012-13, after gradually recovering in each of the preceding
two years. This represented the lowest level of nominal capital
investment by this industry since 2003. In the September
quarter of 2013, the fall in manufacturing CAPEX eased
somewhat, to be 7% lower than a year earlier.
 Based on the latest ABS CAPEX survey (estimate four, in
November 2013), national manufacturing CAPEX is expected
to decline by 4% in 2013-14, in unadjusted nominal terms.
Applying the 5-year average realisation ratios, however, takes
the expected fall in manufacturing CAPEX in 2013-14 to an
alarming 11% p.a.. Of more concern, the latest estimate was
conducted prior to GM Holden’s confirmation that it would
cease domestic production by 2017, which suggests that
manufacturing CAPEX may fall by an even greater magnitude
once this development is taken into account.
 These national data mirror the CAPEX decisions of
manufacturing CEOs in our survey. Over a third (36%) told us
their spending on physical capital decreased in 2013 (by an
average of 60%), 24% told us their spending was higher in
2013 (by an average of 43% p.a.) and 40% reported no
change in their investment spending.

Manufacturing capital expenditure, current
prices

ABS, Private New Capital Expenditure, Cat. No. 5625.0 (seasonally adjusted data).

Manufacturing change in investment

 For 2014, 32% of manufacturing CEOs expect their spending
on physical capital to go up while an almost equal proportion
(31%) expect it to decline, leaving 37% planning no change in
the year ahead.

Manufacturing R&D spending

Manufacturing research and development
 The value of research and experimental development
spending in the manufacturing sector fell by 6.9% in 2011-12
after reaching an all-time high of around $4.8bn in the
previous year (ABS data). In nominal dollar terms, the
manufacturing industry still tends to spend more on R&D as a
proportion of its total investment budget than do other
industries. This illustrates the manufacturing sector’s ongoing
focus on innovation and adaptation despite the extremely
challenging trading period.
 Most manufacturing sector CEOs told us their spending on
R&D remained steady in 2013, with 55% experiencing no
change. More positively, 28% had increased their R&D
spending in 2013 (by an average of 25% p.a.), but another
17% had decreased their R&D spending (by an average of
28%) in 2013.
 Levels of R&D investment are expected to remain steady in
2014 for 55% of manufacturing CEOs, while 30% expect their
spending on R&D will go up and 15% expect it to decline in
2014. However, in light of GM Holden’s confirmation to exit
domestic manufacturing by 2017, it is unclear as to what
extent manufacturing R&D spending will be affected over the
coming years.
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ABS, Research and Experimental Development, Businesses, Australia, 2010-11, 2011-12,
Cat. No. 8104.0 (original data).

Business prospects in 2014

Manufacturing input and wage costs expected to increase again
Manufacturing input and energy costs


ABS producer price index data (PPI) shows that in the year
to September 2013, input prices for all manufacturers rose
by 2.4% from a year earlier.



Our CEO survey largely confirmed the ABS data. Most of
the manufacturing CEOs (63%) reported their input prices
had increased in 2013 (by 7.4% on average) and 27%
reported no change in their input prices. Only 10% of
businesses reported a price fall, by an average of 10% p.a..



In 2013, manufacturing sector CEOs in our survey
estimated that on average, 27% of their inputs were
imported (sourced offshore). Around 39% of manufacturing
businesses increased their imported inputs in 2013.



Electricity prices for manufacturers increased by 12% p.a.
and gas prices increased by 15% p.a. in September 2013
(ABS data). Although such rates of increase were lower
compared to 2012 when the carbon price was introduced,
they remain elevated and continue to exert pressures on
business margins. The results from our CEO survey also
reflected similar magnitude of energy price increases in
2013.



Meanwhile, input prices increased for 63% of manufacturers
by an average of 7% in 2013. Only 10% reported a decline
in input prices (by 10% on average).



For 2014, 63% of manufacturing CEOs are expecting their
input prices to rise, and 61% are expecting a further
increase in their energy prices.

Manufacturing input price rises

ABS,Producer Price Index, Cat. No. 6427.0 (seasonally adjusted data).

Manufacturing change in input and energy
costs

Manufacturing change in unit labour costs

Manufacturing unit labour costs


Over half of manufacturing CEOs (56%) told us their unit
labour costs (labour cost per unit produced) went up in 2013
(by an average of 6% p.a.) and 26% said it did not change.
18% of manufacturing businesses had been able to lower
their unit labour costs in 2013 (by an average of 10% p.a.).



