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on Domestic Prices and its Burden on People’s Lives
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Abstract

To understand the impact of surging oil prices on Taiwan’s
consumer prices and the resulting burden on people’s lives, this paper
employs input-output analysis to gauge the possible effects on
Taiwan’s domestic CPI, the prices of different categories of goods,
and the burden on the lives of different segments of the population.
We find that rises in transportation costs make up the biggest part of
the increase in the headline CPI; that the highest income earners’
transportation costs are relatively high, and price rises faced by the
populace climb in approximate correspondence to rising levels of
income; but that the lowest income earners may be unable to bear the
burden of new costs brought by rising prices, and will therefore suffer
the greatest impact on their basic standard of living.

The policy implications of these findings are that the floating oil
price system largely accords with the user-pays principle, but the
government still needs to press China Petroleum Corporation to
enhance its production efficiency, and should consider adjusting
relevant social welfare policies in accordance with the price situation.
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