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YELLOW PAGES® BUSINESSINDEX - SMALL & MEDIUM ENTERPRISES

| ntr oduction

The Yellow Pages® Business Index — Small and Medium Enterprises is an ongoing series of surveys tracking
confidence and behaviour in Australia’s small and medium enterprises (SMES).

The primary objectives of the Index are to track small and medium business activity over the past three months;
expectations over both the current three and 12-month periods; and to measure overall confidence among SMEs. A
second purpose isto provide an independent, objective assessment of proprietors experiences and attitudes on key
iSsues.

For the November edition, thel ndex has been enhanced significantly. Because of these changes, its name has been
changed from the Y ellow Pages® Small Business Index to reflect the inclusion of medium businesses within the
research. Other significant changes to the Index include:

* expansion of the sample size from 1200 to 1800;

* broadening of the regiona sample, to provide a more accurate regiona ‘snapshot’ of SME experiences and
attitudes; and

e expansion of the sectoral breakdown to include businesses within the accommodation, cafes and restaurants,
communication, health, community services, cultural and recreationa industries.

These enhancements to the Index enable a broader scrutiny of the SME market, as well as a closer understanding
of trends and issues relevant to this sector. In addition, it allows a more accurate examination of the differencesin
attitudes and experiences between regional and metropolitan SMEs, and between small and medium enterprises.
Significantly, inclusion of medium size businesses meansthel ndex is now reflective of the attitudes and behaviour of
approximately 99 percent of the Australian business sector.

The Index is an initiative of Pecific Access as part of its commitment to this vital business sector.  As one of
Ausgtraia’s leading online search, directories and media businesses - and as producers of the Yelow Pages® and
White Pages™ print, voice and online directories - Pacific Access has close links with Australia’s SMEs. Over 80
percent of its more than 400,000 customers around Australia are SMES. Pacific Access also manages the leading
Internet search engine, GOeureka™, and the location and navigation brand, Whereis™.
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About the Survey

Since its inception in 1993, the Index has been the most comprehensive and regular survey of smal businesses in
Audrdia Higtoricaly, the Index has focused specifically on businesses employing 19 people or fewer. From this
edition, the Yelow Pages® Business Index — Small and Medium Enterprises has been expanded to cover the
medium business sector, while the regional and industrial sectors have also been enhanced.

The November Index results are based on telephone interviews conducted with 1,800 small and medium business
proprietors. The sample size is divided between 1,200 small businesses and 600 medium businesses (the latter
defined as businesses employing between 20 and 199 people). As a result of this first ever incluson of medium
businesses, long-term trends can only be shown for the small business sector in this report.

Businesses interviewed for this Index were drawn from al metropolitan and major non-metropolitan regions within
Audtralia. Quotas were set on geographical location and type of business, in order to produce the standard sample
structure shown opposite. Where replacement businesses are recruited, this sample structure is maintained.

Attheandysisstage, resultswereweighted by selected ANZSI C divisionswithin the metropolitan and non-metropolitan
region of each state or territory. This ensured the sample reflected the actual small business population distribution.
The Australian Bureau of Statistics (ABS) Business Register, as at June 1998, was used to weight the sample to be
representative of the total business population.

Interviewing for this latest survey was conducted over the period 18 October to 8 November 2000. The report
covers experiences over the past three months (August 2000 to October 2000), and expectationsfor both the current
quarter (November 2000 to January 2001) and the 12 months ending November 2001.

Special Questions

In addition to the key economic indicators, this Index examines in detail small business proprietors  attitudes and
behaviour with respect to arange of specific issues, including the Goods and Services Tax (GST), interest rates and
the Sydney 2000 Olympic Games.

Location of Business Division
Total Metro Non-Metro Manufacturing 200
New South Wales 300 240 60 Building/Construction 250
Victoria 300 240 60 Wholesale Trade 150
Queensland 300 165 135 Retail Trade 250
) Accommodation,Cafes & Restaurants 100
South Australia 225 195 30
) Transport/Storage 150
Western Australia 225 195 30 .

) Finance and Insurance 100
Tasmania 150 90 60 Communication, Property & Business Services 300
Northern Territory 150 90 60 Health and Community Services 150
A.C.T 150 150 - Cultural, Recreational & Personal Services 150
Total 1800 1365 435 Total 1800
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Executive Summary

The most critical finding of the November 2000 Y ellow Pages® Business Index — Small and Medium Enterprises
isadownturn in business confidence within the Australian small enterprise sector. Lack of historical datafor medium
enterprises means similar confidence comparisons for this sector are not possible.

Other key findings from this Index are included in the following three sections of this Executive Summary:
1. Historical trends for small enterprises and highlights for small and medium enterprises (SMES);

2. Mgjor out-takes as aresult of enhancementsto thisindex (small versus medium enterprises; metropolitan versus
regiona; industry comparisons); and

3. Business Cycle analysis based on the findings from this Index.

Small enterprise historical trends and SME highlights

* Business confidence, and perceptions of the current state and future direction of the economy all declined
during the past quarter;

» Sdes performance dropped sharply during the past quarter (influenced in part by the Olympics), but is
expected to rebound in the current quarter;

* |norder of importance, mgjor problems confronting Australian SMEsincluded alack of work, government
regulations, cash flow and the genera economic climate;

* The decline in small business proprietors expectations for their own businesses reflected an anticipated
declinein business activity, theimpact of the Goods and Services Tax (GST) and recent depreciation of the
Audtraian dallar;

* Key business indicators experiencing a downturn over the past quarter included sales, wages growth,
capital expenditure and profitability;
* Therewasamargina improvement in the Federa Government’ s approval rating during the October quarter;

* Of al state governments, the Northern Territory remained the most popular with the small (and medium)
enterprise community;

* More SME proprietors said GST implementation had been easy than difficult (indicating GST implementation
had been relatively smooth);

* The most difficult aspect of the GST was changes required to accounting and record keeping systems,

* Onthewhole, more SMEs bdlieved their understanding of Business Activity Statement (BAS) obligations
to be good than not;

* SME proprietors were cited most frequently as the people who actually completed the BAS;
* Accountants and financial advisers were the primary sources of information for completion of the BAS;

* More businesses identified the Olympics as having a negative impact on sales, rather than a positive
impact. This trend was particularly noticeable anong New South Wales businesses,

* However, the SME sector believed overwhelmingly the Olympics were gresat for the Australian economy;
* The vast mgjority of SMEs believed interest rates would rise over the next year; and
The most likely impact SMEs expected from an interest rate rise was reduced company profitability.
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Small versus medium enterprises; metropolitan versus regional; industry comparisons

Small versus medium
Major differences to emerge in the performance and expectations between small and medium businesses
during the past quarter were:

* Medium businesses demonstrated a noticeably higher level of confidence in their own business prospects
than small businesses;

» Sdes performance during the past quarter was markedly lower within small businesses than medium
businesses;

*  Medium businesses demonstrated much stronger growth in overall wages than smaller businesses;

* Profits declined more significantly within small businesses than medium businesses; and

* Medium businesses were noticeably more supportive of the Federd Government’s policies than small
businesses.

M etropolitan versusregional

Major differences to emerge between metropolitan and regional businesses during the previous quarter were:

* On the whole, metropolitan businesses were more optimistic about their business prospects for the next
twelve months than regional businesses;

* A noticeably higher number of metropolitan businesses were seeking to grow their businesses, compared
with their regiona counterparts,

* Regional businesses were more pessimistic about the current state of the Australian economy than
metropolitan businesses,

* Interms of key business indicators during the past quarter, metropolitan businesses recorded relatively
stronger performance in wages growth and employment, while regional businesses fared better in sales,
profitability and capital expenditure; and

» Metropolitan businesses were less supportive of the Federal Government’ s policiesthan regional businesses.

Industry sector trends

Major differences to emerge during the quarter regarding industry sector trends were:

* The most optimistic industries regarding business confidence for the next twelve months as measured by
the net balance of respondents were finance and insurance (65 percent), health and community services
(44 percent), and cultural, recreational and personal services (43 percent);

* The most pessimistic industries as measured by the net balance of respondents were manufacturing (20
percent), wholesale trade (20 percent), and transport and storage (22 percent);

* The most confident industry for employment expectations was wholesale trade, with the least confident
being transport and storage;

* Withregard to recent pricerises, the most significant increases occurred in the hospitality and retail sectors,
while the lowest rises were recorded in finance and insurance, and health and community services;

* Retail and hospitaity werethe poorest performing industriesin termsof profitability, with the best performing
sectors being finance and insurance, and health and community services; and

* Industries most supportive of Federa Government policies were retail and communication, and property
and business services. The most critical were cultural, hospitality, and recreational and personal services.
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The Business Cycle and SMEs

When examining the 12-month trends for a range of key business and economic indicators, it is possible to
gauge the likely direction of the Australian economy. A new feature incorporated in thisand al future editions
of the Index isan analysis of the mgor indicators, relative to normal expectationsfor their performance during
the course of the business cycle.

The chart below shows an assessment of each indicator’s performance relative to the state of the economy.
Shaded areas highlight where each indicator sits as a result of the findings from this Index, relative to the
normal business cycle.