In 2014, around half of manufacturing CEOs (51%) expect
their unit labour costs to increase again, while 24% expect it
to decline, giving a net balance of 27% of manufacturing
businesses expecting their unit labour costs to increase in
2014. An almost equal number of manufacturers (25%)
expect stable unit labour costs over the coming year.
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Manufacturing output price rises

Manufacturing selling prices


The latest ABS PPI data shows that output (selling) prices
for all manufacturing businesses increased by an average of
2.8% p.a. in the year to September 2013, after it had been
declining since March 2012. Price changes over the 12
months to September 2013 ranged from +4.3% p.a. in
primary metals and +0.7% p.a. in food manufacturing, to
+1.6% p.a. in chemicals and +0.8% p.a. in non-metallic
minerals (mainly building materials).



However, prices changes were relatively subdued in our
CEO Survey. Almost a third (32%) of manufacturing CEOs
reduced their selling prices in 2013 (by an average of 7%
p.a.) and only 26% increased prices (by an average of 4%
p.a.).



For 2014, 42% of manufacturers do not expect to change
their selling prices. Over a third (36%) plan to put prices up,
while 22% expect to lower their selling prices, leaving a net
balance of 13% of manufacturers expecting a price rise in
2014.

ABS,Producer Price Index, Cat. No. 6427.0 (seasonally adjusted data).

Manufacturing labour productivity expected to improve in 2014 for most businesses
Manufacturing labour productivity


After a decline in the previous year, labour productivity
(volume of output per hour worked) for the manufacturing
sector finally started to improve from mid-2013, though it
remained below its peak in March 2012. While
manufacturing output has been in trend decline since early
2012, employment (hours worked) in the sector fell at a
faster rate in 2013 (thus ‘boosting’ productivity). It is
important to note that despite all the challenges faced by the
manufacturing industry, its labour productivity has generally
performed better against the national average over the past
decade or so.



For a large number of manufacturers (43% of CEOs), labour
productivity was steady in 2013. 30% of manufacturing
businesses were able to improve their labour productivity in
2013 (by an average of 8%), while almost the same
proportion (28%) saw their labour productivity worsen (by an
average of 9%).



In 2014, most manufacturing CEOs (61%) expect their
labour productivity will go up, while only 9% expect it to
decline and 30% expect no change at all.
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Labour productivity index, manufacturing
vs all industries

Calculated from ABS, National Accounts, Cat. No. 5206.0 and ABS, Labour Force Australia,
Detailed Quarterly, Cat. No. 6291.0.55.003 (original data).

Manufacturing change in labour
productivity
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Manufacturing labour productivity:
contributors and inhibitors

Manufacturing labour productivity:
contributors and inhibitors
In this year’s survey, manufacturing CEOs who said their labour
productivity had improved in 2013 listed the following 4 factors
as contributing to that improvement :


Process improvements (42%)



Increased staff skills, capabilities and productivity (24%)



Capital investment (16%) and Restructuring (13%)

Manufacturing CEOs who said their labour productivity had
declined in 2013 listed the following 3 factors as contributing to
that decline:


A decrease in customer demand and/or output (27%)



Increased labour costs (21%) and



Higher non-labour costs (11%).
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Services Sector
Services business conditions expected to improve with a large focus on sales
Services general business conditions


The services businesses in this year’s CEO Survey came
from almost every services sector. They mainly sold their
services to other businesses, located in the manufacturing,
mining and construction sectors, although many also sold
their services to households rather than other businesses.



Services CEOs said business conditions in their sector
deteriorated in 2013 relative to 2012. 52% said conditions
worsened in 2013 and 28% reported no change. 20% said
2013 was better than 2012.



Services CEOs were more likely to be optimistic about
2014, with 44% expect better general business conditions
and 26% expect no change. 30%, on the other hand, are
expecting general business conditions to worsen in 2014.

Services inhibitors to growth in 2014

Services change in general business
conditions

Services inhibitors to growth in 2014

Services CEOs expect the following factors will inhibit their
business growth in 2014.


One fifth (19%) of CEOs expect wage pressures to inhibit
their growth in in 2014.



A lack of customer demand was the second most common
inhibitor, expected by 17% of CEOs and



Complying with government regulations is expected to
inhibit growth by 16% of services CEOs.

