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Books and cars are not built alone.


For people who work with their hands.


For those who lent me their stories.


For the friends who lent me their couches.


Again, thank you.




Preface


TURNING IT OFF


My first memory of work is the rumble of my father’s V8 engine at five-thirty in the morning. I would wake to the sound of the window frame rattling in the wall and listen to him go. At night, he’d come home smelling of sweat and loam dust, go to the freezer, scoop ice cubes into a short glass and pour himself a scotch. Then he’d turn on the television and eat whatever dinner my mother made that night.


It was routine. Something dependable – like everything else growing up in that same little house just off Main North Road in the same neighbourhood with the same people for 23 years. My parents had picked the place up as newlyweds for $40,000. Over the years they rebuilt parts of it and threw on a new coat of paint to make it their own. They never made it rich, but they made enough to get by. Not everyone is so lucky.


You never really understand something like that growing up in the middle of it. That house never changed, but the world around it did. Australia got rich sending iron ore and coal to Asia. South Australia was getting by just fine for the most part, coming out of a decade when the State Bank collapsed and dragged the local economy down with it. Our family in that house might have got by just fine too, but our neighbourhood and the others around it belonged to a region where the rust had set in 30 years before.


As an adult you look back and you can see it in the little things. The hardware store that closed down. The liquor store that didn’t. The high-school teachers who broke lesson plans with impromptu speeches about education and good jobs. The ones who didn’t. There were the friends who went off to university to make something of themselves and those who didn’t. Those who learned trades, and those who didn’t. Those who got out by joining the army. Those who stayed because they had kids early. That one friend who left school to chase a dollar, who ended up working so hard as a waitress that four years later she collapsed on the bathroom floor of the restaurant and still went to work the next day.


If you were born in or around the 1950s, it’s the kind of thing you would have been around to witness. If you were born after 1990, by the time you hit adulthood the good jobs would be gone or going and you would have no idea what it was like.


The last of the good jobs where I grew up were with GM Holden, that proud old lion down by the roundabout on Philip Highway. It was a ten-minute drive away, maybe less. You saw it driving past through rain, peering out from behind the window wipers as the water beat down against the glass. You saw it driving past with the heat bearing down on metal, with the windows lowered and an elbow resting on the door frame. Even if you never really thought about it much, the feeling was that it was always there and always going to be. Another part of the landscape, fixed and certain like a distant mountain.


Only, it was always closer than you knew. Autowork was never really in my blood. My father was in construction, though my grandfather worked at the Holden plant for 18 months when he first migrated here with a young family and found himself in need of work, fast. To this day, the old man says it was a good job for someone whose accent was too thick and English too thin. My mother still tells the story about the Christmas party the company put on that year, about the food they served and the presents they gave the immigrant children.


Then there was everyone else. Growing up you don’t realise just how much people depend on a place like that. As a kid you could always tell whose daddy worked at the plant and whose didn’t. You could tell by the car they drove and the house they lived in and because people told you he did, though you didn’t need really understand what that meant because you couldn’t appreciate then what a good wage was. The factory out that way paid people’s mortgages and rent, let them bring kids into a world that was predictable. It paid for dinner that night, breakfast in the morning, the shoes their kids wore to school, drinks at the pub after work, and when the factory shut down over Christmas, there was money for a holiday. People were comfortable because of it. It gave them enough that they had time to be happy.


And then one day you hear they put a bullet in that old lion and told everyone it was for the best. Told everyone it meant progress. Keeping the place alive would have been bad economics, they said. It would have been too political. So too was killing it, really, but those who pulled the trigger promised that things would be better afterwards when they brought in something else. Only problem is that for a long time things hadn’t been getting better for the people where I grew up and most of us knew they probably weren’t going to.


I never worked a day in that factory or in its supply chain. I never really had a chance. Instead I got out, got educated and moved for a time to another neighbourhood, near where another Holden car plant used to operate. That plant closed years ago and you can still see the scars. My life, whether I knew it or not, has been shaped by the fortunes of the car factories and smelters and shipyards. Still is. So too have the lives of many Australians.