Analysis of these indicators from the November Index suggests the economy is much closer to the definition
of a“dowdown” than any other point in the business cycle. Thisis demondgtrated best in indicators like falling
bus ness confidence, declining perceptions of the economy, weakening investment and profitability, and moderating
investment expectations. It suggests the Australian economy is headed for a “harder landing”, given most of
the shaded indicators are seen traditionally as elements of an economic sowdown.

The only indicators currently not reflective of asowdown are inflation (impacted by the one-off GST effect),
and employment and wages growth (which tend to hold up in the earliest stages of an economic downturn).

The Business Cycle

1. Trough 2. Recovery 3. Peak 4. Slow Down

Low  Business ¢ Rising Business e Strong Business » Falling Business

Confidence Confidence Confidence Confidence

Poor Perceptions of the| ¢ Rising Perceptions of the e Strong Perceptions of » Declining Perceptions

Economy Economy the Economy of the Economy

Weak Sales ¢ Improving Sales e Strong Sales » Declining Sales

Low Investment ¢ Rising Investment * High Investment » Declining Investment

Pessimistically low « Investment Expectations * Optimistically high ¢ Investment

Investment improving but still on the Investment Expectations

Expectations (ie high low side Expectations (i.e low weakening but still on

realisation  ratio) realization ratios) the high side

Low selling price rises | o Rising selling prices * High Selling Prices » Selling Price Rises

weakening

Weak _Profitability - _Improving Profitability * Strong_Profitability * Declining Profitability
e Flat Employment ¢ Rising Employment e Strong Employment + Declining Employment
e Low wages growth « Rising Wages Growth e High Wages Growth y '\Gﬂo‘i\irha“”g Wages

ro

Highlighted sections show the indicators relevant to SMEs from the Yellow Pages® Business
Index — Small and Medium Enterprises, November 2000.
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YELLOW PAGES®

Small Business Outlook

- National Summary

ConFiDENCE IN OwN Business ProspecTs

Over THE Next 12 MoNTHS

Confidence among small enterprises declined over the
past quarter, largely influenced by concerns over the
direction of the Australian economy. While 53 percent of
small business proprietors were confident about their
future, 23 percent were worried about their prospects
for the next 12 months, resulting in a net balance of 30
percent. This represented a noticeable 12 percent net
balance decline from the previous quarter, when a net
balance of 42 percent was recorded.

Within the various confidence categories, the biggest
change was the downgrading of business confidence from
“fairly confident” about future prospects, to the more
pessimistic categories of “neutral” or “fairly worried”.

The decline in small business prospects matched a similar
decline in expectations for the Australian economy. Major
economic concerns for the next 12 months included an
expected decline in business activity, the impact of the
Goods and Services Tax (GST), and direction of the
Australian dollar. The November result was the second
lowest level for small business since the Yellow Pages®
Small Business Index began in 1993, with the lowest

result occurring in May this year.

There was a consistent picture across three of the most
crucial economic indicators contained within this issue
of the Index - a decline in perceptions of medium-term
business prospects, and in the current state and future
direction of the economy. This picture suggests the
projected slowdown of the Australian economy is more
likely to be a “harder landing”.

Medium businesses were markedly more confident about
their business prospects than small businesses. This was
reflected in the 54 percent net balance of medium
businesses confident about their future business prospects,
compared with only 30 percent of small businesses.

Overall Confidence
November 2000

Small Medium Total Small
Business Business d
(up to 19 (20-99 an
Medium
employees) employees)

Extremely Confident 10% 8% 10%
Fairly Confident 43% 55% 44%
Neutral 24% 23% 24%
Fairly Worried 19% 12% 18%
__ Extremely Worried 4% 2% 4%
Total Confident 53% 65% 54%
Total Worried 23% 11% 23%
*NET BALANCE +30% +54% +31%

Q. Thinking about the next twelve months, how confident do you feel about
your business prospects?

SOURCE: Yellow Pages® Business Index

Sweeney Research - November 2000

Confidence Trends - Past Three Quarters

Small Business Only ’\S/Ir:da}lllﬁ

Nov 99 Feb 00 May 00 Aug 00 Nov 00 [Nov 00
Extremely Confident 15% 13% 9% 10% 10% 10%
Fairly Confident 52% 50% 42% 51% 43% 44%
Neutral 18% 17% 22% 20% 24% 24%
Fairly Worried 12% 17% 21% 15% 19% 18%
Extremely Worried 3% 4% 5% 4% 4% 4%
Total Confident 67% 62% 52% 61% 53% 54%
Total Worried 15%  21%  26% @ 19% 23% | 23%
*NET BALANCE +52%  +41%  +26%  +42% +30% | +31%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Long Term Trends in Confidence
Small Business Only
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SOURCE: Yellow Pages® Business Index

Sweeney Research - Novermher 2000 __

*Net balance is defined as the difference between the percentage
who are confident and the percentage who are worried.
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CONFIDENCE BY STATE AND SECTOR

Across the states and territories, confidence levels for
small business over the next 12 months were again highest
in South Australia (a net balance of 41 percent),
representing the second consecutive quarter where South
Australia ranked highest of all the states and territories.
The worst performing states were Queensland (22
percent net balance) and Western Australia (23 percent
net balance).

The two states that recorded the most significant declines
in small business confidence levels during the past quarter
were Queensland - declining from 43 percent to 22
percent (a fall of 21 percentage points), and Western
Australia - declining from 45 percent to 23 percent (a fall
of 22 percentage points).

SME confidence levels in metropolitan Australia were
32 percent compared with 26 percent for regional
Austrdia, giving metropolitan regions a Six percentage
points' advantage in terms of projected business
confidence levels over the next 12 months.

On an industry basis, by far the most confident sectors
among SM Es were finance and insurance (65 percent),
followed by health and community services (44 percent).
The least confident sectors were retail (16 percent),
manufacturing (20 percent) and wholesale (20 percent).

Trends By State
*Net Balance

Small &
Small Business Only Medium
Nov 99 Feb 00 May00 Aug 00 Nov 00 | Nov 00

National 52% 41% 26% 42% 30% 31%
New South Wales 57% 46% 30% 44% 34% 35%
Victoria 45% 48% 20% 34% 30% 32%
Queensland 43% 22% 15% 43% 22% 22%
South Australia 63% 55% 35% 57% 41% 39%
Western Australia 56% 42% 30% 45% 23% 23%
Tasmania 43% 35% 35% 32% 31% 33%
Northern Territory 59% 49% 44% 35% 25% 26%
AC.T 63% 54% 44% 48% 37% 37%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Confidence By Sector
*Net Balance - SMEs
Confident Worried Net
Balance
Manufacturing 48% 28% 20%
Building/Construction 54% 24% 30%
Wholesale Trade 47% 27% 20%
Retail Trade 48% 32% 16%
Transport/Storage 46% 24% 22%
Communication, Property & Business 57% 18% 3%
Finance and Insurance 71% 6% 65%
Health and Community Services 57% 13% 44%
Cultural, Recreational & Personal 62% 19% 43%
Accommodation,Cafes & Restaurants 52% 16% 36%
SOURCE: Yellow Pages® Business Index
Sweeney Research - Novemher 2000 __

*Net balance is defined as the difference between the percentage

who are confident and the percentage who are worried.

Unileanr Cla s
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CoMPARISON OF PERsONAL ProsPeEcTsvs THE EconomyY

SlVIEsdgmonstrated noticeably higher confldencemthelr Comparison of Personal Prospects vs
own business prospects for the next 12 months relative National Prospects - SMEs
tO the I’]atl Onal a:onomy Thl rty seven pe’cmt Of Slvl ES Compared to the Australian economy overall for the next year, do you feel that you are

more confident in your own business prospect than you are in the economy; less confident

were more confident in their own business prospects in your own prospects than you are for the economy; or equally confident in both?
relative to the overal economy, while only 14 percent o oy oot om0

wereless confident. The net result of 23 percent indicates Less confident in
Augtralia's SMEs believed they would perform relatively o ete
well compared with larger businesses over the next 12 14%

months. The most frequently stated reason for this
outcome was SMEs having control over their own
buS Nnesses, More confident in 37,

own prospects than

National prospects SOURCE: Yellow Pages® Business Index

Sweeney Research - November 2000

The most confident industry sectors relative to the
economy were wholesale (37 percent), health and
community services (29 percent), and cultural and
recreationa services (29 percent). The least confident
industries were the hospitality (five percent), retail (13
percent), and finance and insurance (14 percent). The
only other significant difference across the business
landscape was relatively higher confidence in firmswith
employee numbers between 10 and 19, compared to
smaller businesses.

*Net balance is defined as the difference between the percentage
with a positive outlook and the percentage outlook with a negative.
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PERCEPTIONS OF THE ECONOMY

Over one-third (35 percent) of SMEs believed the
Australian economy to be in a period of slowdown. This
is considerably higher than the 24 percent that believed
Australia to be in a period of economic growth.

Small businesses were more pessimistic about the current
state of the Australian economy than medium businesses,
with a net balance of 11 percent believing the economy
to be in a period of slowdown, compared with the three
percent net balance for medium businesses.

However, the small business result needs to be interpreted
carefully when making historical comparisons, since the
wording for this question changed in the November | ndex
from 'economic recession' to 'economic slowdown'.

