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simplest is what we call productive efficiency. | make bricks. When |
make bricks] how can | make the brick with the lowest amount of
energyl] the lowest amount of materials and the lowest amount of
labourl] And thats productive efficiency. So Im the most efficient
brick producer if I can make the cheapest brick. [J [0 [ [0 [J [0 [ [
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of efficiency is whats called allocative efficiencyd which is where |
allocate the resource to the activity which earns the highest return. [
Jo0odooooooooo* oouoo” ooooooa



DO0000000000O00OUdoOdO Thethird kind of
efficiency is dynamic efficiency and that would occur where the
world is changing and Im not the best producer of bricks. But I am
actually very good at designing innovative bricks - bricks that lock
together in ways that make it easier for builders] bricks with colours
and textures that consumers like] that the builder who wants a bit
of flair will strive for. And so | could be dynamically very efficient
and actually get a higher price formybricks. O O OO O 0% OO
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Australia I think that the allocative and the dynamic efficiency is
much more important. | mean] we arent going to be able to
compete against low wage and low cost countries by just making a
cheaper brick. We have to come up with better designs] better
quality] software and services that enhance our products. And
when we talk about efficiency in those terms we tend to talk about
dynamic efficiency and allocative efficiency. O O O O O O 0O O O
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0000000 exchange efficiencyl] U OO O O O Technical or
productive efficiency looks at the “ how we produce” question and
refers to the least cost method[] that is the least use of our resources.
Allocative efficiencyl] or product-mix efficiency addresses the

“ what we produce” question and measures how well resources are
allocated between the production of different goods and services.
Dynamic efficiency focuses on innovation and measures how well a
producer adapts to changes in consumers tastes for different goods
andservices. 1 J 000000000000 OOOOOOO
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0 0O 0 OO And theres another type of efficiency - whats referred
to as exchange efficiency and this impacts on the “ for whom”
question. It may be efficient to price telephone services out of the
reach of people in rural Autraliall but it is not equitable to do so.
Exchange efficiency always involves a trade-off between equity and
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