And when the factory closes and the Australian car industry dies, it will be the end of one story and the start of another. When the television cameras have gone away, the photographs have been taken and the speeches about loyalty and service have been made, everyone will go home and life will go on. The story about the mess of steel and glass and rubber that make up a four-door family sedan will be done then, but the other one, the one about flesh and bone, will continue. That story isn’t about macroeconomics or global finance, and neither does it have a happy ending. It is about a people who made a life in places like Elizabeth, Geelong, Broadmeadows and Dandenong on the promise of good pay for hard work and how that promise was betrayed.


This book is a work of reportage which tells that story, written at the time the closure was taking place, before we understood what it meant.




Chapter 1


THE BITTER END


It was two weeks until Christmas.


Just another Wednesday. Day shift had been running since six in the morning and now that the clock had ticked on past midday, those working the assembly line at the Elizabeth Holden factory were looking forward to going home. Another shift done.


Except there was movement behind the main administration building that looks out over Philip Highway. A shop steward had noticed figures on the grass setting up a stage, thought it was weird and called up to the Australian Manufacturing Workers’ Union (AMWU) seniors’ office to ask what was going on.


Darryl Waterman answered the phone and said he didn’t know anything about it, but the senior promised to take a look. He hung up and went down to investigate with Leanne, the other AMWU senior.


There they found Bob Glass. Now retired, back then Bob was Holden’s Director of Vehicle Assembly Operations and the factory’s second in command. Glass refused to answer their questions and told them they’d both find out with the rest of the workforce.


Leanne said she needed a cigarette. Together they went outside and talked over what Bob had told them. Both had a pretty good idea about what it meant.


‘The union had been telling the company that if you do get to a point where you are going to pull the pin, make sure the workforce is the first to know, because in the past, decisions have been made and people hear about it on the media before we’re told in the factory,’ Darryl says, remembering the day.


Rumour spreads like fire through large factories, so the pair decided to keep it quiet and went back to their office, where they called Jon Gee. These days he is a South Australian Labor Party rep for the seat of Napier, but back then Jon was an organiser for the AMWU. Darryl and Leanne told him what was going on and what Bob Glass had said before suggesting he get over to the factory, but he was already en route. In the hours before the closure, someone in the company had been calling around anonymously to the major suppliers and anyone with a stake in the factory to tell them it was over.


Darryl and Leanne met him at the gate. He arrived at the main admin building just as word was getting around that the company were shutting down the line and pulling everyone out onto the grass. Jon shook hands with both seniors and looked each in the eye. ‘I think the decision we’ve all been trying to avoid is upon us,’ he said.


It was the middle of summer, 2013, and the clock was pushing 2pm. By now, there was nothing else for the three union reps to do except join the rest of the workforce outside. Together, everyone listened to Holden CEO Mike Devereux announce that the company would close the factory in 2017; then Richard Phillips, Executive Director of Manufacturing, took over the microphone.


Richard was boss at the Elizabeth factory. Tall and square-jawed with an athletic build, Richard was a native son of the region. He’d come up humble, having grown up in Salisbury in Adelaide’s north. His father had worked as a sales manager at the local Big W and Richard had started his working life as an apprentice fitter and turner on the factory line at Holden, where he was awarded Apprentice of the Year in 1991. From there he had climbed the ladder, eventually making it to Detroit where GM taught him how to run a factory before they brought him back home to Elizabeth in 2009 and made him Director of Vehicle Assembly.


By 2012, he was running the place and only a year later he found himself up on stage with the GM men telling the world it was all over. Richard praised the workers for their loyalty and service, and talked at length about the state of the business. There was no easy way to say it, but the factory would close in 2017.


Merry Christmas, Elizabeth.


On the grass, the mood among the workforce was sombre. For a while they had known this might be coming, but now it was really here and the reaction was matter of fact. This was happening and it sucked. But it wasn’t up to them anyway and the more time went on, the more people just wanted to go home. Mostly they were happy they weren’t coming in for the afternoon shift in an hour.


The company then put out an official notice to all Tier 1 and Tier 2 suppliers, those companies that made all the little pieces that went into each car, and from the grassy lawn in Elizabeth, or the City of Playford to use its official title, the news rippled outward. Next to hear about it were the suppliers down the road at the Edinburgh Parks Industrial Estate, just outside neighbouring Salisbury, an old colonial town built along the trade route that eventually became Main North Road.