The Economy
SMEs
The Economy Now The Economy a
Year from Now
Growing Better
24% 27%
7 1
SIIDowmg Wors
own
27%
35% °
Standing Same
Still 46%
41%
SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Since the February 2000 Index, however, there has been
a large decline in the proportion of small businesses
believing the Australian economy to be in a growth phase.
The situation is the same for their perceptions of the
economy a year from now, with the net balance falling
from 15 percent in the previous quarter to the current
result of zero net balance.

SME proprietors in Victoria, Western Australia and the
Northern Territory were the most negative about the
current state of the economy. This negative sentiment
was carried into future expectations of the economy by
Victorian businesses, in particular.

Small businesses located in metropolitan regions were
more confident about the future direction of the economy
than their regional counterparts.

Perceptions of the Economy - Trends
Small Business Only l\j;ndailliri
Nov 99 Feb 00 May00 Aug 00 Nov 00 | Nov 00
The Economy Now
Growth 50% 54% 31% 32% 23% 24%
**Recession/slowing 4% 7% 12% 9% 35% 35%
*Net Balance 46% 47% 19% 23% -12% | -11%
The Economy a Year From Now
Better 28% 23% 22% 36% 27% 27%
Worse 23% 33% 37% 21% 27% 27%
*Net Balance 5% -10% -15% 15% 0% 0%
**Note : Wording changed from "recession”  SOURCE: Yellow Pages® Business Index
to "slowing down" in October 2000 Sweeney Research - November 2000

Perceptions of The Economy
Long Term Trends (Small Business Only )

80% [~

~ The Economy Now (Growth)

~ The Economy a Year from Now (*Net Balance)
60% RN

\_ -
—
40% [~
T a
20% |- —7 Do
"
0%
N

-20%
Feb Aug Feb Aug Feb Aug Feb Aug Feb Aug Feb Aug Feb Aug
May Nov May Nov May Nov May Nov May Nov May Nov May Nov
1994 | 19905 | 1996 | 1997 | 1998 | 1999 | 2000

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Perceptions of the Economy by State
SMEs
NSW VIC QLD SA WA TAS NT ACT
The Economy Now
Growth 30% 20% 18% 27% 18% 25% 19% 24%
Slowing 32% 43% 35% 22% 37% 20% 38% 35%
*Net Balance 2% -23% -17% 5% -19% 5% -19% -11%
The Economy a Year From Now
Better 30% 18% 35% 33% 28% 30% 26% 23%
Worse 23% 36% 22% 22% 29% 24% 23% 32%
*Net Balance 7% -18% 13% 11% -1% 6% 3% -9%
SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

*Net balance is defined as the difference between the percentage

with a positive outlook and the percentage outlook with a negative.

Unileanr Cla s
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ExpPecTATIONSON KEY INDICATORSOVER THE NEXT 12 MONTHS

Proprietors were asked about their expectations on a
series of key businessindicators over the next 12 months.
For key indicators of business activity like sales and
profitability, the percentage of businesses expecting an
increase outwei ghed those expecting adecline. Compared
to the previous quarter's results, small business sales
recorded the sameleve of confidence, while profitswere
marginally down.

There was an expectation of increasing pricelevels, with
anet balance of 48 percent of small businesses expecting
pricesto rise - up from the 45 percent result recorded in
the previous quarter. The greatest margin in confidence
levels between the metropolitan and regional resultsarose
in employment levels, with metropolitan at a net balance
of 17 percent compared to five percent for the regions.

The future direction of business indicators highlighted
significantly higher levels of confidence among medium
businesses compared with small businesses. Medium
businesses were far more confident about sales,
employment, growth in total wages, profits and, capita
expenditure in particular. Medium businesses also
anticipated faster growth in selling prices.

Expectations On Key Indicators
Trends in *Net Balance

Expectations On Key Indicators Over
The Next 12 Months - SMEs
Expect An  Expect A *Net
Increase  Decrease Balance

Value of sales 53% 18% 35%
Size of workforce 19% 5% 14%
Wages bill 35% 8% 27%
Prices charged 52% 3% 49%
Profitability 48% 21% 27%
Capital expenditure 30% 25% 5%

SOURCE: Yellow Pages® Business Index

Sweeney Research - November 2000 __

Small &
Small Business Only Medium
Nov99 Feb00 May00 Aug00 Nov0O | Nov0O

Value of sales 42% 37% 22% 34% 34% 35%

Size of workforce 18% 14% 11% 13% 13% 14%

Wages bill 31% 29% 21% 26% 25% 21%

Prices charged 53% 64% 61% 45% 4% 49%

Profitability 3% 22% 14% 28% 26% 27%

15% 16% 9% 3% 4% 5%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Capital expenditure

*Net balance is defined as the difference between the percentage

with a positive outlook and the percentage outlook with a negative.
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CONCERNS

For the second consecutive quarter, lack of work and Prime Concerns

sales represented the number one concern of small SMEs

businesses across Australia, including all states and

territories, metropolitan and regiona areas, and virtually Government Lglktfw(:“') J 10% Jiow

al industry sectors. In the May 2000 Index, GST was cacn flow Jo% ’

identified asthe number one concern of small businesses. Economic climate Jo%

However, it has now dropped away to only the fifth most GsT g% ~ QAsfarasyour
significant concern. Other key concerns included state Consumer confidence |79 anat probiome, i any.
government regulations, cash flow and the general competitonibia business ||07% e oment
economic climate. F?ndmg oy |506/0A)

Concerns expressed by medium businesseswere similar None | 23%
to small businesses, with small more likely to nominate S ooty Recaareh - Novemier 2000,

lack of work as an issue, and medium more likely to
nominate competition and imports.

*Net balance is defined as the difference between the percentage
reporting an increase and the percentage reporting a decrease.
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SALES

Small business sales performance over the past three
months (August - October) fell dramatically by a negative
20 percent net balance. This was the lowest sales'

Value of Sales

Small Medium Total
experience recorded since the Index commenced in 1993. Business Business
Compared to the previous August quarter, the number of Last Quarter

. ) ) ) Experienced Increase 26% 31% 26%

respondents experiencing an increase in sales fell from No Change 28% 39% 28%

39 percent to 26 percent, while those recording a Experienced Decrease 46% 38% 45%

d . Al . d f 33 t to 46 t *Net Balance -20% 7% -19%
ecrease in sales increased from percent to percent. Current Quarter

A net balance of 20 percent of businesses said the Expect Increase 44% 38% 44%

Olympics had a negative effect on their sales during the No Change 36% 40% 36%

Expect Decrease 19% 20% 19%

past quarter. *Net Balance 25% 18% 25%

SOURCE: Yellow Pages® Business Index

Of all the states and territories, the most significant decline Sweeney Research - November 2000

in small business sales performance was recorded in
Queensland, with a net balance of 35 percent. In terms
of industry performance, the most significant falls were
in the hospitality and retail sectors.

Sales Value
Trends in *Net Balance - Small Business Only

60% T T
While small business sales fell dramatically during the o L A /\Expeﬁnci\Expemamns
October quarter, this is not expected to continue into the NG T — B
current quarter (November - January), where sales are oer N /_\///\5/’\x 4
expected to rebound by a positive net balance of 25 0% YN
percent. This may be attributable to the fact the recent \
downturn in sales was influenced by one-off factors like 0

) Experien¢e & Expectations For The iThiee Months Ending:-

the OlympICS' -40%Jan Jul Jan Jul Jdan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
The expected recovery represents the second consecutive Alpgrg‘*oci q’g%oci Alpfr*%oci Aféwoci Affg%oci Affr’ggoci %’Oocif’l
quarter that small businesses have increased their SOURC;&;!%:;?;@ - Esvsénmebsesrlz%%;x

expectations for sales in the forthcoming quarter. Of
concern, however, is whether these expectations will end
up falling well short of reality, as they did for the last
quarter.

A net balance of -20 percent of small businesses were
more likely to identify a decline in sales than medium
businesses (net balance of negative seven percent).
However, they recorded similar results for expectations
of a rebound in sales for the current quarter.

*Net balance is defined as the difference between the percentage
reporting an increase and the percentage reporting a decrease.
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EMPLOYMENT

Size of Workforce

Small Medium

Business Business Total
Last Quarter
Experienced Increase 9% 14% 10%
No Change 84% 75% 84%
Experienced Decrease 7% 10% 7%
*Net Balance 2% 4% 3%
Current Quarter
Expect Increase 13% 21% 13%
No Change 83% 64% 82%
Expect Decrease 4% 14% 4%
*Net Balance 9% 7% 9%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Size of Workforce
Trends in *Net Balance - Small Business Only

20% -
““Experience — Expectations

15% a H

10% N ! B

5% \/ \/_/

N

0% —

5% [~

10% xperiente & Fx m:tmn s For The Three Months Ending:-
10% g

Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct
1994 1995 1996 1997 | 1998 1999 2000 |01

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

What are the Barriers to Taking on New
Employees? - SMEsS

Lack of work I 34%

Cost of employing Ill%
Finding skilled staff | 10%
Lack of cash flow I 10%
Employment conditions I 7%
Don't need more staff 6%
Profitability | 4% Note: Base = those who
Superannuation cost | 4% believe barriers or
Workcare costs | 4% impediments exist (60% of all
respondents;
Retail sales halted | 4% s )

SOURCE: Yellow Pages® Business Index

Sweeney Research - November 2000

Employment recorded minor growth during the past
quarter, with more small businesses experiencing an
increase in employment (nine percent), compared with
the proportion of businesses recording a decline (seven
percent). The most positive employment trends occurred
in Tasmania and Victoria, while noticeable declines were
recorded in the Northern Territory and the Australian
Capital Territory (ACT). On an industry basis, the best
performing sector was finance and insurance (up 18
percent), while the worst result occurred in wholesale
(down four percent).

