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Tasmania’s economy has been doing well, by comparison with the rest of
Australia, in recent years

Growth in real gross state product (GSP), Growth in real gross state product, Tasmania
states and territories, 2020-21 vs mainland, 2000-01 to 2020-21
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Sources: ABS, Australian National Accounts: State Accounts, 2020-21.



https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
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Tasmania’s economy did particularly well, relative to the rest of Australiq,
in the September quarter of this year
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Note: all data in chain-volume terms. Business investment and public spending exclude transactions in second-hand public sector assets. Sources: ABS, Australian National
Accounts: National Income, Expenditure and Product, September quarter 2021; Balance of Payments and International Investment Position, Australia, September quarter 2021.
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2021
https://www.abs.gov.au/statistics/economy/international-trade/balance-payments-and-international-investment-position-australia/mar-2021

Health care, primary indusiry, construction, professional and business
services, information & media have been the sirongest performing sectors

Sector shares of Tasmania’s economy
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release

Tasmania’s improved economic performance has been reflected in better
labour market outcomes

Level of employment, Tasmania vs mainland
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Sources: ABS, Labour Force, Australia, October 2021; trend estimates derived by Corinna.

Unemployment rate, Tasmania vs mainland

10

% of labour force (trend)

}

Mainlan

01 02 03 04 05 06 07 08 02 10 11 12 13

14 15 16 17 18 19 20 21

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release

Tasmania’s improved economic performance has also been reflected in
people wanting to move here - which in turn has boosted the economy

|
Population growth, Tasmania vs mainland Sources of Tasmania’s population growth
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Sources: ABS, National, state and territory population, March 2021.



https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release

Stronger population growth and greater confidence has boosted the
property market — although that's not been a Good Thing for everyone

Median dwelling sale prices, Tasmania vs Australia
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Source: Corelogic, Home Property Value Index - Monthly Indices, November 2021.
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https://www.corelogic.com.au/research/monthly-indices
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‘Housing supply’ has begun to increase in Tasmania - but it will need to be
sustained at recent or higher levels for some years to make a difference

Residential building completions, Tasmania
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Sources: ABS, Building Activity, Australia, June quarter 2021; Building Approvals, Australia, October 2021.
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https://www.abs.gov.au/statistics/industry/building-and-construction/building-activity-australia/latest-release
https://www.abs.gov.au/statistics/industry/building-and-construction/building-approvals-australia/latest-release

Tasmania’s public finances are, in most respects, in better shape than
those of other states and territories (except for Western Australia)

States and territories — ‘net operating balances’ States and territories — net debt
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Despite this improved economic performance in recent years, Tasmania
remains Australia’s poorest state

Gross state product per head of population, Tasmania’s per capita gross state product as a
states and territories, 2020-21 proportion of the national average
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Sources: ABS, Australian National Accounts: State Accounts, 2020-21.



https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release

Tasmanians no longer have the lowest household disposable incomes - but
that’'s only because we pay less tax and get more social security benefits

Household disposable income per head of
population, states and territories, 2020-21
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Sources: ABS, Australian National Accounts: State Accounts, 2020-21.

Income tax paid less social security payments
received per head of population, 2020-21
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release

Tasmanians pay less per head in income tax than other Ausiralians — and
receive more per head by way of income support payments

Personal income tax paid per head of Social security benefits received per head of
population, states and territories, 2020-21 population, states and territories, 2020-21
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release

We're the poorest state in the nation because fewer of us have jobs, we
work fewer hours, and for each hour that we work we produce less

People with jobs as a proportion
of the population, 2020-21
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Only 47'2% of Tasmanians work - 3%
pc pts less than the corresponding
proportion of mainlanders

Average hours worked by people
with jobs, 2020-21
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Tasmanians work 1.3 fewer hours per
week than mainlanders - equivalent
to 2.3 fewer weeks each year

Sources: ABS, Australian National Accounts: State Accounts, 2020-21; Labour Force, Australia, October 2021.
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release

Tasmania’s below-average employment participation rate is partly due to
its older-than-average population - but by no means completely

People aged 65 & over as a proportion of the Employment-to-population ratios by age group,
civilian working-age population, 2020-21 Tasmania and Australia, 2020-21
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14 Source: ABS, Labour Force, Australia, Detailed, October 2021, Pivot Table LMT.
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/oct-2021
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The only reason Tasmanians work fewer hours than employed people in
other states is that a higher proportion of jobs are part-time

Average hours worked by people
working full-time, 2020-21
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/oct-2021

Tasmanian workers earn lower wages, on average, than workers in other
states — but labour costs aren’t lower after adjusting for lower productivity

Average employee compensation per hour

worked, states and territories, 2020-21
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Unit labour costs (employee compensation per
S of output), states and territories, 2020-21
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release

The common factor in all three of those shortcomings is our below-average
level of educational attainment

Proportion of 15-74 year-olds with
a bachelor degree or higher, 2021
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Source: ABS, Education and work, Australia, May 2021.