Then the news thundered south, radiating out along the plains past Mawson Lakes and Gepps Cross, down towards Adelaide. The car industry once dominated out that way too, from Holden’s Woodville factory in Adelaide’s west that operated in the 40s, to Mitsubishi’s Lonsdale factory right down near Reynella. Having a car factory in your neighbourhood was once a sign of progress. Then the 80s rolled around and the big factories started to close, one by one.


And as a century-old South Australian company, CARR Components had seen it all. By this time the firm was getting by making parts for Holden’s Commodore and Cruze models from its factory at Netley in Adelaide’s west, tucked away by Adelaide Airport.


Adam Reynolds, CARR Components’ engineering coordinator who had spent more than half his life in the automotive industry, was standing in the main office when the news broke. If the reaction out the front of Holden had been one of muted despair, the reaction on the factory floor at CARR Components was that of paralysis. No one wanted to believe it. Holden was ‘bigger than the Roman Empire’, as one former Holden worker put it. It wasn’t going anywhere.


Now it was and the news ricocheted through the rest of the building.


Out on the factory floor, a 50-year-old woman got talking to Reynolds. She had spent most of her working life at CARR Components and factory work was all she knew. She wore hopelessness like high-vis.


‘Well … what do I do now?’


‘I don’t know,’ Adam told her.


What else do you say to someone whose entire future had just been brought into question?


‘I don’t know.’




Chapter 2


THE VERDICT


Michael Wetherley was on Jury Duty the Week Holden’s fate was decided. The day it happened, he was sitting on the only case he had been given during his entire tour with the South Australian judicial system. It was the third day of the trial and he’d got up early that morning to get a bus into the city.


The morning paper had a big double-page spread speculating about whether GM would quit the country, and Michael had bought himself a copy. Joe Hockey had publicly dared the company to leave in the days before and now the government was saying GM had already decided to go and just hadn’t told anyone.


Some of those in the jury pool who knew Michael worked at the factory tried talking to him about the whole situation. Those conversations ran the full gamut of opinion and all seemed to follow a theme. ‘It would be sad if it went,’ someone would say. ‘And it would be rough on Elizabeth,’ they’d point out. ‘Because, you know, Holden is the only thing out that way.’


Then would come the counterpoint: ‘But really, it was inevitable.’ ‘The government wasn’t going to keep handing out money forever,’ they would say, and that much everyone could agree with. But then the other comments would start. ‘We’re just wasting the money,’ the opinion was. ‘Why should they get any more? They should just close.’


With that, the verdict was in and it was unanimous. It was sad but inevitable, and the day it was all decided, Michael didn’t learn he would be out of a job until later that night. It’s no-phones-allowed in the hermetically sealed world of a sitting jury and he spent the day listening to the trial of a man from Christie Downs.


‘You know, those bogans down south,’ he jokes, remembering it. ‘The bums who used to work for Mitsubishi.’


The guy at the centre of the case had used a gun to win an argument with his neighbours and for three days the jury had listened to the prosecution make its case while the defence responded with the suggestion that every witness was lying. Through it all, they never heard from the accused because he never took the stand. Instead, the defence lawyer closed her case, and Michael and 11 other good men and women disappeared into the jury room to deliberate.


As this was all happening, one of the biggest moments in Australian economic history was being made. Everyone Michael worked with had been told they no longer had a job. Afterwards, State Premier Jay Weatherill made the 40-minute drive north to the Old Spot Hotel, where he bought rounds for the men and women of Holden who had listened as the company thanked them for their loyalty, thanked them for their service, but said it was no longer required.


As the party wrapped, Michael and the jury found their guy guilty. The court thanked them for their time and by six o’clock he was turned out onto the street. On the walk to the bus, he switched on his phone and the first text was from a friend talking about the end of something. It didn’t register and Michael had no idea what he was on about. He sent his wife, Cheryl, a message telling her he was out and she called him while he was on the bus.


When Cheryl found out, she was at home on the computer typing a letter to Tony Abbott about how his government shouldn’t let the factory close. Her husband worked there, but that wasn’t why she was writing the letter. It was too important to the country, she thought. She wanted Australia to be a country that made things. All countries should make their own things to some degree. People need something they can touch. If you let go of the factories, then you’re starting from scratch. It didn’t make sense to close it down.


She had just hit save when the news came on to say the factory was dead, and the irony wasn’t lost on her.