Expectations for small business employment during the
current quarter were quite buoyant, with a nine percent
net balance of small businesses expecting a rise for the
second consecutive quarter. The most confident states
for the current quarter were South Australia and New
South Wales, with the least confident being Queensland
and the Northern Territory. On an industry basis,
wholesale was the most optimistic sector, representing a
major rebound from the October quarter result. Transport
and storage was the least confident industry.

When asked whether there any particular
impediments preventing small businesses from taking on

were

additional employees, 60 percent said yes and 34 percent
cited lack of work as the most significant barrier. The
next most important reasons were cost of labour, finding
suitable staff and lack of cash flow.

There were comparable trends in employment for small
and medium businesses during the previous quarter.
However, there was an expectation of stronger
performance within medium businesses for the current
quarter.

*Net balance is defined as the difference between the percentage
reporting an increase and the percentage reporting a decrease.

Unileanr Cla s
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WaGges BiLL

Wages growth slowed markedly during the past quarter.
The same number of small busineses recorded an increase
as recorded a decline in their wages and salary costs.
This zero net balance represented a noticeable fall from
the positive net balance of 11 percent recorded in the
August Index. The decline in the November quarter
wages bill mirrored closely the trend in sales for the
quarter.

The previous quarter's negative sentiment was not
expected to continue into the current quarter, with a
positive 15 percent net balance of small businesses
expecting an increase in their wages bill. Thiswas being
driven largely by expectations of higher employment
levels.

Medium businesses recorded significantly higher wages
growth than small businesses during the previous quarter.
This positive digparity in favour of medium businesses
was expected to continue into the current quarter.

Wages Bill _ Wages Bill _
Trends in *Net Balance - Small Business Only
) 30%
Small Medium Total “Experience "~ Expectations
Business Business 25% |- N
Last Quarter
: 20% 15 i,/ TN
Experienced Increase 18% 48% 20% NN \\ LA NN
No Change 58% 39% 57% 15% [ /\ /\ N I
- N\
Experienced Decrease 18% 12% 18% 0% k- \ A /\ / \/ N
I
*Net Balance 0% 36% 2% NN -
w
Current Quarter 5%
Expect Increase 23% 30% 24% 0%
No Change 66% 57% 65% 5% =xperierice& Expettations For TheiThreé Monthg Ending:-
Expect Decrease 8% 12% 8% Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct
*Net Balance 15% 18% 16% 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 [o1
SOURCE: Yellow Pages® Business Index SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000 Sweeney Research - November 2000

*Net balance is defined as the differ ence between the percentage
reporting an increase and the percentage reporting a decrease.
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PRricEs

There has been a clear rise in the proportion of small
businesses increasing their prices over the past two
quarters, most likely reflecting the impact of GST. For
the August - October period, a net 32 percent of small
businessesincreased their prices, following on from a40
percent net balance result in the previous quarter (May -
Jduly).

A breakdown of industry results shows the most
significant price rises were in hospitality and retail.
Industries with the lowest rises were finance and
insurance, and health and community services.

Expectations for the current quarter are identical to the
previous quarter, with anet balance of 26 percent of small
businesses predicting an increase. Industry sectors with
the greatest expectations for price rises are wholesale,
retail, and transport and storage. Industries with the
lowest expectations for price rises are finance and
insurance, communication, hospitality, and property and
business services.

A marginaly higher percentage of small businesses
recorded increases in selling prices relative to medium
businesses during the previous quarter. The current
guarter islikely to be characterised by comparable price
rises between the two sets of businesses.

Prices Charged
Trends in *Net Balance - Small Business Only

Prices Charged
Small Megium Total
Business Business
Last Quarter
Experienced Increase 38% 36% 38%
No Change 56% 58% 56%
Experienced Decrease 6% 6% 6%
*Net Balance 32% 30% 32%
Current Quarter
Expect Increase 28% 27% 28%
No Change 70% 68% 69%
Expect Decrease 2% 5% 2%
*Net Balance 26% 22% 26%
SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

50% B -— . — .
Experience — Expectations
0% [

30% [
0% NG f L] N
Y AN
10% [~ p— —
~N N\

i
0%

7\’

10 L-EXperience & Expectations For TheiThrée Months Endingi-

Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct
1996 | 1997 | 1998 | 1999 | 2000 |o1
SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

* Net balanceisdefined asthediffer ence between the per centagereportingan
increase and the percentagereporting a decrease.

Unileanr Cla s

Page 16 November 2000



BUSINESSINDEX - SMALL & MEDIUM ENTERPRISES

YELLOW PAGES®

CapPiTaAL  EXPENDITURE

Capita expenditure in the previous quarter experienced
a negative seven percent net balance decline in activity.
27 percent of small businesses recorded a decline in
capital expenditure, compared with 20 percent
experiencing arise. Thiswas areversa of the previous
guarter when a positive net balance of seven percent
was recorded. Since current business investment is seen
as an indicator of future economic activity, this points to
the possibility of a more marked economic dowdown in
the year ahead.

Regions and industries recording the most significant
declines were the Northern Territory, and construction
and retail. It islikely the declinein the construction sector
isareflection of generally agreed weak business activity
levels projected for the forthcoming year.

While capital expenditurefell considerably in the previous
guarter, the expected net balance of negative one percent
for the current quarter is not quite asbad and isadefinite
improvement on the previous quarter's projected
expectations of a net balance of -12 percent. The most
positive small businessindustry sector in terms of capita
expenditure expectations was cultural and recreational
services, while the most pessimistic were hospitaity, and
finance and insurance.

Small businessrecorded agreater decline (negative seven
percent net balance) in capital expenditure during the
previous quarter, compared with the negative two percent
outcome for medium businesses. However, the
expectation was for areversal of that trend this quarter,
with ahigher percentage of medium businesses expecting
adeclinein capital expenditure.

Capital Expenditure
Trends in *Net Balance - Small Business Only

Capital Expenditure
Small Medium
} - Total
Business Business
Last Quarter
Experienced Increase 20% 32% 21%
No Change 47% 31% 46%
Experienced Decrease 27% 34% 27%
*Net Balance -7% -2% -6%
Current Quarter
ExpectlIncrease 21% 24% 21%
No Change 51% 41% 50%
Expect Decrease 22% 32% 23%
*Net Balance -1% -8% -2%
SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

15%

10%—/

5%/\\ i o A \
ey i

-10% [

" Experience ~ Expectations

150, LExperiente & Expectatiohs Fof TheiThred Morkhs Ending:-

Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct
1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 o1

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

* Net balanceisdefined asthedifference between the percentagereporting an
increase and the percentagereporting a decrease.
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PROFITABILITY

A significant 47 percent of small businesses reported a
decrease in profitability during the previous quarter,
compared with only 22 percent recording an increase.
The net balance of -25 percent was a substantial decline
compared with the negative two percent recorded in the
previous May - July quarter. It would appear this was
influenced by the revenue side of business, in line with
weak sales performance during the quarter.

Theretail and hospitality sectorsrecorded the worst profit
performance, with the better performing industries being
finance and insurance, and health and community
Services.

Profitability

Medium
Business

Small
Business

Total

Last Quarter
Experienced Increase 22%

30%

29%
26%
42%
-13%

22%
30%
46%
-24%

No Change

Experienced Decrease A7%

*Net Balance -25%
Current Quarter.
Expect Increase
No Change
Expect Decrease

*Net Balance

40%
38%
21% 22% 21%
19% 14% 19%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

36%
40%

40%
38%

Small business proprietors believed the downturniin profits
to be an aberration, since projections for the current
quarter were markedly positive. A heathy 19 percent
net balance expect profits to increase in the current
quarter, with 40 percent expecting an increase and 21
percent expecting a decline. This confidence is most
evident in the health and community services sectors.

Small businesses experienced a far more significant
deterioration in profit performance than medium
businesses during the past quarter. However, both sectors
expected acomparable improvement in profits during the
current quarter.

Profitability
Trends in *Net Balance - Small Business Only

60%
40% /

20% 7T N\N—

0% Vv’ \—
-20% \

Experiente & Expectations Fot The:Thyeé Monihd Ending:-

== Experience —Expectations

N

-40%
Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan
Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct Apr Oct
1994 | 1995 | 1996 1997 | 1998 | 1999 | 2000 o1

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

*Net balanceisdefined asthedifference between the per centagereportingan
increase and the percentagereporting a decrease.
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AssessMeENT oOF FeperaL GovernmMENT Policies

The number of small business proprietors who believed
the Federal Government's policies supported small
business increased dightly during the past quarter. On
the specific issue of the impact of Federal Government
policieson small business, there was a3 percentage points
improvement over the past quarter. This represents the
second consecutive quarterly improvement in attitudes
to the Federal Government.

Key factors behind this improvement, as identified by
small business, ranged in order of importance from the
GST and broader tax reform, to assisting economic
growth, and ageneral view the Government is now more
supportive and interested in small business.

Key reasons small businesseswere critical of the Federal
Government included GST compliance cogts, lack of small
business incentives and recent risesin fuel costs.