Services growth strategies for 2014

Services growth strategies for 2014
In response to this outlook, services CEOs expect to pursue the
following growth strategies in their businesses in 2014.


Almost a quarter (24%) of respondents will focus on
improving sales of current products and services.



19% of respondents plan to introduce new products and
services is key and



About 16% of responding CEOs plan to develop new
domestic markets.



Another 12% of services businesses are looking to
downsize their operations and reduce costs.
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Services output and employment are expected to rise in 2014
Services sales (annual turnover)


Services sales have been rising at a much faster pace in
nominal (value) terms than they have in volume terms since
2010 (ABS data), reflecting the greater degree of price
inflation present in this sector, relative to other sectors of the
economy. In fact, nominal sales continued to increase in
September 2013 even though sales volume declined. Over
the past decade (2003-13), services sales have grown by an
average of 5.6% p.a. in nominal terms, but only by 3.4% in
volume terms.



Sales performance was generally positive in 2013.47% of
services CEOs told us their turnover increased in 2013
compared to the previous year, but 28% reported a decline.
For 25% of services businesses, turnover remained steady.



For 2014, 74% of services CEOs expect their turnover will
grow, but 18% expect their sales to decline and 9% expect
to see no growth in 2014.

Selected services annual growth, volume
and value

ABS, Business Indicators, Australia, Cat. No. 5676.0 (seasonally adjusted data).

Services change in sales revenue
Services export income


Services export income has been under pressure for several
years now. Although services export volumes remain
relatively subdued, the value of export earnings has been
increasing moderately over the past year, likely reflecting
higher income from a lower Australian dollar (ABS data).



Among the services CEOs in this year’s survey, export
income represented an average of just 2% of their turnover.
Unlike the other industries included in this survey, the very
low level of export income reported indicates a heavy
domestic focus for most services businesses in this survey.



Services sector CEOs in this survey told us their export
growth was mostly flat in 2013, with 96% reporting no
change over the year. Only 3% of CEOs reported that they
had achieved growth in their export earnings in 2013 (by an
average of 10% p.a.).



In 2014, 12% of services CEOs expect their export earnings
will grow, while only 5% expect it to decline. The large
majority (83%) expect to see no change in their export
earnings in 2014.

Major services exports, nominal value

ABS, International Trade in Goods & Services, Cat. No. 5368.0.
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Services employment and hours worked

Services employment


Services employment (not including public administration
services) stabilised to be around 8.1 million in 2013 (zero
growth since November 2012), though it remained below its
peak of 8.3 million achieved earlier in the year. Services (ex.
public admin.) account for around 70% of total employment,
with health and welfare services (12%) followed by retail
trade (11%) accounting for the largest shares. Education
and professional services each account for another 8% of
the workforce.



Over a quarter (28%) of services CEOs told us their
employee numbers went up (by an average of 41% p.a.) in
2013 and almost half (47%) remained steady. A quarter of
the CEOs, however, had needed to cut staff numbers in
2013, by an average of 8% p.a..



In 2014, two-fifths (41%) of services CEOs expect their
employee numbers will go up while 24% expect it to decline,
giving a net balance of 17% of services businesses who
plan to increase their employment in 2014.
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ABS, Labour Force Australia, Detailed Quarterly, Cat. No. 6291.0.55.003 (original data,
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Services capital investment remain uncertain in 2014 though R&D spending may pick up
Services capital investment


The latest ABS capital expenditure (CAPEX) data indicate
total CAPEX by businesses in the services sector fell by 8%
in 2012-13, though it recovered somewhat in the September
quarter of 2013, to be 3% higher relative to a year earlier.



Across the services sector, the latest ABS CAPEX estimate
(the fourth estimate) of spending in 2013-14 suggests a
moderate decline of 1% p.a. in nominal, unadjusted terms.



This year’s CEO Survey results appeared to be more
optimistic as compared to the ABS CAPEX results. 59% of
services CEOs reported their spending on physical capital
did not change in 2013, relative to 2012. 24% had increased
their spending in 2013 while 17% had decreased their
spending in 2013.



Looking ahead, 35% of services CEOs expect their
spending on physical capital will go up in 2014, while 19%
expect it to decline. The remaining 46% expect stable
investment over the coming year.

Services* capital expenditure, current
prices

* Selected services in the CAPEX survey include private sector utilities, construction,
wholesale and retail trade, transport, IT, telecomms, finance, real estate, professional and
other services.
ABS, Private New Capital Expenditure, Cat. No. 5625.0 (seasonally adjusted data).

