


=== Introduction

Today, we’ll work in small groups and learn about economic indicators and how they
can be used to compare countries.

We’'ll then participate in a roleplay game to test what we’ve learned!

Split into groups of 2 -3 students now and get ready to start!



Today's Indicators

 Unemployment Rate
* Inflation Rate

« Economic Growth (GDP Growth) —~~ ; /w
. ~ ~\~
 Balance of Trade — N\~

* |nterest Rate
 Education Rate



Warm Up

In your teams, you will receive a card with one indicator and its definition. You have two
minutes to discuss it within your group, and then one minute to explain your thoughts to

another group.

You might want to think about:
* Whether the indicator should be high or low
* What might cause the indicator to change
* What the indicator might say for Australia right now

This is about you and your group - don’t worry about right and wrong yet!




The percentage of the labour force who
are not working.

The “labour force” is the working age
population who aren’t retired,
permanently unable to work, or not
looking for work for other reasons, such
as being a student, a full -time parent or
In prison.

Low unemployment is targeted (but not
zero!): in Australia the target is 4.25 -4.5%
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/@\7’ Inflation Rate

The general increase in the price of
goods every year expressed as a
percentage - can also be defined as the
decrease in the purchasing power of
money every year. Basically, why you
can’'t buy the same amount of stuff in

the shops this year as last year with the
same money!

In Australia, the target inflation rate is
2-3%



T Economic Growth

Known as gross domestic product (GDP)
growth, this is a standard measure of how
much value is added and the overall health
of the economy. It is the total income earned
from producing goods and services in the

country, minus imports.

A positive number indicates that the
economy is growing, and since 1965 the
average yearly growth has been 7.9%.




Debt

The debt of a country refers to the fact that a
country “borrows”™ money when its yearly
spending (on things like roads, hospitals etc) is
higher than the revenue it earns (from things
like taxes). The country has to pay interest on

this debt.

In Australia, the government debt changes as
governments change, but it is projected to
decline in coming years as we recover from

COVID-19 pandemic.




Balance of
Trade
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This is the difference between a

country’s exports and their imports, so a
positive balance of trade (known as a
trade surplus) means that the country
has more exports than imports.

Australia 1s currently enjoying a large

trade balance due to high demand for
resources, which make up 50% of our
exports.



ggl°§ Interest Rate

The cash rate is set by a body within the
country’s government and affects many
economic indicators such as bank
interest/loan rates, economic activity,
unemployment and inflation  — raising
Interest rates helps to reduce inflation.

Interest rates in Australia are high right
now, compared to the last 10 years, but
expected to drop as inflation lowers.



Education Rate
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Whilst not an entirely “economic” indicator,
this is the proportion of the adult population
aged 15+ which is literate, which means that
they are able to read and write acceptably.
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“Acceptable” differs from country to country,
but mostly refers to whether people are not
affected negatively in their work or general life.
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"U.N.” Activity




"U.N.” Activity

Setup:
* Organise tables in a U shape and sit in your groups
* You are now a country and will receive some
economic data about your country soon.

The Activity:

* We are now acting as the United Nations!

» Certain world events will occur and it is your job
to discuss how you might be impacted, and
provide ideas of what you could do to help your
country!




How does the activity run?

United Nations Economic Meeting

ituation Number

/ :' Unemployment Rate
ion

Inflat

For each situation, write how -

you think the indicator would -
Change = UP or DO\VN Balance of Trade

Interest Rate
Education Rate
Add any comments about

hOW you thmk _—$ Your Comments

governments can help

here



What’s happened in the world today?

It's 2119 and the world really hasn’t learnt from the pandemics the past!

Unfortunately,the world has been hit with a mysterious strain of Blue Death that
acts similar to COVID-19 and the Spanish Flu before that.

Infection rates are high and whilst people are not necessarily dying this time, the
high viral load means that more and more people are falling 1ll enough to require

bemmg bed bound.

Hospitals and Doctors are overwhelmed and there 1s once again a great toilet
paper and general goods shortage!



What’s happened in the world today?

Oh Gosh!Due to the pandemic, some countries have been placed into lengthy
lockdowns and general quarantine processes for many.

For those lucky enough to have a high-paying job and living in a
,they were able to work from home and avoid the changing landscapes
outside their houses. However,these has caused a rapid hike in coffee prices
since more and more people are taking up home brews as a side hobby!

Now, there 1s not only a coffee shortage, but the price of coffee has rapidly
increased! Lucky for who are the biggest producers of
coffee mm the world!



Hints...
Think about the following:

* Some people have high paying jobs, and they can work from home. Do you think that means everyone
kept their jobs? What would this do to unemployment?
* Would coffee be the only price to be rising, or would others be too? What does the general rismg of
prices relate to?
* If people are locked down and some are losing their jobs, do you think that the economy would be
growing?
* The coffee situation is changing imports and exports for certam countries, which would directly affect
one of the mdicators. Not all countries would be affected the same way though...
* If mflation 1s rising, how could the country combat this through one of the mdicators.

Still need help...

The mdicators which are likely to change are:
* Unemployment, inflation, GDP growth, balance of trade and interest rates.



What’s happened in the world today?

Due to the Blue Death’s connection to a certain region of the world, there has
been world-wide boycotts of products from that area of the world.