It is worthwhile noting that medium businesses were far
more supportive of the Federal Government than small
businesses, with a -17 percent net balance of small
businesses believing Federal policies assisted them,
compared with asmdll positive net balance of two percent
for medium businesses.

Impact of Federal Government Policies

Q.Thinking about the current federal government - do you believe that its
economic and small business policies are likely to have a positive effect, a
negative effect or no affect on your business?

Small Business ' 149 56% 31%

Medium business = 20% 58% 22%

Total Small/Medium | 14% 56% 30%

Positive  No Effect -Negative

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000
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ASSESSMENT OF STATE GOVERNMENT PoLICIES

Bus_l NESSES I the I_\lorthern Terrltlory rema ne(_j the most Impact of State or Territory Government
positive about their Government's policies with respect Policies . SMEs
to S’na” bus n%, Wl th the neXt mog falourable I’ESDOHS?: Q.Thinkir_1g about your state or territory government - do you believe that its economi_c and
g,]araj betW%n TasT]anl a and the ACT The bl ggeg small business policies are likely to have a positive, negative or no effect on your business?
improvers over the past quarter were Tasmania (a net Total (2% oo
balance increase of 21 percentage points) and New South wales (B - "
Queensland (a net balance increase of 12 percentage Victoria ®% 74% 20%
po| nts) Queensland | 15% 64%

) South Australia | 13% 65% 22%
Inthe Northern Territory and Tasmania, the overwhelming Western Australia S = s

. . . Tasmania 15% 2% 13%

reason behind this support was aview both governments Northern Territory sa% a9% 1%
were supportive and interested in small business. In AcT [ 23% s6% 21%
Queensland, the predominant factor was the Positive  NoEffect miNegative SO“RCSEN:;:Q%:;gff usiness Inoex

Government's ability to generate new jobs.

The most negative small business attitudes towards state
and territory governments were split equally between
New South Wales and Victoria. The most negative
attitudes expressed by SMESs regarding the impact of
state and territory governments on their own business,
were aimed at the Victorian and New South Wales
governments. In Victoria, the most significant individual
factor cited for negative attitudes towards the Victorian
State Government was increased workers compensation
costs. In New South Wales, there was a view the State
Government did not understand the needs of small
business.
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THE GST AND THE NEW TAX SYSTEM

Support for introduction of the GST identified in the
August Index continued into small business perceptions
in the November | ndex, albeit at a reduced rate. In the
August Index, a 34 percent net balance of businesses
indicated their support for GST, compared to the 13
percent net balance in support of its ease of
implementation during the last quarter.

During the August-September quarter, SMEs were
generaly supportive when asked about the overall ease
of GST implementation. Fifty four percent of SMEs said
GST implementation had been very easy or quite easy,
compared with 42 percent who thought it had been very
difficult or alittle difficult. The 12 percent net balancein
support of its ease indicated a relatively smooth GST
implementation for the Federa Government.

Key reasons cited for adifficult implementation included
the time required, the amount of paperwork and
complexity. Interestingly, asignificantly higher proportion
of regional businesses (28 percent) found GST
implementation to be relatively easy compared with
metropolitan businesses (seven percent).

Perhaps surprising was the fact larger businesses with
employees numbering between 100 and 199 employees
found the GST most difficult to implement, while smaller
businesses with only one employee ranked second in
terms of ease of implementation.

Ease of Implementing The GST

How easy have you found the implementation of the GST overall?

Very difficult 13%

Can'tsay 3%

Very easy 13%

A little difficult 2%%

41% Quite easy

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Ease of Implementing The GST

by Business Size

Number of Employees

1-2 34 5-9 10-19 20-99 100-199
Very easy 14% 13% 8% 23% 11% 5%
Quite easy 40% 40%  48% 38%  36% 44%
A little difficult 28% 30% 29% 3%  41% 46%
Very difficult 3% 17% 13% 4% 11% 5%
Can't say 4% 0% 2% 0% 1% 0%
Total Easy 55% 53%  56% 61%  47% 49%
Total difficult 41% 47%  42% 39% 52% 51%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000
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SME proprietorswere asked arange of specificquestions Dealing with wholesale salestax alr eady paid on

regarding GST implementation. inventories - on the whole, more businesses found
thiswas easy than difficult, with apositive net balance
Ease of Handling Aspects of the GST response rate of 11 percent of all SMEs.

Very Ouite Alle  Very Cant Contrasting small and medium business sector trends,
easy easy difficut difficult sav |  small businessesfound the implementation of the GST to

Setting your post GST

price levels 2% 3% 20% % 5% berelatively easier on the whole than medium businesses.
gjocmuggnmi(;?gng changes 2% 4% 14% 6% 5% Aspec_ ts of the GST impl emen'_[atlon process t_hat small
Complying with ACCC v s o o 1o business found comparatively easy included
pcing aukteines 24/" 27/" 11;/0 - /° 27/” communicating changesto customers and complying with
St 0% % 5% % 0% .. . . . .
e — ACCC pricing guidelines. Changing accounting and record
9ing ac 9 2%  24% 34% 26% 5% . .

record keeping systems keeping systems was seen by the small business sector
Accounting for wholesale T s -

sales tax alteady paid on 1% 1% 10% 7% 55% to be general_ ly dlfflcglt, but not as dlfflt_:ult as pe_rcel ved
inventories SOURCE: Yellow Pages® Businessindex | DY the medium business sector. Medium businesses

Sueeney Research  November 2000 believed training of staff and accounting for wholesale
* Setting post-GST price levels - 68 percent said ~ Salestax paid on inventories to be easier than the small
this was easy, resulting in a 41 percent net balance ~ business sector.

who indicated the setting of priceswas easy compared
with those who believed it was difficult;

e Communicating GST-related changes to
customers - a significant 75 percent of businesses
believed this aspect of the new tax system was easy,
compared with 20 percent that cited it as difficult.
Hence, a 55 percent net balance of businesses found
this task easy;

* Compliance with Australian Competition and
Consumer Commission (ACCC) pricing
guidelines - 71 percent of businesses thought this
waseasy, and only 13 percent indicated it was difficult
(the lowest response for problems associated with the
new tax system);

e Training of staff to deal with GST implementation
- just over haf of all businesses (51 percent) stated
training was easy and 22 percent thought it was
difficult. The resulting 29 percent net balance response
suggests SMEs found this task relatively easy;

* Changing accounting or record keeping systems
- some 60 percent of SMEs stated this task was a
little or very difficult (the most negative response to
the various aspects of GST implementation). Only 36
percent of businesses thought thiswas easy, giving an
overal net response rate of -24 percent (the only
aspect of GST that SMEs believed to be more difficult

than easy);
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Some 95 percent of SMEs said that they were required
to complete a Business Activity Statement - 4 percent
said that they were not required to do so and 1 percent
did not know. Those who said they were not required to
complete aBAS were invariably very small businesses.

In terms of understanding their obligations to complete
their first BAS, a 55 percent mgjority believed they had
a good or excellent understanding, 30 percent fair, and
15 percent poor or very poor. Manufacturing was the
best response rate by industry sector, with 66 percent
believing their understanding to be good or excellent.
Surprisingly, understanding of BAS aobligations among
SMEs actively seeking expansion was lower than for
those not planning to grow.

Understanding of BAS Obligations

In terms of completing your first Business Activity Statement how
would you describe your understanding of your obligations?

Fair 3(1%

Poor 10%

Very poor 5%

0,
Excellent 10% 45% Good

SOURCE: Yellow Pages® Business Index

Base = Require to complete BAS (95%) Sweeney Research - November 2000

Eighty seven percent of SMEs had seen documentation
provided by the Australian Tax Office (ATO) relating to
the BAS and only 11 percent had not. One percent said
they did not know. More businesses (49 percent) thought
the documentation was difficult to understand than easy
(42 percent).

Rating of Tax Office BAS Documentation
- SMEs

How easy or difficult is it to understand the information?

Very difficult 17% /32% A little difficult

Can'tsay 9%

Very easy 8%

Quite easy 34%

Base = Have seen tax office
documentation (87%)

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

SMESs were asked to nominate the key person in their
businessresponsiblefor completing their BAS. Just under
half of al businesses (48 percent) stated the proprietor
was responsible, followed by the externa accountant at
23 percent and the internal accountant at 11 percent. In
both cases, businesses with one employee relied most
heavily on the proprietor or the external accountant.
Busi nessesemploying between 20 and 99 employeesrelied
more heavily on internal accountants.

More than one-third of SMEs (38 percent) used an
accountant or financial adviser as their primary source
of information when completing the BAS. The next most
worthwhile source of information was materia provided
by the ATO (30 percent of al businesses) and the third
most frequent (11 percent) was the Government's BAS
training seminars. Medium-sized businesses relied most
on materia provided by the ATO and, interestingly, larger
businesses relied more on BAS training seminars than
smaller businesses.

A higher percentage of medium businesses was aware
of the BAS than small businesses. The medium business
sector reported a much higher understanding of their
obligations in respect of BAS and the small business
sector had a significantly greater exposure to BAS
documentation released by the ATO. Medium businesses
believed ATO materials were more easily understood
than small businesses. The small business sector was
more likely to nominate the proprietor as the key person
responsible for completing the BAS, whereas medium
businesses were more likely to nominate the internal
accountant.
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THE SypNeEy 2000 OLympPic GAMES

Regarding the impact of the Olympics on SME sades
performance, (29 percent) more believed it to be negative
than positive (nine percent), giving anegative net balance
of -20 percent. Of al the states and territories, the most
negative response occurred in the Olympics host state,
with New South Wales recording a negative net balance
of -27 percent.