Over the phone, Cheryl told Michael what had happened and his initial reaction was muted. When he got home, his supervisor called. He had been trying to get in touch all day to let him know what would happen next. That was a question the bus trip home had given Michael a chance to think about. Suddenly, all the questions that those on the shop floor had been asking for the past five years had been answered, only to be replaced with new ones. What would happen now? How would it work? What would happen to all the people?


Then the other thoughts started to creep in. It sure would be something to be there right at the end, Michael thought. This was no small thing. An event everyone would talk about for years to come. Maybe Michael might even be around to help build that last car, to actually be there when it drives off the line in 2017 and closes that period of Australian history when the country used to do its own heavy lifting.



Chapter 3

SCREWED

Darryl Waterman knew they were Screwed as soon as he saw the Chinese factories.

Back then he had been one among a group of senior factory figures, including union reps and area managers, who went on an expenses-paid company fact-finding trip in April 2013. Over a two-week factory shutdown, the group visited the Vauxhall plant in Britain and toured Chinese car plants run in partnership with General Motors (GM) in Shanghai and Shenyang.

There was nothing unusual about this trip. The company did them once every few years as new people rose to senior roles. The idea was to put the Elizabeth factory in its ‘global context’ and time was mostly spent plane-hopping, dealing with jetlag, or touring factories.

Waterman went in thinking they were supposed to be looking at production processes to see what could be brought back to Elizabeth. First stop was the British plant. And it was impressive. Ever since Margaret Thatcher, the country had let its manufacturing base shrivel as companies offshored to China and in doing so helped build the new Chinese middle class. When MG Rover collapsed in 2005, everyone seemed to agree the British car industry was basically dead until the global financial crisis collapsed the UK’s financial services sector and made the government look twice at its manufacturing base. With rising wealth inequality and an economy beset by austerity and recession, car making had new meaning with all the money needing to be spent on new machines and research. During 2014, British Prime Minister David Cameron even went so far as to give a speech to the World Economic Forum where he told British companies to ‘come home’. There was already a steady trickle of British companies ‘re-shoring’ for better-quality production and shorter delivery times from local supply chains, and he wanted more to follow. Britain was to end the 30-year contraction in its manufacturing sector and become the ‘re-shore nation’. By 2015, the British car industry employed 130,000 people and was generating £10 billion a year for the national economy.

But it was the massive Chinese factories that surprised the Australian union reps. They went in expecting sweatshops and low-quality vehicles. What they found were massive factories, full of momentum, with happy workers capable of pushing out hundreds of thousands of cars a year. The year Holden announced its closure, the Chinese car industry produced a little over 18 million vehicles. Australia made a grand total of 210,538. Where the Japanese once outcompeted the Americans by learning how to build cars better through lean manufacturing, the Chinese did it by sheer scale.

‘That’s when we sort of thought, shit, we’re in a bit of trouble,’ Darryl says.

When asked what was missing from the Elizabeth operation, he said, ‘Lots of things.’

Mostly, it was the high Australian dollar that did it. So long as the Australian dollar was sitting around 80 US cents, car makers were earning good money. It didn’t matter much if their only export markets were obscure Middle Eastern economies or that the size of their market share had been winding back into the single digits for years. Those problems were manageable until the dollar started creeping up towards parity and stayed there, making imports cheap while Australian cars became more expensive to make and more expensive to export.

Parity to manufacturing is what drought is to agriculture. For a farmer, no rain means no crops, and a growing debt. For factory owners, a high dollar means high production costs and little return. In both cases, things will eventually change. Fresh rain will fall again and so will the dollar. The question is how long they can hold out, because the longer it takes, the more likely farmers and factory owners are to go broke. Left unchecked, this is how dustbowls and rust belts happen.

‘And you know, that’s why we’re not going to continue after 2017, because there was just too much that we were up against,’ Darryl says. ‘But one of the things that we were trying to do was change the Enterprise Bargaining Agreement [EBA] to something that would allow the company to get some more money out of the business, to try and reduce their costs and get more productivity. The company was struggling running the way it was with the Australian dollar, the drop of tariffs, the cost of labour and the cost of production, full stop.’