Services change in investment
Services research and development


Research and experimental development spending in the
services sector rose by 7.8% in 2012 (ABS, 2013), reaching
an all-time peak of $8.4 billion.



Services sector CEOs told us their spending on R&D
remained largely stable in 2013 with 78% of respondents
reporting no change in investment levels. 15% of
businesses had increased their R&D spending in 2013 (by
an average of 51% p.a.) but 6% decreased their spending
(by an average of 35% p.a.).



In 2014, 60% of services CEOs plan no change in their R&D
budget, but 28% expect to spend more and 13% expecting
to spend less on R&D, leaving a net balance of 15% of
services CEOs anticipating a further increase in R&D
expenditure in 2014.

Services R&D spending

ABS, Research and Experimental Development, Businesses, Australia, 2010-11, 2011-12,
Cat. No. 8104.0 (original data).
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Services input costs, labour costs and selling prices continue to move upwards
Services change in input and energy costs

Services input and energy costs


In 2013, services sector CEOs estimated that on average,
19% of their inputs were imported (sourced offshore). Over
a fifth (21%) of services businesses had increased their use
of imported inputs (by an average of 61% p.a.), while 13%
had decreased their imports in 2013 (by an average of 25%
p.a.).



Services CEOs told us that in 2013, 38% faced increases in
their input prices (up by an average of 6% p.a.), while only
7% had a decrease in input prices (by an average of 6%
p.a.) and 55% had been no change.



Energy costs for services businesses increased for 73% of
businesses in 2013 (by an average of 16% p.a.). A mere 3%
said their energy costs declined in 2013 and 24% reported
stable energy costs.



Services CEOs are mainly expecting their input prices to
stay flat or go up in 2014. 72% of services CEOs expect no
change in input prices, while 24% expect increases.
However, a sizeable 60% of businesses expect higher
energy prices in 2014 and almost no services CEO (1%)
thinks energy prices will decline in 2014.

Services change in unit labour costs

Services unit labour costs


Labour cost increases continue to be an issue for services
businesses. 49% of services CEOs reported their unit labour
costs went up in 2013, by an average of 5% p.a. 14%
managed to reduce their unit labour costs in 2013 (by an
average of 6%), while 38% reported no change.



In 2014, 43% of Services CEOs expect their unit labour
costs will go up again, while 13% expect their unit labour
costs to decline.

Services output price rises

Services selling prices


The latest ABS Consumer Price Index (CPI) data shows that
retail selling prices for services continue to outstrip those for
goods, by a large margin. In 2013, retail selling prices for
services typically went up by 3.5% to 3.8% p.a., while those
for goods ranged between 1.2% and 2% p.a.. This largely
reflects the high labour content (and labour costs) for
services.



Over a quarter (26%) of services sector CEOs told us their
selling prices went up (by an average of 5% p.a.) in 2013,
while for 42% prices remained steady. Just under a third
(32%) of services CEOs reported they had been able to
reduce their selling prices in 2013, by an average of 10%
p.a..



In 2014, 40% of services CEOs expect to increase their
selling prices, while 15% expect to lower their prices. 45%
will not change their prices in 2014.
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Labour productivity performance remains as a focus for the services sector in 2014
Services labour productivity


Labour productivity growth (volume of output per hour
worked) for the services sector as a whole* has tracked
slightly higher than the Australian all-industries average over
the past decade (2003-13). Nonetheless, there is significant
divergence in productivity growth among services sectors.



The best gains in labour productivity over recent years have
generally been in sectors with greater ability to adopt and
benefit from new technologies, such as finance, wholesaling
and retailing. The large, labour-intensive sectors such as
health, education and professional services have only
achieved average or below-average labour productivity
growth.



In line with the ABS data, 37% of services sector CEOs told
us their labour productivity went up (by an average 8%) in
2013, while for 50% it remained steady. Only 13% reported
a decline in productivity in 2013 (by an average of 13%).



In 2014, 42% of services CEOs expect their labour
productivity will improve, while 49% expect it to be stable.
Only 9% expect a decline in their productivity, giving a net
balance of 33% of services CEOs anticipating productivity
improvement.