Comparing prior expectations of the Olympics impact
on SMEs with the actua redlity post-Games, the view
was marginaly negative. Twelve percent of SMEs
thought the impact was worse than expected, compared
with eight percent who thought it was better than
expected.

Impact of the Olympics on Sales
Performance - SMES

Q. Do you believe that the Olympics have had a positive impact, a negative
impact or no impact on your sales performance over the past three months?

Total 9% 62%
New South Wales | 14% 45%
Victoria 7% 68%
Queensland 5% 71%
South Australia | 9% 68%
Western Australia 5% 81%
Tasmania 11% 70%
Northern Territory 8% 66%
A.C.T 10% 62%

Positive ~ No Effect ™ Negative =~ SOURCE: Yellow Pages® Business Index

Sweeney Research - November 2000
Metropolitan businesses were far more likely to identify
the Olympics as having a negative impact on sales than
regional businesses.

Between 11 and 20 percent was the most frequent range
SMEs cited for adverse impact on sales performance as
a result of the Olympics. The most frequent range for
businesses stating a positive impact on saleswas 1 to 5
percent.

The most frequent explanation (23 percent) cited for the
negative impact of the Olympics on sales performance
was that "everything went on hold" during that time. The
next most frequent responses were "people just stayed
home" (22 percent), "everyone went to the Olympics'
(21 percent) and "a genera decline in business occurred
during and after the event” (19 percent). For SMEswhose
sales performance was impacted positively by the
Olympics, the most frequently cited reason was the
provision of labour or products to the event (39 percent).
The next most frequent responses were "the Olympics
generated more sales’ (18 percent) and "the positive
attitude people got from the Games' (18 percent).

Comparison to Expectations
SMEs

Q. Compared to your expectations before the Olympics - would you say that
the impact on your business was better than you anticipated, worse than you
anticipated or about what you anticipated?

No different 80%
s

Better 8%
Worse 12%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

On thewhole, there was an overwhelmingly strong view
(70 percent) that the Olympics were great for the
Australian economy, with only 11 percent of SMEs
believing they were not.

Comparing trends between the small and medium business
sectors, small businesses were more likely to nominate
the Olympics as having a negative impact on their sales
during the quarter. Also, more medium businesses
believed the Olympics had a positive impact on the
economy relative to small businesses.

The most memorable Gameshighlightsidentified by SMEs
were the opening ceremony (41 percent), Cathy
Freeman's 400-metre race (nine percent), the 4x100
metre freestyle swimming relay team (seven percent)
and the closing ceremony (six percent).

Perceived Impact on Economy
SMEs

Q. Would you agree, disagree or neither agree nor disagree that the 2000
Sydney Olympic Games were great for Australia’'s economy?

Neutral 19% N

Disagree 11%7
UAQree 70%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000
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INTEREST RATES

In response to questioning about the likely direction for
interest rates, amajority of SMEs (80 percent) believed
they would be higher in ayear's time. Only four percent
thought they would decline and 16 percent that they would
remain around today'slevel. Small businesseswere more
likely to believe interest rateswould be higher (80 percent)
than medium businesses (67 percent).

Between 0.6 and 1 percent was the most cited (35
percent) response for expectations about the likely
magnitude of interest rate rises, followed by 1.1-2 percent
(33 percent) and up to 0.5 percent (18 percent).

Of those SMEs who believed interest rates would rise,
just under half (47 percent) said this would have no real
impact on their business and around two-fifths (39
percent) that it would have only aminor impact. Only 14
percent thought interest rate rises would have a major
impact, with the three sectors most concerned being (in
order) trangport and storage, hospitality, and heath and
community services.

Interest ratesrises were expected to have the most likely
negative effect on company profits, with 93 percent of
al businesses indicating profitability would definitely or
probably reduce. The next most likely effect would be to
constrain further borrowing, followed by an expected
reduction in capita expenditure. SMEssaid theleast likely
effect would be for them to increase selling prices as a
result of increasing interest rates.

Small businesseswere morelikely to believeinterest rates
would be higher (80 percent), compared with medium
businesses (67 percent).In terms of the magnitude of the
increasein interest rates, small businesswere morelikely
to nominate higher increases than medium businesses,
and ahigher percentage of small businesses said interest
rate rises would have an impact on their business. Small
business also stated that increased interest rates would
constrain their business expansion plans and further
borrowing, and reduce expenditure on marketing activities.
Medium businesses thought higher interest rates would
belikely to reduce their ability to employ more staff and
increase their selling prices.

Expectations on Interest Rates
SMEs

Q.In ayear's time, do you expect interest rates to be higher, lower, or about
the same as they are now?

Lower 4%
N

Same 16% 7]

\ /{‘Higher 80%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Expected Impact on Business
SMEs

Q. What impact would such an increase have on your business? For
example, will this result in a major increase, a minor increase or no real
increase in your business loans or finance costs

No impact 47%\

Major impact 14Mnor impact 39%

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Base = Expect Increase

Likely Impact of Increased Rates on Business

SMEs
- . Probably

Would you expect to... Definitely ~ Probably  Possibly Not
Reduce your expenditure on o o o o
capital equipment 62% 9% 3% %
Caonstrain further horrowings 62% 14% 6% 18%
Constrain your plans to 0 o 0 0
expand the business 53% 9% 13% 24%
Reduce your profitability 78% 15% 1% 6%
Increase your selling prices 34% 11% 12% 43%
Reducg your likelihood of 60% 8% 2% 0%
employing more staff

Reduce your marketing 3% 17% 2% 6%

activity and expenditure

SOURCE: Yellow Pages® Business Index
Sweeney Research - November 2000

Base = Expect Increase
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Small Business Outlook - National

In this section, we have only been able to look at small business trends because data for small versus medium trends
in each state and territory was not available. In subsequent editions of the Index, we will be able to review SME

trends.

» Small business confidence levels have fallen based on perceptions of a Slowing economy
» Sdes growth dowed dramatically, influenced in part by the Olympics

¢ Businesses more confident about their own business prospects than prospects for the economy

¢ Expectations for short-term employment levels have improved
* Margind rise in approva rating for the Federal Government
» GST implementation relatively easy

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - NATIONAL
SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 62 52 61 53 54
PROSPECTS IN NEXT 12 MONTHS ~ NEGATIVE 21 26 19 23 23
NET BALANCE +41 +26 +42 +30 +31
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT | AUG-OCT FEB-APR  MAY-JUL AUG-OCT NOV-JAN | NOV-JAN
99/00 00 00 00 00 00 00 00  00/01 | 00/01
% % % % % % % % % %
INCREASE 44 37 39 26 26 47 34 42 44 44
SALES VALUE: DECREASE 25 33 33 46 45 13 29 23 19 19
NETBALANCE | +19  +4 +6 -20 -19 +34  +5 419 425 | +25
SIZE OF INCREASE 9 1 9 9 10 14 10 1 13 13
WORKFORCE: DECREASE 9 9 8 7 7 3 6 5 4 4
NET BALANCE 0 +2 +1 +2 +3 +11  +4 +6 +9 +9
INCREASE 24 23 24 18 20 23 20 24 23 24
WAGESBILL:  DECREASE 12 13 13 18 18 6 1 9 8 8
NETBALANCE | +12  +10  +11 0 +2 +17  +9  +15  +15 | +16
PRICES: INCREASE 20 20 46 38 38 31 55 29 28 28
DECREASE 5 4 6 6 6 2 5 3 2 2
NETBALANCE | +15  +16  +40  +32 +32 +29  +50  +26  +26 | +26
INCREASE 36 30 31 22 22 42 28 38 40 40
PROFITABILITY: DECREASE 26 34 33 47 46 12 29 25 21 21
NET BALANCE | +10 -4 -2 -25 -24 +30 -1 +13  +19 | +19
CAPITAL INCREASE 26 23 27 20 21 29 24 17 21 21
EXPENDITURE: DECREASE 20 24 20 27 27 19 27 29 22 23
NET BALANCE | +6 -1 +7 -7 -6 +10 -3 -12 -1 -2

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - NSW

» Confidence declined during the previous quarter, in line with national trend

¢ Declinein sales even more dramatic than the national decline - influenced by the Olympics
» Expectations for employment trends quite buoyant

» Business confidence in investment performance comparatively strong

¢ Attitudes towards State Government remain relatively negative

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - NSW

SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 66 55 63 55 56
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 20 25 19 21 21
NET BALANCE +46 +30 +44 +34 +35
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT | AUG-OCT | FEB-APR MAY-JUL AUG-OCT NOV-JAN | NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 00/01
% % % % % % % % % %
INCREASE 47 37 40 27 27 49 35 46 48 48
SALES VALUE: DECREASE 23 34 25 45 45 12 28 25 22 21
NET BALANCE +24 +3 +15 -18 -18 +37 +7 +21 +26 +27
SIZE OF INCREASE 7 11 8 8 8 18 13 12 16 16
WORKFORCE: DECREASE 10 10 7 6 7 3 7 5 3 3
NET BALANCE -3 +1 +1 +2 +1 +15 +6 +7 +13 +13
INCREASE 25 22 20 16 17 27 21 26 24 24
WAGES BILL: DECREASE 14 17 14 15 15 4 14 9 8 8
NET BALANCE +11 +5 +6 +1 +2 +23 +7 +17 +16 +16
PRICES: INCREASE 22 18 42 36 36 32 52 24 24 24
DECREASE 4 4 6 4 4 1 54 4 3 3

