
AUSTRALIA S ECONOMIC OBJECTIVE RESOURCE ALLOCATION

The objective of efficient resource allocation refers to an economy's ability to meet its obligations in ensuring that all
social and economic objectives are met.

Hard decisions about Government spending and tax concessions may need to be made. This is ongoing,
particularly in China. Firms are reluctant to sack experienced staff during a slowdown of sales, as they hope
that recovery is not far away and thus save them the cost of hiring and training new staff. Supply side
structural causes of changes in labor in lobular and capital productivity. Innovation and Competition Whether
higher productivity growth is achieved will depend on the private sector, through the investment and
management decisions of firms and the skills of their workforces. Cyclical slowdown in domestic productivity
sometimes follows trends in the level of EA and productivity overseas. Just as the exchange rate, interest rates
and wages adjusted to help cushion the inflationary consequences of the mining boom, they are now absorbing
the contractionary effects of its end. Australia is also faring much better than other commodity exporters.
Causes of efficiency of resource allocation:Cyclical changes in domestic economic activity resulting from
changes in demand side conditions that affect efficiency in resource allocation. This is perhaps the easiest type
of efficiency to understand. The Australian dollar has fallen by over 23 per cent in trade-weighted terms from
its recent peak in  In this environment, there were few advocates of reform. The point is we do not know
where the next crisis will come from. However, at the opposite extreme, excessively strong spending and EA
means that productivity suffers from the above reasons. This leads to over staffing which lowers the level of
output per hour worked. China is also grappling with similar financial reforms, allowing more flexibility in its
foreign exchange and domestic interest rate markets. It will be determined by Australia's businesses,
employees and policy makers. Crucial as China is to our economy, most of Australia's future success is in our
hands. Service exports to China have grown from 7. APRA has again tightened its supervision of the banks,
focussing on banks' lending to investors. English: Diagram illustrating the "aggregate suppl Thus, the
economic objective of efficiency in resource allocation exists when our productive inputs are used to create
the highest possible value of national output ie GDP is at its highest level. Fortunately, Australia has a history
of making some of its best policy decisions when times require them. However, a weaker exchange rate is not
a panacea for Australia's long-term challenges. As a result, the volume of resource exports has increased from
6. This growth has had singular implications for Australia and, over the same period, our relationship with
China has strengthened considerably. As a result of the increase in our public debt and the structural nature of
our deficits we are no longer in the strong position we once were. If I use a tree to make four cricket bats, and
you can produce five cricket bats from a tree of the same size, then your productive efficiency is better than
mine. In the early s Australia experienced a period of rapid credit growth and house price appreciation. This
has made an important contribution to the debate in Australia. It is a remarkable achievement.


