. BASKHET GASE o

UNPAGKHING GPE

’-
— ’
-

p

e




Today

Inlro lo measuring price change in
the economy

Croups in the CPI basket

Reasons for inflation

Aclivity

OO0 000000 .




MEASURING PRIGE GHANGES IN THE
AUSTRALZIAN EGONOMY

A key factor that causes increasing prices is stronger demand in the economy for goods and services.
This stronger demand can lead to a shortage of goods and services, whereby companies will find
themselves unable to keep up with the demand. This increase in demand therefore causes prices to rise
as companies struggle to meet demand causing the market shortage.

Inflation refers to the increase in prices being paid for goods and services. This means that consumers
are paying more for the exact same goods and services.

Inflation measures this change over a yearly basis and is represented by the Consumer Price Index (CPI).
The Australian Bureau of Statistics (ABS) uses CPI to illustrate the price change of a typical basket of
goods and services purchased by Australian households every quarter.




Croups In CPI Basketl

@ Housing

D Food and non-alcoholic
beverages

GPE BASKET

Recreation and culture

Transport

O U

Furnishings, household
equipment and services

Alcohol and tobacco

Health

Insurance and financial
services

Education

Clothing and footwear

Communiation
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REASONS FOR
=NFLATEZON

Increased spending by consumers might be due to:

@ consumers are feeling confident about their income and employment in the
future

D businesses feeling confident about their future and choose to expand
business operations, employ more staff or invest in equipment

C] trading partners are performing well and increasing their demand for our
goods and services

D relatively low interest rates encouraging consumers and businesses to
borrow more in order to spend more

] lower taxes and increased government spending may also lead to
iIncreased demand and expenditure



AGTIVETY

Today each group will be representing a different group in the CPIl basket.

Your role is to work together to decide whether your groups CPIl weight will increase or decrease based on
what is happening during that year. You then need to determine why that change has occurred for your
specific CPI group.

Once dll groups have decided, one representative from each group will give one reason for why they believe
their CPI group’s weight will change in that way.

It will then be revealed to you what actually happened to your group’s CPI weight, which you can plot on the
Activity Worksheetl graph.




Key Lventls

In the year 1960, Australia experienced:

¢ cxpansion in government investments:
o establishing Australia’s national telecommunications
network
o increasing access to personal finance
e population growth
® increase in profits, wages and labour productivity
e higher material standard of living for majority of it's
people, than ever before




Communication Transport

Decrease Increasc
(e (e
0.8% 11.3%

Cullure & Recreation

Increase

o
3.2%

Increase

o
0.8%
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Communication Transport

The Australian Government increased
Investment into the national
telecommunications network and as a
result, consumers were spending less
on communications.

Increase in wages and accessibility to

personal finance across Australia, saw

more people spend money on cars as
they could afford to.
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Increase in wages across Australia Increase in wages across Australia

saw more people spend money on saw more people spend money on

their health as they could financially cultural & recreational activities as they
afford it. could financially afford it.



Key Lventls

In the year 1980, Australia experienced:

e increases in inflation:
o despite high inflation, wages growth grew at a faster
rate

e |argest increase in employment for some years, however,
unemployment remained high

e increase in the price of oil and other primary commodities

e Australian Government privatises telecommunications in
part

e the price of pharmaceuticals increased because of
Australian Government protections limiting medicinal

imports




Communication Transport

Increase Increase
(e (e
1.5% 16.6%

Cullure & Recreation

Increase

o
8.6%

Increase

o
2%




Communication

The partial privatization of
telecommunications led to transition
costs and investment in infrastructure
which drove up prices for consumers
INn the communication sector.

Health

The Australian Government's conduct
limited medicinal imports, leading to a
rise in pharmaceutical prices for
consumers. Reduced compelition and
limited supply of imported medicines

created scarcity and higher costs.

Transport

Rising oil prices directly affected
transportation costs. Fuel is a major
expense for transportation, and when
oil prices increase, consumers face the
brunt of this cost.
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Culture & Recreation ‘ \\\ \\

Although unemployment remained -
high, wages grew faster than inflation,
giving many employed Australians
higher disposable incomes. This
spurred demand in non-essential
seclors, such as culture and recreation.




Key Lventls

In the year 2000, Australia experienced:

* increases in inflation
o however, wage growth remains strong across
iIndustries

* rising tensions in the Middle East and regional
skirmishes sent oil and fuel prices astronomical, forcing
the Australian Government to intervene

e The global dotcom boom saw capital investments shift

toward online and cloud-based infrastructure




Communication Transport

Increase Decrease
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2 9% 15.3%

Cullure & Recreation

Increase

o
12.3%

Increase

o
4 7%
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Communication Transport

The Australian Government's

Increase in the advancements of the intervention supported consumers so
global dotcom saw more private that they were not subjected to the
iInvestment towards the relevant brunt of the oil and fuel price

Infrastructure. iIncreases. However, there remained a

decrease in consumer spending.
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Strong wage growth across Australia Strong wage growth across Australia
saw more people spend money on saw more people spend money on

their health as they could financially cultural & recreational activities as they
afford it. could financially afford it.



Key Lventls

In the year 2023, Australia experienced:

¢ low wage growth
¢ flights and travel expenditure remain low in the wa

e arenewed focus on the importance of public healt
of the pandemic

communications expenditure
¢ A slowdown in production globally and recovering
chains keep the price of capital durables high

ke of the

pandemic and costs of international travel remain high

o (Hint* capital durables are final products like motorbikes)

N in the wake

e Australian Government renews investments in the NBN and

supply




Communication Transport

Decrease Decrease
(e (e
2.2% 10.7%

Cullure & Recreation

Decrease

o
11.8%

Increase

o
62%
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Communication Transport
The Australian Government increased Low wage growth and high costs of
iInvestment into the NBN and with low capital durables, saw consumers
wage growth, consumers were overall spending less of their limited
spending less on communication. disposable income on transport.
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Increase in consumer awareness for Low wage growth and high costs for
the importance of public health saw travel, saw consumers spending less of

an increase in consumer spending on their limited disposable income on
health services. cultural & recreational activities.
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