NET BALANCE +18 +14 +36 +32 +32 +31 +47 +20 +21 +21

INCREASE 41 32 30 22 22 42 29 43 43 42
PROFITABILITY: DECREASE 23 34 35 46 46 12 31 25 25 25
NET BALANCE +18 -2 -5 -24 -24 +30 -2 +18 +18 +17
CAPITAL INCREASE 28 21 25 20 21 29 27 17 21 21
EXPENDITURE: DECREASE 15 26 21 22 23 13 25 25 17 17
NET BALANCE +13 -5 +4 -2 -2 +16 +2 -8 +4 +4

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - Victoria

» Business confidence held up relatively well compared with other states
» Expectations for a significant rebound in sales for the current quarter
» Wages pressures expected to be comparatively high

¢ High expectations of improved

profitability

« Negative perceptions of the State Government remain due to increased workers compensation costs

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - VICTORIA
SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 65 49 56 52 53
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 17 29 22 22 21
NET BALANCE +48 +20 +34 +30 +32
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT | AUG-OCT | FEB-APR MAY-JUL AUG-OCT NOV-JAN | NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 00/01
% % % % % % % % % %
INCREASE 44 36 39 24 24 46 34 37 39 39
SALES VALUE: DECREASE 24 30 31 41 40 15 32 25 16 17
NET BALANCE +20 +6 +8 -17 -16 +31 +2 +12 +23 +22
SIZE OF INCREASE 8 14 12 10 11 14 6 13 10 10
WORKFORCE: DECREASE 8 7 8 5 5 3 4 5 3 4
NET BALANCE 0 +7 +4 +5 +6 +11 +2 +8 +7 +6
INCREASE 21 24 27 21 23 26 18 26 22 23
WAGES BILL: DECREASE 9 9 12 18 18 7 8 7 8 8
NET BALANCE +12 +15 +15 +3 +5 +19 +10 +19 +14 +15
PRICES: INCREASE 14 17 45 46 45 28 61 38 29 28
DECREASE 8 5 8 6 6 1 3 3 1 1
NET BALANCE +6 +12 +37 +40 +39 +27 +58 +35 +28 +27
INCREASE 35 27 30 23 23 42 28 33 36 37
PROFITABILITY: DECREASE 24 35 32 43 42 13 28 26 18 17
NET BALANCE +11 -8 -2 -20 -19 +29 0 +7 +18 +20
CAPITAL INCREASE 27 25 26 19 20 30 23 17 26 26
EXPENDITURE: DECREASE 20 22 12 29 29 21 32 34 21 22
NET BALANCE +7 +3 +14 -10 -9 +9 -9 -17 +5 +4

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - Queensland

* Business confidence declines faster than national trend

» Salestrends for the previous quarter weakest of any state

» Profit trends for same quarter lowest of any state

¢ Businessinvestment projected to be lower than national trend

e State Government recorded another noticeable improvement in its approva rating

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - QUEENSLAND
SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 51 44 61 48 48
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 29 29 18 26 26
NET BALANCE +22 +15 +43 +22 +22
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT |AUG-OCT | FEB-APR MAY-JUL AUG-OCT NOV-JAN | NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 00/01
% % % % % % % % % %
INCREASE 44 35 37 23 24 46 37 39 44 43
SALES VALUE: DECREASE 26 36 34 57 56 12 23 19 20 21
NET BALANCE +18 -1 +3 -34 -32 +34 +14 +20 +24 +22
SIZE OF INCREASE 8 11 11 9 11 11 11 8 10 11
WORKFORCE: DECREASE 11 9 8 7 7 3 7 7 5 6
NET BALANCE -3 +2 +3 +2 +4 +8 +4 +1 +5 +5
INCREASE 30 25 27 16 20 17 21 19 21 22
WAGES BILL: DECREASE 12 13 9 25 24 10 9 10 10 11
NET BALANCE +18 +12 +18 -9 -4 +7 +12 +9 +11 +11
PRICES: INCREASE 23 25 54 36 35 33 53 23 32 30
DECREASE 6 2 5 7 9 2 5 4 4 4
NET BALANCE +17 +23 +49 +29 +26 +31 +48 +19 +28 +26
INCREASE 34 30 30 19 19 39 30 33 39 38
PROFITABILITY: DECREASE 30 38 36 58 56 14 26 28 20 21
NET BALANCE +4 -8 -6 -39 -37 +25 +4 +5 +19 +17
CAPITAL INCREASE 23 25 25 18 19 30 23 18 19 20
EXPENDITURE: DECREASE 24 24 21 30 32 19 28 25 28 30
NET BALANCE -1 +1 +4 -12 -12 +11 -5 -7 -9 -10

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - SA

» Business confidence remains strongest in the country

» Sdes performance declined significantly in line with nationd trends
» Employment trends expected to outperform the national outlook

« Projected investment activity for current quarter looks particularly weak
¢ Margina improvement in State Government approva rating

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - SOUTH AUSTRALIA
SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 70 57 67 62 61
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 15 22 10 21 22
NET BALANCE +55 +35 +57 +41 +39
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT AUG-OCT FEB-APR MAY-JUL AUG-OCT NOV-JAN NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 00/01
% % % % % % % % % %
INCREASE 45 35 40 28 29 47 33 49 46 45
SALES VALUE: DECREASE 22 24 31 45 44 16 27 16 14 14
NET BALANCE +23 +11 +9 -17 -15 +31 +6 +33 +32 +31
SIZE OF INCREASE 9 5 8 7 9 7 9 12 18 17
WORKFORCE: DECREASE 4 4 9 5 5 2 5 4 1 2
NET BALANCE +5 +1 -1 +2 +4 +5 +4 +8 +17 +15
INCREASE 22 16 23 18 20 17 18 27 28 28
WAGES BILL: DECREASE 14 9 12 23 23 3 14 11 6 7
NET BALANCE +8 +7 +11 -5 -3 +14 +4 +16 +22 +21
PRICES: INCREASE 15 28 42 45 45 30 60 31 36 35
DECREASE 2 0 3 6 6 3 5 2 2 3
NET BALANCE +13 +28 +39 +39 +39 +27 +55 +29 +34 +32
INCREASE 38 33 33 24 24 42 30 43 38 38
PROFITABILITY: DECREASE 23 27 29 48 48 12 26 18 19 21
NET BALANCE +15 +6 +4 -24 -24 +30 +4 +25 +19 +17
CAPITAL INCREASE 24 20 33 21 22 29 22 23 13 16
EXPENDITURE: DECREASE 24 21 28 33 33 28 27 27 26 27
NET BALANCE 0 -1 +5 -12 -11 +1 -5 -4 -13 -11
* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - WA

» Business confidence drops faster than the national experience

» Expectations for noticeable rebound in sales performance for the current quarter
» Profitability also projected to rebound strongly this quarter

e Expectations for capital expenditure remain subdued

e State Government has alow level of support

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - WESTERN AUSTRALIA

SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 60 55 61 51 51
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 18 25 16 28 28
NET BALANCE +42 +30 +45 +23 +23
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT |AUG-OCT | FEB-APR MAY-JUL AUG-OCT NOV-JAN | NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 0o/01
% % % % % % % % % %
INCREASE 33 41 34 25 25 46 24 45 46 46
SALES VALUE: DECREASE 34 39 29 44 44 10 35 17 16 16
NET BALANCE -1 +2 +5 -19 -19 +36 -11 +28 +30 +30
SIZE OF INCREASE 10 9 7 11 11 9 7 11 12 12
WORKFORCE: DECREASE 5 15 8 11 11 7 7 2 5 6
NET BALANCE +5 -6 -1 0 0 +2 0 +9 +7 +6
INCREASE 18 21 21 17 18 16 25 23 25 24
WAGES BILL: DECREASE 11 16 14 19 19 11 14 6 5 6
NET BALANCE +7 +5 +7 -2 -1 +5 +11 +17 +20 +18
PRICES: INCREASE 22 17 51 30 30 33 52 30 35 35
DECREASE 1 3 7 7 7 1 5 2 2 2

NET BALANCE +21 +14 +44 +23 +23 +32 +47 +28 +33 +33

INCREASE 23 29 30 20 20 46 21 39 45 44
PROFITABILITY: DECREASE 35 38 25 45 45 8 33 22 17 17
NET BALANCE -12 -9 +5 -25 -25 +38 -12 +17 +28 +27
CAPITAL INCREASE 24 19 29 23 23 27 21 12 14 15
EXPENDITURE: DECREASE 30 27 25 28 29 22 23 36 26 26
NET BALANCE -6 -8 +4 -5 -6 +5 -2 -24 -12 -11

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Qutlook - Tasmania

» Business confidence levels have held up, while the nationa trend weakens
» Sales projections for the current quarter forecast strong recovery
» Profitability also expected to record strong performance in the current quarter