Proportion of 15-74 year-olds with
at least Year 12, 2021

80 -

75 A

70 -

65 A

60 A

55 -

50 A

45 -

40 A

% of 15-74 year-olds

National
average

NSW Vic Qld SA WA Tas NT ACT

The proportion of Tasmanians with at
least Year 12 of high school is 14"z pc
points below the national average

Proportion of 15-74 year olds with
nothing beyond Year 10, 2021

30 4 % of 15-74 year-olds
25 4

20 -

National
average

15 4

10 A

NSW Vic Qld SA WA Tas NI ACT

The proportion of Tasmanians with
nothing beyond Year 10 is 7% pc
points above the national average

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://www.abs.gov.au/statistics/people/education/education-and-work-australia/latest-release

Although there are historical reasons for Tasmania’s low educational
attainment rates, they aren’t improving relative to the rest of Australia

Proportion of 15-74 year-olds with at least Year 12
of high school, Tasmania and Australia
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Source: ABS, Education and work, Australia, May 2021.
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Proportion of people with at least Year 12 of high
school by age group, Tasmania and Ausiralia, 2021
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https://www.abs.gov.au/statistics/people/education/education-and-work-australia/latest-release

Retention rates to Year 12 among contemporary Tasmanian secondary
school students remain the lowest in Australia

Retention rates from Year 10 to Year 12, states Retention rates from Year 10 to Year 12, Tasmania
and territories, 2020 and Australia, 1982 to 2020
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https://www.abs.gov.au/statistics/people/education/schools/latest-release

The three big flaws in Tasmania’s education system

U Tasmania has ‘too many’ small schools

— Tasmanian government primary schools have 267 FTE students, on average (in 2019) cf. the mainland average of 335, while
government secondary schools have 638 FTE students on average cf. the mainland average of 893

— this is the main reason the Tasmanian system spends proportionately per student more on non-scalable ‘fixed costs’ (principals,
clerical-admin and maintenance staff)

— there’s no evidence that small schools produce better educational outcomes than larger ones

— it shouldn’t be the function of the education budget to prop up otherwise non-viable communities (that’s prioritizing the desires
of adults above the needs of children

O Tasmania’s school curriculum is excessively influenced by ‘fads’ imported from Victoria
— such as ‘whole language’ instruction rather than phonics in early primary school years

O Tasmania’s system of separate colleges for Year 11 and 12 acts as a barrier to retention beyond Year 10, especially
for students from households with no tradition or ‘lived experience’ of senior secondary or tertiary education

— unlike students in every other jurisdiction except the ACT, Tasmanian students traditionally haven’t been able to finish
Year 12 where they start Year 7 ... and they aren’t able to see, every day, ‘big kids’ doing Year 11 and 12

— students who have reached Year 10 with the support of teachers and other staff who have had four years in which to
get to know their strengths and weaknesses then typically have to abandon those relationships and start anew, with
teachers and other staff who will only have two years with them

— while the present Government has extended Y11 and 12 courses to all high schools, the more talented and motivated
students are still opting for the colleges, (unintentionally) undermining the intent of ‘extension courses’

— if Tasmania’s system is so good, how come no other jurisdiction (except the ACT) has copied it?
— and the ACT is so different from Tasmania it might as well be on Mars for all that its experience

is relevant to Tasmania’s SAUL ESLAKE
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Tasmania’s economy has always been more narrowly-based than that of
the larger states — and has become more so over time

Five sectors’ share of gross product, Five sectors’ share of total employment,
Tasmania and Australia Tasmania and Australia
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O The ‘five sectors’ are agriculture, forestry and fishing; retail tfrade; accommodation and food services; public administration
and safety; and health care and social assistance
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release

Relatively few Tasmanians work in intrinsically high-productivity industries,
whereas a lot more work in low-productivity indusiries

Shares of total employment by industry groups
ranked by productivity, 2020-21
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Labour productivity by industry, Australia, 2020-21
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Only 112% of Tasmanian workers are employed in industries where (nationally) labour productivity is higher than the all-
industry average (cf. 18%% of Australian workers) — whereas 25% of Tasmanian workers are employed in industries where
labour productivity is more than 50% below the all-industry average (cf. 16% of all Australian workers)
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release

66% of Tasmanian workers are employed in indusiries where labour
productivity is below the corresponding national industry average

Labour productivity in Tasmanian industries as a percentage of Shares of total employment in Tasmania by industries
national average productivity in those industries, 2020-21 ranked by productivity as pc of national average, 2020-21
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34% of Tasmanian workers are employed in industries where their productivity is higher than the corresponding national
averages for those industries — whereas 43% of Tasmanian workers work in industries where their productivity is up to 20%
below the corresponding national average, and 13% where their productivity is more than 22% below the national average
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/latest-release
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Have we (inadvertently) become ‘too dependent’ on tourism for the post-

Covid world?

Tourism shares of gross state product and

employment, states and territories, 2018-19
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https://www.tra.gov.au/data-and-research/reports/state-tourism-satellite-account-2019-20/about-this-report

Are we unwittingly putting our future capacity to fund services at risk by
relying so heavily on our share of revenue from the GST?

