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METHODOLOGICAL REVIEW ON THE UNIT BUSINESS COST
INDEX FOR MANUFACTURING INDUSTRY
(BASE YEAR 2010 = 100)

l. INTRODUCTION

1. The Singapore Department of Statistics (DOS) has recently completed the
methodological review of the quarterly Unit Business Cost Index (UBCI) for the
manufacturing industry. These improvements ensure the continued relevance of the
UBCI in monitoring business cost in the manufacturing industry. In line with the
recent rebasing of the national accounts to reference year 2010, the quarterly UBCI
data series is re-scaled from base year 2005 to base year 2010.

2. This paper is structured as follows: Section Il explains the key methodological
improvements to the quarterly UBCI estimates. Section 11l analyses underlying trends
of the 2010-based UBCI. Further details on the underlying concepts and coverage of
UBCI are available in the Annex. The revised UBCI series is included in the
Appendix.

1. METHODOLOGICAL IMPROVEMENTS

3. The UBCI for manufacturing measures the relative business cost of producing
one unit of real manufacturing output. The main components of business cost are
labour cost, services cost and government rates and fees. Table 1 below summarizes
the methodological improvements to the UBCI, which focuses on the non-labour cost
component (i.e. services cost and government rates and fees). The underlying
methodology and data sources for the labour cost component remain unchanged. An
overview of the major components of total business cost is shown in Chart 1.

Table 1: Methodological Improvements to UBCI

SIN Issue Previous Revised

1)  Benchmark Data & Benchmark data are based on 5-  Benchmark data are based on

Proxy Indicators yearly Input-Output (I0) tables,  more timely annual data from
extrapolated by relevant Census of Manufacturing
quarterly price indicators. Activities (CMA), extrapolated

by data available from Monthly
Survey of Manufacturing
Activities (MMA).

2)  Productivity of Previous methodology accounts = Revised methodology accounts
Inputs for the changes in productivity of = for changes in productivity of
labour inputs. both labour and non-labour
inputs.

Refer to Annex for details.



Chart 1: An Overview of the Major Components of Business Cost in UBCI

Total
Business
Cost
Total Labour Cost Total Non-Labour Cost
e Wages & Salaries in Cash Services Government
(e.g Basic wage and bonuses) Cost Rates and Fees”

o Benefits in Kind |
(e.g. Medical and housing
allowances)

e Work given out

e Employers’ Contribution * Royalties payments

(e.g. Employer’s CPF

S o Utilities
contribution) « Property tax
e Other Labour-Related Costs * Others .
(e.g. Foreign worker levy and (e.g. Professional fees, rental, * Others
skill development levy) transport and advertising fees) (e.9. Road tax)

* Government rates and fees refer to non-labour related taxes on production. Labour-related taxes on production
(e.g. foreign workers levy) are classified under labour cost. Taxes on income (e.g. corporate income tax) are
excluded from government rates and fees in UBCI.

I11.  ANALYSIS
Growth of revised 2010-based UBCI more pronounced

4. The methodological review resulted in a more pronounced growth for the
2010-based UBCI compared to the 2005-based series (Chart 2). This could mainly be
attributed to inherent fluctuations underlying the productivity of non-labour inputs and
the incorporation of benchmark data from the Census of Manufacturing Activities
(CMA).



Chart 2: Growth of 2005-based UBCI and 2010-based UBCI,
1Q 2011 -3Q 2014
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Non-Labour Component More Volatile in UBCI Growth

5. Chart 3 shows the underlying growth of the labour and non-labour components
of UBCI.

Chart 3: Growth of Labour and Non-Labour Components of UBCI,
1Q 2011 - 3Q 2014
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6. It is interesting to note that the volatility in the growth of the labour component

of UBCI (i.e. unit labour cost) could largely be attributed to fluctuations in real VA
(Chart 4). On the other hand, the volatility in the growth of the non-labour component
of UBCI (i.e. unit non-labour cost) is contributed by both fluctuations in growth of
real VA and total non-labour cost (Chart 5).



Chart 4: Growth of Total Labour Cost and Real VA,
1Q 2011 -3Q 2014
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Chart 5: Growth of Total Non-Labour Cost and Real VA,
1Q 2011 - 3Q 2014
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Stable Share of Labour Cost in Total Business Cost

7. Table 2 shows the composition of total business cost from 2010 to 2013. The
share of labour cost has remained fairly stable, contributing to about a quarter of total
business cost in manufacturing. Non-labour cost contributed to the remaining three-
quarter of total business cost with royalties payments (21 per cent), work given out
(18 per cent) and utilities cost (10 per cent) forming the bulk of services costs in 2013.
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2011
2012
2013

V.

8.

