
22.15 Review
22.15.1 Key knowledge summary
22.2 Economic growth and Australia’s economy• Assessing the performance of an economy is important because it enables a country to evaluate how it

is performing its role as ‘manager’.• Measuring an economy’s performance also enables us to assess the wellbeing of a country’s citizens.• Economic growth is one important area that can be used to measure economic performance.

22.3 Employment trends and Australia’s economy• Unemployment is one important area that can be used to measure economic performance.• In Australia, the unemployment rate is measured using the monthly Labour Force Survey.

22.4 Inflation rates and Australia’s economy• Inflation is one important area that can be used to measure economic performance.• Inflation occurs when there is an increase in the general level of prices across the economy.• Inflation in Australia is measured quarterly by calculating the Consumer Price Index (CPI).• Inflation can negatively impact the living standards of consumers.

22.5 Sustainability indices and Australia’s economy• Sustainability indices and other indicators of economic performance provide a lot of information about
the economy.• The Human Development Index (HDI), the Genuine Progress Indicator (GPI) and the World
Happiness Report are alternative measure of an economy’s performance• Quantitative measures are those that measure the dollar value or the percentage value change in an
item.• Qualitative measures determine or measure the quality of our life and the economy.

22.6 Other indicators of economic performance and Australia’s economy• By using a combination of quantitative and qualitative indicators, we are able to get a clearer
understanding of the state of the economy.• It is important to understand how these indicators are measured and the effects these problems have on
our living standards.• The Liveability Ranking and the World Happiness Report are used to determine if a strong economy
improves our quality of life.

22.8 Living standards related to economic performance• How an economy performs in terms of achieving its economic goals will affect the living standards of
citizens of that country.• There are two different types of living standards: material and non-material.• Material living standards refers to the acquisition of material goods and services• Non-material living standards refers to the qualitative elements of human wellbeing, which

influence the aspects of living standards unconnected with material possessions.

22.9 Measuring living standards• Living standards are very important to individuals and families.• By calculating GDP per capita (per head of population) we can use this figure as a measure of changes
to living standards.• Achieving full employment, low inflation, strong economic growth and external stability through
balanced trade will work to improve our living standards.• The government is involved in assisting the economy in order to improve living standards

22.10 Macroeconomic policy options• Macroeconomic policies aim to keep inflation under control, minimise unemployment, create a
sustainable level of economic growth and keep our trade situation balanced by looking at the general
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influences on national spending, national output, national income, employment and overall material
living standards.• Macroeconomic policies involve two key areas of influence by the government: budgetary/fiscal policy
and monetary policy.• Budget spending is how the government uses the receipts it collects to provide certain goods and
services for the community.

22.11 Microeconomic policy options• Microeconomic policies aim to keep inflation under control, minimise unemployment, create a
sustainable level of economic growth and keep our trade situation balanced by examining the operation
of the smaller fragments or units making up the whole economy.

22.12 Direct government intervention in the market• The reasons governments directly intervene in the market are:• to stabilise the economy• to reallocate resources• to distribute income.• In a market economy, people earn an income according to the demand and supply of the labour
they offer.

22.15.2 Reflection
Complete the following to reflect on your learning.

22.15 ACTIVITIES
Revisit the inquiry question posed in the Overview:

What can our purchases and level of happiness tell us about the health of the economy?

1. Now that you have completed this topic, what is your view on the question? Discuss with a partner. Has
your learning in this topic changed your view? If so, how?

2. Write a paragraph in response to the inquiry question, outlining your views.

Interactivity Economic performance and living standards crossword (int-xxxx)

eWorkbooks Reflection (doc-xxxxx)

Crossword (doc-xxxxx)

KEY TERMS
budget a plan for the future; in economics it is a plan about the government’s financial performance and
framework for the coming financial year, and is estimated by calculating its expected revenues and
expenditures

budgetary policy a macroeconomic or aggregate demand management strategy involving the government’s
estimates of the expected value of its receipts and the expected value of its outlays

cash rate the official price of borrowing money; the interest rate that applies to the short-term money market
consumed to purchase goods and services for direct use or ownership
cost inflation a sustained increase in the price of goods and services caused by producers passing on increased

production costs to consumers
demand inflation price increases that result from an excess of demand over supply for the economy as a whole
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deregulation the removal of unnecessary direct government controls, restrictions and supervision in various
areas of the economy

economic growth a measurement of the increase in a country’s Gross Domestic Product (GDP)
fiscal policy a macroeconomic or aggregate demand management strategy involving the government’s

estimates of the expected value of its receipts and the expected value of its outlays
income the reward earned from supplying productive resources. Providing labour earns income in the form of

wages or salaries
inflation a general rise in prices across all sectors of the economy
labour market the place, region or institution where buyers and sellers of labour negotiate wages
macroeconomic the branch of economics that emphasises the central role played by the level of expenditure or

aggregate demand
mark-up a fixed percentage or dollar figure added to the cost price of goods and services to determine the

selling price
microeconomic the branch of economics that studies the smaller fragments or units making up the whole

economy
monetary policy a major category of government aggregate demand management or macroeconomic policy. It

is implemented by the Reserve Bank and is designed to influence the cost, availability and demand for credit
and money

mortgage a loan used to finance the purchase of a house or property
negative externalities a production outcome that was not intended and that negatively impacts our economy

and/or society
qualitative indicators subjective measures that cannot be counted and are difficult to verify
quantitative indicators measurements of statistics and numbers that can be verified and are objective
quarterly every three months
quotas quantity limits or targets for production or imports
recession a technical term referring to two consecutive quarters of negative growth in an economy
regimen a basket of goods and services whose prices are surveyed to calculate inflation
subsidies a cash payment by the government designed to help producers compete by enabling them to sell their

product at a lower price than would otherwise occur
sustainable able to last or continue for a long time
tariffs taxes imposed on imported goods to make them more expensive
taxation a government levy or revenue measure that can be used as part of the budget to affect the level of

prices, the growth rate and the distribution of income
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