AS90983 – Aggregate Household Spending (Expenditure)
Some terms ….

· Aggregate = 

· Household = 

· Gross Income = 

· Net Income = 

· Household disposable income = 


· Necessity =


· Luxury = 



Patterns of aggregate household spending
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1. Consumer spending changes at different times of the year e.g.

2. Some goods that used to be considered luxuries are now thought of as necessities e.g.

3. Consumers have more access to credit 

4. Increased commercialisation of our culture and society e.g. 

5. In the past most households would spend the majority of their incomes on ______________ and ________ services. These days, households spend a greater proportion of their incomes on luxuries.

6. Many families have both parents working compared to the past. Therefore, households these days have increased incomes and spending.




Group 1 = Basic Necessities (essential to provide a minimum standard of living)

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]As income increases the dollar amount spent on necessities … increases.   Households will spend more on food, clothing and shelter as their income increases but eventually expenditure on these items reaches maximum levels and tails off … there is only so much you can spend on these goods.

As income increases the proportion of income spent on necessities … decreases.
Households on low incomes will spend the greatest proportion or percentage of their income on necessities as they can’t afford to buy luxuries or save money. 

Group 2 = Basic Services (essential services required for a household to function in NZ e.g. phone, power and transport)

As income increases the dollar amount spent on basic services … increases. 
Households 

As income increases the proportion of income spent on basic services … decrease


Group 3 = Luxury Goods and Services (non-essential items a household would like / desires e.g. holidays, recreation, TVs etc.) 

As income increases the dollar amount spent on luxuries … increases … as the amount we can spend on luxuries is unlimited,.

As income increases the proportion of income spent on luxuries … increases

Group 4 = Saving (income not spent)

As income increases the dollar amount saved …increases

[bookmark: _GoBack]As income increases the proportion of income saved … is increasing
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