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Yet again Australia is experiencing a resources boom; this one is likely to be the biggest and most
sustained in our history. Standard analyses suggest that such a boom will bring a mixture of costs and
benefits. Rising terms of trade will lead to strong growth in national income. But the strong demand for
resources from mining will lead to higher inflation. Higher interest rates and a rising exchange rate will
hit other trade-exposed industries and non-resource states. As a result a pronounced two-speed
economy will emerge, with much slower growth in south-eastern Australia than in the mining states.
These processes will also leave the economy seriously exposed when the boom ends, and the terms of
trade and the level of mining investment returns to trend levels.
It is not at all clear that this conventional view is playing out in 2010-11. While the terms of trade have
been high for three years now, there are still limited signs of a two-speed economy or of emerging
inflation. Employment growth has been high and unemployment is low in all mainland states, and
inflation remains within the Reserve Bank’s band. Mining is very different from what it used to be thirty
years ago: it is now a global and highly capital intensive industry, with many of the resources needed
sourced through migration and trade, and the profits widely distributed. The Australian economy has
also changed fundamentally over the period: trade exposed manufacturing has declined sharply as a
share of GDP, and the economy is now heavily service oriented.
This conference examined the impact of the current resources boom, and the policy challenges it raises,
in the new economic context. Will this boom in fact generate a two-speed economy, and how will it
impact on the non-resource states? How will Australia as a whole benefit from the boom, given the open
nature of the industry and the economy? Will resources become scare and inflation rise, so that
monetary policy needs to be tightened further to offset this problem in advance? Will the resources
boom undermine other industries, leaving the economy exposed and uncompetitive beyond the boom?
One apparent paradox of the resources boom is that it is driving a service-based economy rather than a
resource-based one. This fact will shape how the boom impacts on the different states, and on key cities
and regions within Australia. The current and likely future pattern of Melbourne’s development is now
the subject of intense debate. The final session explored how the resources boom is likely to impact on
Melbourne’s development and change the context for planning and policy formulation.

For more information go to Centre for Strategic Economic Studies at
http://www.vu.edu.au/news/conference‐the‐resources‐boom‐understanding‐national‐and‐regional‐
implications
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