
 

 

Microeconomic policies are policies aimed at individual industries in order to increase aggregate supply 

by improving efficiency and productivity of producers and thus increase the level of sustainable growth in 

Australia- an increase in aggregate supply leading to an increase in GDP (see figure below). 

Microeconomics is closely associated with structural change- changes in the pattern of production that 

reflect changes in technology, consumer demand, global competitiveness and other factors. 

 

 

The overall aim of microeconomic reform is to encourage the efficient operation of markets; the product 

and factor markets work more efficiently if there is greater competition. This competition results in 

allocative efficiency- a more efficient allocation of resources through interaction of supply and demand ; 

Technical efficiency- maximum level of outputs for given input quantity; and dynamic efficiency- the 

ability to shift resources between industries dependant on consumer demand. Microeconomic reform 

policies are divided into deregulation, reforms to public trading enterprises (PTE’s), competition policy 

and environmental management.  



 

 

 

Deregulation involves the simplification or removal of rules that constrain the operation of market forces, 

and it aims to improve the efficiency of industries. In the financial sector the first step of deregulation was 

the floating of the Australian dollar and the removal of the Reserve Bank’s direct monetary controls over 

banks. This was then built upon by the removal of barriers to foreign banks entering Australia. The GFC 

was blamed by some on excessive deregulation and highlights the need for balance between efficiency 

and competition, and consumer protection and financial system stability. 

 

Deregulation in agricultural industries ended monopolies on dairy, wheat and wool, increasing incentives 

to innovate and diversify products; farm production has increased by 36% in 15 years, while the number 

of farms has decreased by 7%- productivity of Australian farms is still on 65% of that of American farms 

however. 

 

Deregulation of transport industries is crucial due to the large distances within Australia and between 

Australia and other countries; the Two Airline Policy ended in 1990, however there were still only 2 

major groups in 2016 - Qantas and Virgin. The establishment of the Australian Rail Track Corporation in 

1997 allowed for the management of the 10000 km rail network to be maintained and access sold to 

privately owned businesses. 

 

Deregulation in 1990’s of the telecommunications industry led to the end of monopoly provision by 

Telcom Australia (Telstra); reducing prices significantly. The rollout of the National Broadband Network 

means that all retailers now have equal access to the fibre network, enhancing competition which results 

in lower prices, new products and better customer service.  

 

The government still regulates specific sectors of the economy to achieve particular goals, such as the 

media where mergers are prevented in order to maintain diversity. The regulation of postal services across 

Australia also allows for equal access to postage services nationwide. 

 

The promotion of efficiency in PTE’s has been approached in two main ways; corporatisation and 

privatisation. Corporatisation is where PTE’s are encourage to operate as private businesses, independent 

of the government and attempting to achieve a rate of return on assets comparable to private sector 

companies, for example Energy Australia. Privatisation involves selling a PTE, in part or whole, to the 

private sector; Australia has undertaken extensive privatisation in recent decades, the most recent the 

2014 $5.6 billion sale of Medibank Private.  



 

 

 

The 1995 agreement between the Commonwealth and State governments to encourage microeconomic 

reform throughout the Australian economy, known as National Competition Policy,  led to increased 

competition in sectors operated by monopolies- rail, gas, electricity, the removal of PTE’s advantage over 

the public sector - competitive neutrality principle, the establishment of the Australian Competition and 

Consumer Commission, and regulation regarding cost of access to infrastructure. 

 

The Abbott Government of 2013 saw a shift in microeconomic policy such as reduced industry support – 

the refusal to provide assistance to the car industry-  and the Competition Policy Review where “the 

Review suggests that reform is not only overdue… but critical to improving Australia’s productivity 

performance and to sustaining our living standards into the future. (Professor Ian Harper). 

 

The Turnball Government endorsed 39 out of 56 of these recommendations made by the Competition 

Policy Review. However, it is important to recognise the time lags and limitations involved. The political 

conflict with regards to microeconomic policy has meant that not many policies have effectively been 

implemented in the past 10 years and rather the economy is still piggybacking off the microeconomic 

reforms of the 1980/90’s. 

 

Microeconomic policies are long-term tools to lift economic growth and living standards. They have been 

crucial to lifting productivity growth because they have provided business with greater flexibility and 

incentives to improve production processes and business management. Higher productivity growth has 

lead to an increase in economic output and lower unemployment- Australia’s GDP was approximately 

2.5% higher in 2005 as a result of the reforms of the 90’s. Another major benefit of structural change is 

lower inflation resulting from greater competitive pressures. 

 

It is through structural reform that economic growth will continue in Australia – the shift from the mining 

boom to service industries- as producers shift from commodity based to service based industries 

particularly to accommodate shifting Chinese growth and demand patterns. 


