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� Understand the key economic objectives of 

governments

� Explain the nature and cause of economic 

growth

� Analyse the business cycle and its impact on 

business strategies

Just as individuals have moods (cheerful,

grumpy etc.), there are often prevailing

atmospheres in groups or organisations.

If we extend this to the whole community of 

stakeholders there are variations in the ‘climate’ 

of how optimistic or pessimistic the majority of 

them feel.

When the climate is optimistic, people are more 

willing to borrow and spend, leading to a higher 

demand for a company’s products.
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When the mood is 

more pessimistic, 

people are more 

careful and they spend 

less, borrow less and 

try to pay off some of 

their debts instead of 

spending on luxuries.

Economic 
Growth

Low Inflation
Reduced 

Inequality

Low 
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For a country/citizens?

More jobs = wealth = afford 

‘nice’ things, lower cost of 

living

Infrastructure (gov. spending)

Wider range of 

products/services

Quality of life

For a business/government?

Lower unemployment – lower 

costs, and more tax

More spending on 

services/public sector

Business investment –

expansion, projects, R&D etc.
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� Land and property may become cheaper

� Demand for ‘inferior’ (non-luxury) goods increases

� Improved relations between employers and employees 
to increase efficiency as risk of job losses increases

� Harder decisions (closures, redundancies, 
retrenchment) lead to increased business efficiency

Page 114, table 7.1

‘De Smit’, page 115 part 3