Labour productivity index, services* vs all
industries

* Selected services includes all services industries except public administration and utilities.
Calculated from ABS, National Accounts, Cat. No. 5206.0 and ABS, Labour Force Australia,
Detailed Quarterly, Cat. No. 6291.0.55.003 (original data).

Services change in labour productivity

Services labour productivity: contributors
and inhibitors
In this year’s survey, services CEOs who said their labour
productivity had improved in 2013 listed the following 3 factors
as contributing to that improvement:


35% of respondents listed process improvements as one of
the top three factors



34% attributed an increase in productivity to increased staff
skills, capabilities and productivity and



12% reported an increase in demand as a factor in
improving labour productivity.

Services labour productivity: contributors
and inhibitors

Services CEOs who said their labour productivity had declined
in 2013 listed the following 3 factors as contributing to that
decline:


A decrease in customer demand was the most reported
factor in inhibiting productivity for 34% of respondents.



Increased labour costs were named by 24% of respondents
and



Complying with government regulations inhibited labour
productivity for 22% of services businesses.
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Construction Sector
Construction business conditions expected to improve in 2014
Construction general business conditions


Construction businesses sell their services to a wide range
of other industries and to households. In 2013, our
construction CEOs reported servicing mainly to the
manufacturing and the mining industry, as well as
responding to public, residential and commercial building
demand.



Almost two-thirds (61%) of construction CEOs said business
conditions in their sector deteriorated in 2013 compared to
2012. A much less 17% said 2013 was a better year than
2012.



Looking ahead, 20% of respondents expect general
business conditions in the construction sector to worsen in
2014, while 30% expect it to be better than in 2013, leaving
a net balance of 10% having a positive outlook for the
coming year.

Construction inhibitors to growth in 2014

Construction change in general business
conditions

Construction inhibitors to growth in 2014

Construction CEOs expect the following factors will inhibit their
business growth in 2014.


23% expect a lack of customer demand to be one of the top
three factors to inhibit growth in 2014



Wage pressures were listed as a factor by 18% of
respondents and



Skill shortages were the third most reported factor with 15%
expecting it to inhibit growth in 2014.

Construction growth strategies for 2014

Construction growth strategies for 2014

In response to this outlook, construction CEOs expect to pursue
the following cost-oriented growth strategies in their businesses
in 2014.


Improving sales of current products and services is an
intended strategy for 32% of respondents as is introducing
new products and services (19%)



Developing new domestic markets is favoured by 21% of
construction respondents and



Downsizing/reducing operational costs is listed by 12% of
construction CEOs as a growth strategy.
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Construction output and employment on the edge of the next cyclical upturn
Construction sales (annual turnover)


After recovering modestly in 2010, sales growth for the
construction sector has been soft over the past three years,
in both nominal (value) and real (volume) terms (ABS data).
Since the beginning of 2012, aggregate national sales
volumes were only able to achieve an average quarterly
growth rate of around half a per cent.



Such subdued conditions in this sector were reflected in our
survey this year. Just under two-thirds (62%) of construction
sector CEOs told us their turnover declined in 2013 (by an
average of 15% p.a.), while only 24% said it went up (by an
average 15% p.a.) in 2013 and 14% reported stable
turnover.



However, respondents appeared to be more confident about
sales in the year ahead, with 57% of construction CEOs
expecting their turnover to go up in 2014, while only 14%
expect it to decline.



This reflects an improvement in confidence among
construction CEOs in light of the recent upturn in residential
and commercial construction.

Construction export income


Construction sector export income is relatively negligible
compared with other industries, at around $10mn per
quarter in 2013. Furthermore, it has been in trend decline (in
nominal value terms) since 2010 (ABS data).



Only one construction respondent to this survey reported
any export earnings in 2013.



In addition, only two of the construction CEOs that
responded to this survey reported that they expect to earn
any income from exports in 2014.

Construction annual sales growth, value
and volume

ABS, Business Indicators, Australia, Cat. No. 5676.0 (seasonally adjusted data).

Construction change in sales revenue

Construction services exports, nominal
value

ABS, International Trade in Goods & Services, Cat. No. 5368.0.
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Construction employment


Following a sharp decline in the second half of 2011,
construction employment has been gradually picking up
since mid-2012, to reach its all-time peak of 1.04 million in
late 2013 (an increase of 4% since August 2012, ABS data).



The current upturn in construction employment reflects the
recent recovery in national residential and commercial
construction. Construction employment numbers tend to
adjust faster to changing conditions than in some other
industries, due to the fixed term contract arrangements that
are prevalent throughout the industry.



