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Standards of living 

Source: ABS and Vic-Uni model 
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Presenter
Presentation Notes
Based on structural drivers of the economy
MFP
TOFT
Employment
Resources sector
Taken from Budget/PEFO, IGR, BREE



Standards of living 
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Presenter
Presentation Notes
Alternative dog days scenario
Much of the dog days story has played out 2011-12 to 2015-16.  From here not much difference.



Standards of living 
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Real GNI per capita

Source: ABS and Vic-Uni model 

Presenter
Presentation Notes
Move to year on year representation.
Note 4 years of negative.  Turn-around in 2017 is quite optimistic.
Purpose now is to give a decomposition of the drivers of standards of living.
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Transfers Prices

Output Real GNI per capita

Source: ABS and Vic-Uni model 

Presenter
Presentation Notes
Composed of output per person, adjusted for
Price differences in what we consume and what we produce (terms of trade movements significant over last 10 years, firstly positive then negative)
Transfer payments, in particular repatriation of business income to foreign owners.  On-going significance in mining sector.

But output main driver going forward. Quickly show toft slide.



Terms of trade 
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Source: ABS and Vic-Uni model 

Presenter
Presentation Notes
2015-16 another big fall in toft, probably around 10%.
After this assume toft will stabilise, only slight fall over rest of decade.  Has no significant effect.



GDP growth 

Source: ABS and Vic-Uni model 
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Presenter
Presentation Notes
Per capita GDP growth stronger this year – note again that large fall in terms of trade meant that it hasn’t translated to incomes.
Move on to drivers of growth




GDP growth 

Source: ABS and Vic-Uni model 
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Other Multi factor productivity
Labour utilisation Capital deepening
GDP per capita

Presenter
Presentation Notes
Growth per capita driven by
Labour utilisation i,e, LAB/POP.  More on this later – think unemployment, participation…  (if emp grows with pop, no effect, this is GDP per capita)
Two factors that influence output per worker
Capital deepening
Multi factor productivity


Note that capital deepening important as mining activity ramps up to 2018 then drops away.  Left with some excess capacity in mining – over-investment?

TFP – small contributions so far this decade, historically quite low.  Assuming contribution will increase in accordance with budget assumption.

Now for more on employment (labour utilisation)




Employment 

Source: ABS and Vic-Uni model 
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Employment 

Source: ABS and Vic-Uni model 
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Investment 
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Presenter
Presentation Notes
Returning to drivers of GDP, we had employment, capital deepening and mfp.
Here’s investment – will recover over remainder of decade but impact of capital deepening could be weak.



Multi-factor productivity 

Source: ABS and Vic-Uni model 
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Presenter
Presentation Notes
MFP operates like a multiplier, as we go through time and productivity improves, the multiplier increases.  Fell throughout 2000’s early mining boom years but subject to measurement error – lots of capital created but not in use in that period due to long gestations.



Multi-factor productivity 

Source: ABS and Vic-Uni model 

80

85

90

95

100

105

110

MFP index (2015=100)

MFP index (DD)
(2015=100)

Presenter
Presentation Notes
MFP operates like a multiplier, as we go through time and productivity improves, the multiplier increases.  Fell throughout 2000’s early mining boom years but subject to measurement error – lots of capital created but not in use in that period due to long gestations.



Key points 

• Material living standards now 3% below peak 
of 2011-12 

• Could return to this level by 2017-18 if 
conditions are right, i.e. if 
– Terms of trade stabilise 
– Unemployment falls 
– Productivity improves 

• Growth rates will be slower than in 2000’s  
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