Table 2: Share of Components of Business Cost in UBCI,
2010 - 2013

Total Labour
cost

100.0 25.8

100.0 25.3

100.0 24.5

100.0 25.0

CONCLUSION

Total

73.8
74.1
75.0
74.4

Work
given out
20.0

18.4
18.0
17.9

Services cost
Royalties

19.3
20.2
21.5
21.3

Utilities

8.8
10.3
10.2

9.6

Others

25.7
25.2
25.3
25.6

Per Cent

Government
rates & fees

0.4
0.6
0.5
0.6

The successful review of the methodology and data sources of the UBCI from

reference year 2010 ensures its continuing relevance for monitoring business cost in
the manufacturing industry.

Singapore Department of Statistics

November 2014



ANNEX
(A)  Concept of Unit Business Cost Index (UBCI) for Manufacturing

1. The UBCI measures changes in the relative business cost of producing one unit
of real manufacturing output, where business cost comprises both labour and non-
labour cost.

2. The Unit Labour Cost (ULC), which measures labour cost per unit of real VA,
may be expressed as the average labour cost divided by the productivity of labour
inputs by introducing employment into equation (1).

Unit Labour Cost (ULC) = Total Labour Cost (TLC)
nit Labour Cost (ULC) = Real Value Added (VA)
_ Total Labour Cost (TLC) / Total Employment
~ Real Value Added (VA)/ Total Employment
_ Average Labour Cost 1)
"~ Productivity of Labour Inputs
3. Extending the similar concept from ULC, UBC takes into account both changes
in productivity of labour and non-labour inputs as shown in equation (2).
Unit Busi Cost (UBC) = Total Business Cost (TBC)
it Business Los ~ Real Value Added (VA)
_ Total Labour Cost (TLC) N Total Non — Labour Cost (TNLC)
Real Value Added (VA) Real Value Added (VA)
Average Labour Cost Average Non — Labour Cost @

- Productivity of Labour Inputs = Productivity of Non — Labour Inputs

4. The UBC can be subsequently expressed as an index by dividing it over its
value at the base year (UBC,) (i.e. 2010=100) as shown in equation (3).

Unit Busi Cost Index (UBCI) = Unit Business Cost (UBC) 100 3)
fit busimess Lost index " Unit Business Cost at base year (UBC,)

5. To ensure a continuous time series, historical series of the 2005-based UBCI
prior to 2010 are re-scaled using the following formula as shown in equation (4).

annual UBCI 544 in 2010

UBCl,010 = UBCI 5005 X
2010 2005 " annual UBCI 45 in 2010

(4)



(B) Coverage of Unit Business Cost Index (UBCI) for Manufacturing

1. Total business cost comprises labour cost and non-labour cost (i.e. services cost
and government rates and fees). In general, operating expenses (except material costs*
and depreciation?) are included in total business cost of the UBCI. Non-operating
expenses (e.g. corporate income tax, capital expenditure and interest/dividends) are
excluded.

2. As an illustration, Chart A.1 shows selected expenses from profit & loss
income statement which are classified as business cost in UBCI for manufacturing.

Chart A.1: Selected Expenditure Items Included in Total Business Cost

Income Statement Structure

Other Income/Expenses
- Interest/Dividend

~J Government
Rates and Fees

Income before Taxes

Income Taxes
- Corporate income tax

Items Business
Mot Sales R Labour
et Sales Revenue Cost
Less Costs of Goods Sold ]
- Material Costs / x
- Wages and Salaries / Total
M BUS|neSS
Cost
Operating Expenses -
- Foreign workers’ levy \ Services
- Work given out  —] Cost
- Royalties | v
- Property tax \
: |II?)g|£a;(rllet:ai)z:1tion ;/ Total
Non-Labour
Operating Income Cost
\
X

Income after Taxes

! As raw materials are largely imported, material cost such as the commodity prices of raw materials apply not only to
Singapore but also to other countries. Hence, material cost is excluded from the computation of the UBCI.

2 Depreciation is not considered as a business cost in UBCI because it is largely a non-monetary expense. While
depreciation is recorded as an expense in the profit & loss income statement, no explicit cost was incurred during the period.
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APPENDIX

Table A.1 Unit Business Cost Index for Manufacturing,
1Q 2010 - 3Q 2014

Index (2010 = 100)

Overall Unit Labour Services Cost Government
Cost Rates & Fees
2010 1Q 102.5 115.5 97.7 141.9
20 86.7 78.9 89.5 80.5
30 98.6 92.4 100.9 73.6
4Q 112.2 113.1 111.9 104.0
2011 10 92.0 105.7 86.8 177.9
20 98.9 89.3 101.9 145.5
30 99.0 89.1 102.2 143.6
4Q 110.3 108.8 110.4 167.3
2012 10 106.9 110.0 105.4 187.2
20 103.4 89.0 108.2 127.4
30 102.7 94.3 105.5 125.4
4Q 115.6 112.8 116.4 142.2
2013 10 113.2 1215 109.8 217.8
20 108.0 92.1 113.4 135.4
30 101.1 92.9 103.8 134.4
4Q 108.9 110.9 108.0 147.7
2014 1Q 112.2 117.4 109.8 207.4
20 107.8 96.1 111.7 140.0
30 102.4 96.3 104.3 140.7