Employment growth appears to be narrowly based with just
15% of construction CEO’s increasing their employment in
2013. Most construction CEOs reported unchanged
employment (55%) while 30% indicated a contraction (30%).



The outlook points to a slight overall decline in employment
in 2014 with the proportion of construction CEO’s expecting
to reduce their workforce numbers (19%) outweighing those
expecting an increase (14%). The majority (67%) expect
stable headcounts over the coming year.



Construction employment and hours
worked

ABS, Labour Force Australia, Detailed Quarterly, Cat. No. 6291.0.55.003 (trend data).

Construction change in employment

This is despite construction CEOs’ more upbeat outlook for
general business conditions in the sector and sales revenue
in 2014.

36

Ai Group National CEO Survey 2014

Business prospects in 2014

Construction businesses’ ability to investment in capital and R&D will remain fragile in
2014
Construction capital investment


ABS capital expenditure data (CAPEX) shows CAPEX by
the construction industry had declined for two consecutive
years following its peak in 2010. Construction CAPEX
recovered somewhat in 2012-13, to be 7% higher than the
previous year.



The latest CAPEX estimate for construction spending in
2013-14 (estimate four) suggests a further sharp fall in
CAPEX in 2013-14 of 39% p.a., in nominal unadjusted
terms. This outlook reflects lower capital expenditure by the
engineering construction sub-sector, as the mining
construction phase winds down. These estimates can
change rapidly, however, as conditions unfold.



In line with the ABS data, 37% of construction sector CEOs
told us their spending on physical capital went up in 2013
(by an average of 32% p.a.) compared with a year earlier,
while 21% reported a decrease (by an average of 20% p.a.).
42% of construction CEOs reported no change in 2013.



In 2014, 24% of construction CEOs in this survey expect
their spending on physical capital will go up, while 10%
expect it to decline. 67% expect their investment budget will
remain unchanged in 2014.

Construction research and development


The value of research and experimental development
spending in the construction sector fell by 19% in 2012, after
it surged by 16% in 2011 (ABS data). The total amount
spent by the industry is around $820mn.



Construction sector CEOs told us their spending on R&D
might have increased in 2013 with 32% reporting higher
expenditure. Only 5% of respondents indicated a decline in
R&D spending and 63% experiencing no change on the
previous year.



In 2014, 31% of construction CEOs expect their spending
on R&D will go up while 11% expect it to decline, and 58%
anticipate it will remain steady.

Construction capital expenditure, current
prices

ABS, Private New Capital Expenditure, Cat. No. 5625.0 (seasonally adjusted data).

Construction change in investment

Construction R&D spending

ABS, Research and Experimental Development, Businesses, Australia, 2010-11, 2011-12,
Cat. No. 8104.0 (original data).
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Construction inputs, energy costs and selling prices set to rise in 2014
Construction input and energy costs


Construction input costs are directly affected by changes in
commodity pricing, particularly for steel, cement and timber
products.



In 2013, construction sector CEOs estimated that on
average 18% of their inputs were imported (sourced
offshore). The share of imports for individual businesses
ranged from 0% to 95%.



44% of construction CEOs reported a rise in input costs in
2013, with an average increase of 5%.



78% of construction CEOs reported their energy costs
increased in 2013, by an average of 14%. Around 17% saw
no change in their energy costs and only one respondent
reported that lower energy costs in 2013.



For 2014, 41% of construction CEOs expect their total input
costs to rise, and 47% expect their energy costs to rise.
53% are expecting no change in their input costs while 41%
expect no change in their energy costs.



Two-thirds (67%) of construction sector CEOs told us their
unit labour costs (labour cost per unit produced) went up in
2013, by an average of 6% p.a.. Only 11% were able to
reduce their unit labour costs in 2013, by an average of 4%
p.a.



In 2014, 39% of construction CEOs expects their unit labour
costs will go up, while 11% expect it to decline. The
remainder expects no change in their unit labour costs in
2014.
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ABS,Producer Price Index, Cat. No. 6427.0 (seasonally adjusted data).

Construction change in input and energy
costs

Construction change in unit labour costs

Construction unit labour costs
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Construction output price rises

Construction selling prices


The latest ABS producer price index (PPI) data shows great
divergence in selling price growth across different segments
of the market. Although prices for non-residential buildings
and for residences other than houses (i.e. flats and units)
finally stopped declining in 2013, the growth rates remain
negligible. In contrast, prices for house construction picked
up notably in 2013, to be above CPI inflation, while price
increases for road and bridge construction have moderated
over the year.



