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Microeconomic policies are policies that are aimed at individual industries, seeking to increase 

aggregate supply by improving the efficiency and productivity of producers. Actions taken within 

microeconomic reform include government decisions to improve resource allocation between firms 

and industries, in order to maximise output from limited resources. An important impact of 

microeconomic policies is that they promote structural change. Structural change involves changes 

in the pattern of production that reflect changes in technology, consumer demand, global 

competitiveness and other factors. It results in some products, processes and even entire industries 

disappearing while allowing for others to emerge. The Australian government has implemented a 

number of reforms over the past decades to improve the efficiency of the economy including “the 

liberalisation of trade, financial markets and workplace reforms; tax reform; improvements in 

infrastructure; and the implementation of a National Competition Policy”.
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Deregulation involves the simplification or removal of rules that constrain the operation of market 

forces, and it aims to improve the efficiency of industries. The shift towards industry deregulation 

since the early 1980s has seen extensive structural change across many industries. The deregulation 

of the financial sector began in 1983 with the floating of the exchange rate and the removal of the 

Reserve Bank’s direct monetary control over banks. Protectionist policies against foreign banks 

entering the Australian banking sector were also removed. From data displayed in the “Labour 

Productivity Growth 1960s to 2000s” chart published as part of the Commonwealth of Australia 

(2005), Budget Strategy and Outlook 2005-06 it is clear that regulation has assisted in promoting 

structural change and improving productivity. In the 1980s, labour productivity growth was around 

1.25% well below the United States and the combined OECD levels. Microeconomic policy reforms 

enacted in the 1980s have promoted labour productivity growth to nearly 2.5% in the 1990s high 

then both the United States and OECD benchmark. 

The promotion of structural change has also been conducted through the government’s trade 

liberalisation and reduction in protectionism. Through the reduction on tariffs for overseas imports 

and widening of quotas, structural change has impacted on domestic local industries by an increase 

in the level of competition. By reducing or removing tariffs, it lowers the price of imported goods 

making the domestic producer face more competition to lower local prices. Through the widening of 

import quotas the volume of goods and service imported into Australia over a given amount of time 

will increase. This also diminishes the domestic producers’ share of the market. The reduction in 

protection will ensure that domestic producers will have to use all of the available resources 
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efficiently and produce at the lowest cost available. Trade liberalisation promotes structural change 

by encouraging technical efficiency where the economy is able to achieve the maximum level of 

output for a given quantity of inputs. 

Increased competition is a result of improved microeconomics in the economy. Competition policy 

aims to promote competition in markets so that firms increase efficiency and lower prices for 

consumers. The National Competition Policy is an agreement between Australia’s Commonwealth 

and State governments signed in 1995 to encourage microeconomic reform throughout the 

Australian economy. As a result of this agreement, governments across Australia agreed to 

implement reforms to increase the competition dominated by monopolies such as electricity, gas, 

water and rail and road transport. The workable competition attitude was adopted as the 

government’s objective to achieve the maximum level of competition within an industry that is 

compatible with the market structure and specific conditions of the industry. Increased competition 

would promote structural change and improve labour efficiency in the market. 

The Australian government has also undertaken a number of reforms to public trading enterprises 

through the two main approaches of corporatisation and privatisation. The corporatisation aims to 

encourage public trading enterprises to operate without the mass bureaucracy of the government. 

This would allow the company to function as if it was privately owned reducing the inefficient 

employment of labour. The government has corporatised Australia Post, Energy Australia and the 

Sydney Water Corporation to promote structural change and improve efficiency. Australia has 

undertaken a wide range of privatisations in recent decades to reduce the level of inefficient 

government expenditure and to implement greater competition, encouraging more rational 

management along with controlled pricing behaviours. These measures will promote structural 

change and improve efficiency as demonstrated by the government selling off shares in Telstra and 

the Commonwealth Bank. 

Microeconomic policies have been embraced by successive Australian governments as they are the 

main long term policies that will boost economic growth and improve living standards. The short 

term externalities of microeconomics may result in inefficient and sunset industries closing down 

but in the long term it will be crucial in lifting the productivity as there is greater flexibility and 

incentives to improve the production process and business management. Recent microeconomic 

policies have led to increases in structural change bringing higher productivity growth which has 

significantly contributed to an increase in economic output and a reduction in unemployment rates. 