If you belongto a blue labelled country,the UN Security Council has imposed
trade sanctions that restrict you from trading with any or
to reduce the levels of viral spreading.

Your country 1s in crisis and in desperate need of funds to provide medical care.

Whilst you can’t trade with them, your country could borrow money from them
and go into further debt.



Hints...
Think about the following:

* Some countries have been sanctioned. This means that they will be making less “stuff” - do you think
that the same number of people will stay in their jobs?
* Sanctions mean that less people are making “stuff” - this means that supply is low, but demand will be
high? What would this do to the price for everyone?
 If your country has been sanctioned and can no longer sell “stuff”, will your economy grow?
* 'The sanctioned countries could borrow to increase their revenue, and therefore their debt will change
due to this...
* The sanctions restrict certain countries from exporting products, which means that their balance of
trade will be changing...
* Finally, all countries agam are experiencmg inflation, so one other mndicator will change to combat this.

Still need help...

The mdicators which are likely to change are:
* Unemployment, nflation, GDP growth, debt, balance of trade and mterest rates.



What’s happened in the world today?

Congratulations, you've all made it to see another day and fortunately, whilst
you’ve allbeen busy negotiating in this very room, some brilliant scientists from

the developed countries have had a break-through in biotechnology.

They’ve created a new medicine that could drastically decrease the effects of
the Blue Death and prevent infection entirely.

However,they need unskilled labour from developing countries to work in the
factories which would require massive migration into the developed countries.

This new breakthrough has also meant tempted the migration of highly skilled
and educated minds to the developed countries as well!



Hints...
Think about the following:

* We have migration from developing to developed countries, which causes job openings in one place
and fills openings in others. This will affect unemployment in both places differently...

* The lackof skilled labour due to migration can mean that the cost to hire skilled people will mcrease?
What might this do to mflation m developing nations? (and therefore mterest rates?)

* The migration of skilled labour can mean that the GDP of both developed and developing countries

changes...
* If a developed country is importing resources for its new factory, whilst a developmg country is importing
the vaccme product, what happens to the balances of trade?
* If skilled people are moving away, the country might mvest m education which may change the
education rates!

Still need help...

The mdicators which are likely to change are:
* Unemployment, mflation, GDP growth, balance of trade, mterest rates and education rates.



What’s happened in the world today?

You've made it to the end of the pandemic! The world is recovering slowly,
people are slowly re-emerging from their homes and people are gommgbackto
school/places of occupation and are finally able to give each other hugs again!

However, the lasting effects of the Blue Death are stillbeing felt with many
economies around the world still feeling the various consequences of decisions
made during the height ofthe pandemaic.

In order to combat lowering standards of living across all countries, your final job
as the Government 1s to ensure that you are setting your interest rates to an
appropriate levelto help your citizens recover.



Let’s Explain What Happened

Round 1: Pandemic
* Job losses mean that all countries unemployment rate went UP
* Higher coffee prices could indicate inflation, which is UP for all
* Lockdowns and quarantines will likely mean GDP growth for all is DOWN
* For red countries, you are exporting more (coffee) - balance of trade is UP
* Yellow/blue countries, you are importing more - balance of trade is DOWN
* Rising inflation can be combated by rising interest rates - all countries will
likely raise rates to fight inflation.
* Other indicators may change, but not materially



Let’s Explain What Happened

Round 2: Boycotts of certain regions
* Blue countries are struggling due to boycotts, so unemployment will be UP
« Sanctions restrict supply of goods, which drive prices (inflation) UP for all
* Blue countries’ economy will struggle, GDP growth will be DOWN
* Blue countries will likely borrow money, so their debt will be UP
* Blue countries cannot export, so their balance of trade will be DOWN
* Rising inflation can be combated by rising interest rates - all countries will
likely raise rates again to fight inflation.
* Other indicators may change, but not materially



Let’s Explain What Happened

Round 3: Medicine development successes!
« Educated people are moving from developing to developed nations, which will affect
unemployment: UP in  developing , DOWN in developed
« Skilled labour shortages in  developing countries is likely to cause an increase to prices
inflation will be UP
* Due to producing the vaccine, GDP growth in developed countries will be UP, but in
developing countries it will be DOWN
« Balance of trade - all countries will be DOWN - developed countries importing more raw
materials and developing will be importing the final vaccine
* Inflation in developing countries will cause their interest rates to be UP
* Developing countries will invest in education to replace those migrating away, so
education rates will be UP



Let’s Explain What Happened

Round 4:Transitioning out ofthe Pandemic
This question was about what governments should be doing as they come out of
the pandemic:
* Making more jobs so that unemployment comes DOWN
* Getting prices under control, so inflation DOWN
* Making the economy prosperous, so GDP growth UP
* With inflation under control, give reliefto people with a mortgage and bring

interest rates DOWN

Other ideas are possible!



Reflections

Some main takeaways of the activity include:

This is a hard activity, so don’t feel bad if you feel as if you struggled.

It is difficult to account for all of the mdicators and how they might change
due to the different situations, especially when the answers can be argued in

SOMeE CascCs.

* Economic mdicators can be used to see how a country is performing
economically

* Governments can make changes to improve the economic performance

* Improved economic performance can lead to mproved living standards
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