In this year’s CEO Survey, 43% of construction sector CEOs
reported a reduction in their selling prices (down by an
average of 7% p.a.) in 2013. 29% of construction
businesses did not change their prices in 2013, while 29%
put their prices up in 2013 (up by an average of 4% p.a.).



For 2014, 28% of construction businesses will not change
their selling prices, but half expect to put their selling prices
up and 22% will lower them.

ABS,Producer Price Index, Cat. No. 6427.0 (seasonally adjusted data).

Construction labour productivity is likely decline further in 2014, as the sector switch
from engineering to residential activity
Construction labour productivity


Labour productivity (volume of output per hour worked) in
the construction sector fell notably over the course of 2013.



As the industry hires more employees (see above) to cater
for the recent upturn in the (labour-intensive) residential and
commercial construction, and fewer for the less labourintensive large-scale (and higher value) engineering and
infrastructure projects, aggregate labour productivity drops.



Half of construction sector CEOs (53%) told us their labour
productivity remained steady while 26% reported an
increase and 21% reported a decrease in their labour
productivity in 2013.



In 2014, 26% of construction CEOs expects their labour
productivity will go up, while only 11% expect it to decline.

Labour productivity index, construction vs
all industries

Calculated from ABS, National Accounts, Cat. No. 5206.0 and ABS, Labour Force Australia,
Detailed Quarterly, Cat. No. 6291.0.55.003 (original data).

Construction change in labour productivity
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Construction labour productivity:
contributors and inhibitors

Construction labour productivity:
contributors and inhibitors
In this year’s survey, Construction CEOs who said their labour
productivity had improved in 2013 listed the following three
factors as contributing to that improvement :


For a quarter of the respondents, increased staff skills,
capabilities and productivity contributed to an increase in
labour productivity.



19% noted a weak labour market and



19% named increased demand as one of the three major
contributing factors.

Construction CEOs who said their labour productivity had
declined in 2013 noted only two major factors contributing to
that decline:


A decrease in customer demand (35%) and



Increased labour costs (24%).
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National CEO Survey Business Prospects in 2014: survey participants
In order to identify the prospects for businesses in 2014, the Australian Industry Group undertook a
comprehensive survey of Australian business CEOs in October and November 2013. Responses were
received from the CEOs of 241 businesses across Australia. Together, these businesses employed around
39,400 people (184 people each on average) and had a collective annual turnover of $15 billion in 2013.
All Australian States (except for Tasmania) and major non-farm private-sector industries are represented in
this year’s CEO survey (see tables below). The manufacturing sector contributed the highest proportion of
respondents (46%). Manufacturing’s share of this sample is far higher than its share of national production
(around 7%). Victoria was somewhat over-represented in the sample, relative to other states. The data in this
report have been presented in their original form and are not adjusted or weighted to match the current
industry representation in the broader economy (e.g. as indicated in the ABS national accounts or labour
force data). The higher proportion of manufacturers and Victorian businesses in the sample therefore means
that the general findings reflect the higher number of responses from these types of businesses. The analysis
of the results for each of the four broad industry groups, however, is not affected by this over-sampling in
manufacturing.
CEO Survey: Business Prospects 2014

ABS data (2012-13)

State

Number of respondents

% of respondents

GSP as % of GDP

NSW
Vic
Qld
WA
SA
ACT
Tas
NT
Total

73
106
31
12
18
1
241

30.3
44.0
12.9
5.0
7.5
0.4
100

30.9
21.9
19.3
16.6
6.2
2.3
1.6
1.3
100

Industry

Mining and mining services
Manufacturing
Construction
Services *
Total

CEO Survey: Business Prospects 2014

ABS data (2012-13)

Number of respondents

% of respondents

% of all industry output

14
112
25
90
241

5.8
46.5
10.4
37.3
100

9.8
6.8
7.6
54.3
78.5

* the services sectors represented in this sample include: utilities (electricity, gas and water); IT,
communications and media services; transport, post and storage services; wholesale trade; retail trade;
finance and insurance; real estate and property services; professional services; administrative services;
health and welfare services; education; hospitality (food and accommodation services); arts and recreation
services; and personal and other services. Excludes public administration and safety (about 5.2% of output).
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National CEO Survey Business Prospects in 2014: questionnaire
1. In which industry does your business mainly operate? Please tick one box only, for your main activity
 Mining and/or mining services (e.g. exploration, mining
engineering or mining processing)