GSTrevenue as a proportion of total revenue,
states and territories, 2020-21
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Sources: Federal, state and territory 2021-22 Budget Papers; Tasmanian Treasury, Occasional Paper: New GST Disfribution Arrangements, September 2021.
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https://www.treasury.tas.gov.au/Documents/Occasional-Paper-on-new-GST-distribution-arrangements.pdf

Reform of Tasmania’s tax system could improve both ‘efficiency’
(reducing distortions) and ‘equity’ (reducing unfairness)
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Revenue from ‘bad’ state taxes as a pc of total Revenue from ‘good’ state taxes as a pc of total
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https://www.abs.gov.au/statistics/economy/government/taxation-revenue-australia/latest-release
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Contrasting attitudes to the need for state tax reform

NSW Treasurer (now Premier) Dominic Perrottet

“The challenges we face will demand every
ounce of effort, ingenvuity and imagination our
State can muster”

[the State Government has] “an obligation to
future generations: to leave our State and our
nation better than we found it”

“for state governments, the reform with the
greatest potential to unlock prosperity is tax”

[The proposal to replace stamp duty on land
transfers with a broader land tax is] “the most
important state economic reform of the last half
century” [and one which would] “generate 75,000
new jobs and add an exira $3,300 of income for
every household in NSW”

- NSW Budget Speech 2020-21
17th November 2020

Tasmanian Premier & Treasurer Peter Gutwein

“In terms of ensuring the context of tax reform and
having a more efficient and sustainable tax base,
the challenge we face in Tasmania ...to actually
broaden our bases means that we impose taxes
on a lot of people who currently don't pay tax

“The simple fact of the matter is very few
Tasmanians actually pay state tax”

“I was surprised the New South Wales government
would actually embark upon a taxation
discussion at this point”

“I honestly don't believe that right now is the time
for a discussion about tax reform”

- Legislative Council Estimates Committee A
1st December 2020
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https://www.budget.nsw.gov.au/sites/default/files/2020-11/2020-21%20Budget%20-%20Budget%20Speech.pdf
https://www.parliament.tas.gov.au/ParliamentSearch/isysquery/39fa1718-77fa-4693-b301-6a09569c49cb/1/doc/

Tasmania has a lot of local councils, for its population and area

Local governments per 10,000 households, states Local governments per 10,000 km?, states
and territories, 2019 and territories
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https://alga.asn.au/facts-and-figures/
https://www.abs.gov.au/statistics/people/population/household-and-family-projections-australia/latest-release#key-statistics

Should we be content merely to ‘mind the store’ - however competently - or
do we want ‘a bigger and better store’?

0 The Hodgman-Guiwein Governments have ‘minded the store’ very competently
— the Tasmanian economy’s performance has improved considerably on their ‘watch’

— and although that’'s been partly due to ‘good luck’, they can also legitimately claim than it is partly due to ‘good
management’

— they have responded competently and effectively to major challenges, especially Covid-19

— there have been none of the ‘scandals’ or in-fighting that have dogged other state governments and the federal
government

— and they have been prudent, responsible stewards of Tasmania’s public finances

O A sustained improvement in the material well-being of Tasmanians, relative to other Australians, requires a
willingness to spend ‘political capital’

— in order to make sustainable inroads into the things that explain why Tasmania remains Australia’s poorest state, despite
the improvement in Tasmania’s economic performance over the past five-seven years

O But they show very little interest in spending the political capital they’ve earned in order to ‘build a bigger and
better store’
— no interest in bringing Tasmania’s under-performing school education system into line with those of other states which
do a much better job of educating their students
— no interest in any kind of state tax reform (beyond “no new taxes and no tax increases”)
— no interest in local government reform
— no interest in reform of Tasmania’s electoral system
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Important information

This document has been prepared by Saul Eslake on behalf of Corinna Economic Advisory Pty Lid, ABN 165 668 058 69, whose registered office is located at
Level 11, 114 William Street, Melbourne, Victoria 3000 Australia.

Corinna Economic Advisory is a partner (with Liewellyn Consulting, of 1 St Andrews Hill, London EC4V 5BY, United Kingdom) in Independent Economics.

This document has been prepared for the use of the party or parties named on the first page hereof, and is not to be further circulated or distributed without
permission.

This document does not purport to constitute investment advice. It should not be used or interpreted as an invitation or offer fo engage in any kind of financial
or other fransaction, nor relied upon in order to undertake, or in the course of undertaking, any such transaction.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document
accurately reflect the author’s personal views, including those about any and all financial instruments referred to herein. None of Saul Eslake, Corinna
Economic Advisory Pty Ltd nor Independent Economics however makes any representation as to its accuracy or completeness and the information should not
be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without
notice. Saul Eslake, Corinna Economic Adyvisory Pty Lid and Independent Economics expressly disclaim any responsibility, and shall not be liable, for any loss,
damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or
otherwise) out of or in connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by
legislation.

Any opinions expressed herein should not be attributed to any other organization with which Saul Eslake is affiliated.
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