¢ Business investment represents the weakest element of future business activity
e State Government recorded biggest increase in approval

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - TASMANIA
SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 57 56 56 55 56
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 22 21 24 24 23
NET BALANCE +35 +35 +32 +31 +33
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT AUG-OCT FEB-APR MAY-JUL AUG-OCT NOV-JAN NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 00/01
% % % % % % % % % %
INCREASE 41 36 33 29 29 41 20 36 46 46
SALES VALUE: DECREASE 27 30 43 42 41 18 33 31 11 11
NET BALANCE +14 +6 -10 -13 -12 +23 -13 +5 +35 +35
SIZE OF INCREASE 14 11 8 18 18 12 7 9 11 11
WORKFORCE: DECREASE 15 2 6 7 7 5 13 9 3 3
NET BALANCE -1 +9 +2 +11 +11 +7 -6 0 +8 +8
INCREASE 22 19 23 16 17 20 14 23 26 26
WAGES BILL: DECREASE 14 7 14 15 14 7 15 14 5 5
NET BALANCE +8 +12 +9 +1 +3 +13 -1 +9 +21 +21
PRICES: INCREASE 21 12 49 41 40 19 51 34 33 32
DECREASE 6 8 8 6 6 5 11 0 3 3
NET BALANCE +15 +4 +41 +35 +34 +14 +40 +34 +30 +29
INCREASE 40 33 34 24 24 40 18 32 42 42
PROFITABILITY: DECREASE 36 24 37 44 43 18 39 32 10 10
NET BALANCE +4 +9 -3 -20 -19 +22 -21 0 +32 +32
CAPITAL INCREASE 25 18 28 14 16 16 21 17 14 14
EXPENDITURE: DECREASE 27 26 13 26 26 27 23 46 31 31
NET BALANCE -2 -8 +15 -12 -10 -11 -2 -29 -17 -17

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - NT

» Business confidence falls in line with nationa experience
* Recovery in saes expected to be less pronounced than the national trend
» Lesssignificant rebound in profits forecast for the current quarter
¢ Businessinvestment expected to remain particularly weak
e Territory Government remains by far the most popular in the country

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - NORTHERN TERRITORY
SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 67 60 55 49 49
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 18 16 20 24 23
NET BALANCE +49 +44 +35 +25 +26
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT AUG-OCT FEB-APR MAY-JUL AUG-OCT NOV-JAN NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 ] 00/01
% % % % % % % % % %
INCREASE 39 37 40 33 33 57 44 37 43 43
SALES VALUE: DECREASE 26 41 42 45 46 7 24 22 31 31
NET BALANCE +13 -4 -2 -12 -13 +50 +20 +15 +12 +12
SIZE OF INCREASE 12 9 15 8 9 23 18 13 17 17
WORKFORCE: DECREASE 23 9 9 14 14 5 9 8 10 11
NET BALANCE -11 0 +6 -6 -5 +18 +9 +5 +7 +6
INCREASE 24 18 31 23 25 30 25 29 24 25
WAGES BILL: DECREASE 15 22 22 19 20 8 9 13 17 16
NET BALANCE +9 -4 +9 +4 +5 +22 +16 +16 +7 +9
PRICES : INCREASE 14 24 40 32 30 31 55 27 26 27
DECREASE 2 9 10 8 9 3 0 4 1 1
NET BALANCE +12 +15 +30 +24 +21 +28 +55 +23 +25 +26
INCREASE 30 27 33 23 23 55 39 41 41 41
PROFITABILITY: DECREASE 27 41 38 52 52 7 23 28 29 29
NET BALANCE +3 -14 -5 -29 -29 +48 +16 +13 +12 +12
CAPITAL INCREASE 27 28 28 19 19 40 32 29 13 13
EXPENDITURE: DECREASE 27 22 21 37 37 17 29 32 29 30
NET BALANCE 0 +6 +7 -18 -18 +23 +3 -3 -16 -17

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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Small Business Outlook - ACT

Business confidence falls, but remains stronger than national trend
Sales held up well against every other part of the country
Employment trends look positive

Profitability expected to recover

Reasonable support for ACT Government continues

TRENDS IN PAST THREE MONTHS' EXPERIENCE AND
CURRENT QUARTER EXPECTATIONS - ACT

SMALL BUSINESS SMALL/MEDIUM
FEB 2000 MAY 2000 AUG 2000 NOV 2000 NOV 2000
% % % % %
CONFIDENCE IN OWN BUSINESS POSITIVE 69 64 65 57 57
PROSPECTS IN NEXT 12 MONTHS NEGATIVE 15 20 17 20 20
NET BALANCE +54 +44 +48 +37 +37
ACTUAL EXPERIENCE DURING: EXPECTATIONS FOR:
SMALL SMALL/ SMALL SMALL/
BUSINESS MEDIUM BUSINESS MEDIUM
NOV-JAN FEB-APR MAY-JUL AUG-OCT AUG-OCT FEB-APR MAY-JUL AUG-OCT NOV-JAN NOV-JAN
99/00 00 00 00 00 00 00 00 00/01 | 00/01
% % % % % % % % % %
INCREASE 53 38 48 39 39 51 30 34 39 40
SALES VALUE: DECREASE 7 17 19 34 34 9 20 26 15 16
NET BALANCE +46 +21 +29 +5 +5 +42 +10 +8 +24 +24
SIZE OF INCREASE 13 18 15 4 4 17 14 13 18 18
WORKFORCE: DECREASE 10 7 8 9 9 4 3 2 7 7
NET BALANCE +3 +11 +7 -5 -5 +13 +11 +11 +11 +11
INCREASE 25 24 29 28 30 30 25 33 21 21
WAGES BILL: DECREASE 10 7 7 12 12 5 3 2 8 8
NET BALANCE +15 +17 +22 +16 +18 +25 +22 +31 +13 +13
PRICES: INCREASE 22 28 56 32 32 28 64 22 26 26
DECREASE 2 1 2 5 6 5 2 3 0 1
NET BALANCE +20 +27 +54 +27 +26 +23 +62 +19 +26 +25
INCREASE 46 42 43 36 36 47 31 32 40 39
PROFITABILITY: DECREASE 14 16 18 29 29 11 26 27 13 14
NET BALANCE +32 +26 +25 +7 +7 +36 +5 +5 +27 +25
CAPITAL INCREASE 30 19 33 24 25 18 18 13 23 23
EXPENDITURE: DECREASE 27 23 22 23 23 33 34 34 22 22
NET BALANCE +3 -4 +11 +1 +2 -15 -16 -21 +1 +1

* Net balance is defined as the difference between the percentage of small businesses reporting an
increase and the percentage reporting a decrease.
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1. Internet

The Business Index reports are updated each quarter (February, May, August and November). The latest report can be
accessed on the Pecific Access corporate Internet site under the SME section at: http://www.pacificaccess.com.au

2. Faxback Service

Phone 1902 267 550 and the latest report will be sent to your nominated fax number. The cost of this cal is charged a a
flat rate of $11. Calls from mobile and public pay phones are charged a a higher rate.

(Note: Existing subscribers will continue to be sent copies until the subscription expires.)

YELLow Paces® Business | NDEX " SPeciaL REPORTS"

Since the inception of the Small Business Index, a range of Specia Reports has been produced. Magjor reports include:
E-COMMERCE AND COMPUTER TECHNOLOGY IN SME's- ANNUALLY 1995 TO JUNE 2000

FINANCE & BANKING ISSUES - AUGUST 1993, AUGUST 1995 & NOVEMBER 1999

ATTITUDES TO CHANGESIN FBT - JULY 1999

WORKERS COMPENSATION & WORKPLACE SAFETY - NOVEMBER 1998

THE PAPERWORK BURDEN ON SMALL BUSINESS - OCTOBER 1996

WOMEN IN BUSINESS - JULY 1994 & FEBRUARY 1996

ATTITUDES TO GOVERNMENT - OCTOBER 1994 & NOVEMBER 1995

For further information please contact:  Pacific Access
Public Affairs Department
PH: (03) 9201 4258
FAX: (03) 9246 4876

Pacific Access is a leading Australian online search, directories and media business. It provides print, voice and online
products and services to nearly 400,000 customers nationally.

As a national, wholly-owned Telstra subsidiary, Pacific Access manages two of Australia's leading brands, Yellow
Pages® and White Pages™, location and navigation brand, Whereis™, and one of Australias premier Internet search
engines, GOeureka™. Together, These brands form a unique ‘transaction hub' in Australia, providing the directions and
means by which people can buy, meet, sell, trade, search and communicate.

Pacific Access Pty Ltd was established in Melbourne, Augtralia in 1991.

More than 80% of Pacific Access Yellow Pages directory customers are smal and medium businesses. The company is
committed to supporting this vital sector of the business community through a number of initiatives such as the Yellow
Pages Business Index™ Smadl and Medium Enterprises, the Yelow Pages® Business Ideas Grants and the Yelow Pages®
Global Entrepreneurship Monitor, Australia.

®and ™ Registered trade mark and trade mark of Telstra Corporation Limited
© Telstra Corporation Limited 2000

The material contained in this publication is general only and is not intended as advice on any particular matter. No reader should
act or fail to act on the basis of this report. Pacific Access Pty Ltd disclaims to the maximum extent permitted by law all liability,

costs and expenses incurred by any person in connection with the content of this report.