 Construction (e.g. engineering, infrastructure,
commercial, residential construction or contracting)

 Manufacturing (e.g. making food, beverages, chemicals,
equipment, building materials, metals, textiles, furniture)

 Services (e.g. retail, wholesale, transport, post,
IT, media, health, education, cafes, hotels,
entertainment)

 Other industry (please specify): ______________________________________________________
2. In which industries are most of your customers? Please list up to three industries of your customers:
1. ________________________
2. __________________________
3. __________________________
The following questions are about your business experiences in 2013
3. What was your approximate annual turnover in 2013?

$_____________

4. How many people did you employ in 2013?

________ people

5. If exporting, what was the total value of exports for your business in 2013?

$___________

6. Approximately what percentage of all your inputs (by value) were sourced offshore in 2013? _______%
7. By what percentage did the following factors change in your business in 2013, compared to 2012?
Please complete one box only for each:

Down (write in %)

No change (tick if applicable)

Up (write in %)

Annual turnover

____________ %



___________ %

Number of employees

____________ %



___________ %

Spending on physical capital

____________ %



___________ %

Spending on research & development

____________ %



___________ %

Spending on new technology

____________ %



___________ %

Spending on energy efficiency

____________ %



___________ %

Export income

____________ %



___________ %

Imported inputs (by value)

____________ %



___________ %

Input prices

____________ %



___________ %

Energy prices (inputs)

____________ %



___________ %

Selling prices

____________ %



___________ %

Labour productivity (output per hour worked)

____________ %



___________ %

Unit labour costs (cost per unit produced)

____________ %



___________ %

General business conditions in your sector

 Worse

 No change

 Better

8. If your labour productivity improved in 2013, what were the top 3 factors contributing to that improvement?
1. ________________________

2. __________________________

3. __________________________

9. If your labour productivity declined in 2013, what were the top 3 factors contributing to that decline?
1. ________________________

2. __________________________

3. __________________________

10. Did you change any parts of your business model, plan or strategies in 2013 due to business conditions?
 Yes

 No

 we don’t have a formal business model, plan or strategy

If yes, what did you change in 2013? _______________________________________________________________
11. Did you change or postpone any of your business investment plans in 2013 due to the Federal election?
 No change
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 Postponed to 2014 or later

12. IF your business was EXPORTING in 2013 or planning to export in 2014, at what AUD/USD exchange rate do
your exports become uncompetitive with products from other countries?
_______US cents
13. IF your business was competing with IMPORTS in the Australian market in 2013, at what AUD/USD exchange
rate do your products become uncompetitive with imported products from other countries? _____US cents
The following questions are about your expectations for your business in 2014
14. Do you expect the following factors to change in your business in 2014, compared to 2013?
Please tick one box only for each factor:

Down

No change

Up

Annual turnover







Number of employees







Spending on physical capital







Spending on research & development







Spending on new technology







Spending on energy efficiency







Export income







Imported inputs (by value)







Input prices







Energy prices (inputs)







Selling prices







Labour productivity (output per hour worked)







Unit labour costs (cost per unit produced)







General business conditions in your sector







15. What key growth strategies do you plan to implement in your business during 2014?
Please rank all relevant strategies, starting with 1 as your most important strategy
Introducing new products/services

______

Investing in energy supply or energy efficiency

______

Improving sales of current products/services ______

Investing in new communication technologies

______

Developing new domestic markets

______

Partnering with another business

______

Developing new overseas markets

______

Acquiring a new business

______

Increasing advertising/marketing

______

Increasing offshore sourcing of inputs

______

Downsizing / reducing operational costs ______

Other (please specify):

________________________

16. What factors do you expect will inhibit your business growth in 2014?
Please rank all relevant inhibiting factors, starting with 1 as your most important inhibiting factor
Lack of customer demand

______

Government regulatory burden

______

High and/or variable exchange rate

______

Access to affordable new technology

______

Access to affordable finance/credit

______

Competition from imports / internet sellers

______

Flexibility of industrial relations

______

Higher energy costs

______

Skills shortages

______

Insecure access to energy supplies

______

Wage pressures or high wage costs

______

Other (please specify):
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