SINGAPORE DEPARTMENT OF STATISTICS
INFORMATION DISSEMINATION SERVICES

Statistics Singapore Website

The Statistics Singapore Website was launched by the Singapore Department of Statistics (DOS) in January
1995. Internet users can access the website by connecting to:

http://www.singstat.gov.sg

Key Singapore statistics are available via the following sections:

e  Statistics
which provides access to the latest statistical findings of DOS as well as statistics compiled by
Research and Statistics Units (RSUs) in ministries and statutory boards.

e  News
which provides a listing of the news released by DOS and RSUs.

e  Publications
which presents the latest editions of DOS’ publications, papers and articles.

e  Browse by Themes
which presents official statistics compiled by DOS and RSUs in the various ministries and
statutory boards according to themes. Within each theme, relevant statistics and related press
releases, publications and references are provided.

Statistical resources are available via:

e  Publication and Papers
which lists the latest editions of publications released by DOS according to statistical domains
at http://www.singstat.gov.sg/publications/publications_and_papers.html. All softcopy DOS
publications are available for free downloading. Statistical tables of DOS publications in Excel
format are also available.

e Advance Release Calendar
which provides a six months ahead advance release calendar of key statistical indicators.

The website also provides a convenient gateway to international statistical websites under the “Methodologies &
Standards” section:

e  Guide to International Statistics
which provides hyperlinks to international databases and classifications, as well as websites of
international bodies and other national statistical offices.

¢ IMF Dissemination Standards Bulletin Board
which provides metadata about Singapore’s key indicators in the real, fiscal, financial and
external sectors, including dissemination practices and information about pre-release access of
current indicators.

SingStat Express

SingStat Express is a personalised data delivery service which sends the latest press releases, notices of
publication, newsletter, occasional and information papers to subscribers via email. SMS alert service is also
available to local users. Subscription details are available from the Statistics Singapore Website
(http://app.singstat.gov.sg/forms/express/newsubscriberform.aspx).

Really Simple Syndication

Really Simple Syndication (RSS) is an easy way to stay updated on the latest statistical news released via the
Statistics Singapore Website. The SingStat RSS feed delivers statistical news highlights and hyperlinks to the source
documents whenever the updates are posted. More information is available at http://www.singstat.gov.sg/services/RSS.html.



SINGAPORE DEPARTMENT OF STATISTICS
INFORMATION DISSEMINATION SERVICES (cont’d)

SingStat Table Builder
The SingStat Table Builder contains statistical data series on the Singapore economy and population for

users to create customised data tables, plot graphs and charts and export them in different file formats. Explore data
trends with this e-service at www.singstat.gov.sg/tablebuilder

SingStat Time Series (STS) Online System

The SingStat Time Series (STS) Online System is an internet-accessible time series retrieval system. The STS
includes more than 7,000 historical data series on Singapore society and economy from several domains, including
national accounts, balance of payments, investments, finance, labour, prices, business expectations, trade,
manufacturing, tourism, demography, health and education.

Besides the usual monthly, quarterly and annual data, STS includes also seasonally adjusted data series for key
economic indicators providing for a better analysis and understanding of current economic trends. The STS also offers:
o Web-based search engine that is easy to use;
e  “Bookmark” features that enable users to save and organise links in their personalised portals.

Subscription to STS is opened to local and overseas users. More information on STS is available via Statistics
Singapore Website (www.singstat.gov.sg/sts). For enquiries, please contact our Department at Tel : 6332-7119.

E-survey

The E-survey enables business organisations to complete and submit their survey forms through the internet. Using
secured encryption protocols, the E-survey ensures that the information transmitted through the net is secured and protected.
The system features online helps and validation checks to assist respondents in completing their survey forms. With the E-
survey, respondents do away with the tedious paper work and manual tasks of mailing or faxing their survey returns to the
Department.

Statistical Enquiries and Feedback
If you have any statistical enquiries or comment or suggestions on our statistical publications and
electronic services, vnit are welcomed to:
E-mailus at info@singstat.gov.sg
. Faxtous at (65)6332-7689
! Call us at  1800-3238118* (local callers)
(65) 6332-7738 (overseas callers)
* Calls from mobi G slephone lines to 1800 local toll free number may be subject to mobile airtime charges
as imposed by the relevant mobile service provider.
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