While still in Shanghai, the delegation met with two GM reps at the company’s Asia headquarters, one of whom was GM’s Executive Vice President James DeLuca. Over takeaway pizza and cans of Coke, the two GM company men promised to do what they could to help Elizabeth, but at the end of the day, they said, they needed $20 million in savings from a variation to their EBA, $70 million in further government support over the next ten years, and GM Board approval to keep the Elizabeth factory alive and give them the next two models.

This was the first the unions had heard about changes to the EBA. Vauxhall in the UK had just negotiated a change to keep the factory open and now the company wanted the same for Elizabeth. The company offered to help with the EBA, but this was union territory. If it was going to happen at all, it needed to come from them.

Once home, the first thing the company had to find out was whether a variation halfway through the previous EBA was legal within the strict confines of labour law. It was, so the real problem came during negotiations when the company wanted to cap the amount awarded to retrenched workers under the Voluntary Separation Package (VSP). This meant lower payouts if the company suddenly wanted to downsize the operation by 400 people.

This did not go over well with the workforce. VSP agreements have traditionally been uncapped and tied to how long a person worked for the company. The change would punish a worker for their loyalty, because anyone who had worked the shop floor for 20 years and held out to the bitter end may have taken home less than if they had bailed right back when things started getting difficult.

So, the union reps were sent back and the cap was removed. In the end, the unions made deep concessions that amounted to $20.2 million in savings. The variation would mean a three-year pay freeze and less break time, and allow the company to call people in for overtime when they needed it, despite a national standard that prohibited just that. The unions didn’t like it, but they were convinced it needed to happen, so it did.

Not that it meant much. The sacrifice was a nice sentiment, but a false hope. Ever since the US government had to bail out GM in 2009, the company has been brutal about closing old operations to prove to investors that everything is under control. While Vauxhall might have been spared the knife, the Opel plant in Bochum, Germany, wasn’t. In April 2014, the GM subsidiary announced that the Bochum factory would close at the end of the year after more than 3000 workers turned down a company offer to keep production running until 2016 in return for a freeze on pay rises.

The reality for Elizabeth was that the factory’s fate was never to be decided by labour conditions, but by a handful of very important people in Canberra and Detroit. The fact is, the Holden badge may be draped in the Australian flag, but the company itself is a wholly owned subsidiary of General Motors and American to its core. While no one in company management will ever say so on record, or even in private and especially to a reporter, the election of Tony Abbott’s government in late 2013 changed everything. Any industry support promised by the previous government was not coming and globally GM was looking for reasons to close plants. The Australian government simply handed them a good one.

About two months after Holden made its future known, Toyota followed. Its factory in the Melbourne suburb of Altona only opened in 1996 before it was rebuilt when the facility was gutted and expanded and up-scaled to build hybrid cars. The place still had the shine on it when the company told its 2500-odd manufacturing workers it would be shutting down along with the rest in 2017.

Toyota has never closed a vehicle assembly plant anywhere in the world, and Australia had been the first western country in which the company tried to build cars outside Japan, way back in 1963. Since then it has built 3.2 million of the things, 2 million since it opened the Altona plant. Even as it stared down the end, the company was on track to build 90,000 cars in 2015, twice as many as Holden and five times as many as Ford. The Toyota Camry had been the top selling medium-sized sedan for over two decades and it had a viable export market in the Middle East. Closing was never on the agenda.

But once Holden said it was pulling out, Toyota had to follow. As much as they compete, the car companies are symbiotic. A single car is made up of over 30,000 bits and the companies that supply Holden with everything from nuts and bolts to stereo systems also supply Toyota and Ford. It’s why Holden’s decision sealed Toyota’s fate. One without the other increased the risk of a supply-chain collapse, and while both companies could have limped on without Ford, Holden and Toyota needed each other to survive, and without the big three, a good chunk of the little operations that fed them parts could not keep going either.



Chapter 4


LOCALLY SOURCED


As of 11 December 2013, The Australian Car Industry had three years before Holden and Toyota would turn off their factories for good and it wasn’t long before the car companies started to cut back on their orders, forcing the supply chain to consolidate.


As the first job losses trickled in during 2014, Adam Reynolds at CARR Components was among them. Then he was 41 years old, a big man with a gentle disposition. He had spent his working life in plastics and was more or less born to it. His father once ran one of the biggest plastics factories in the southern hemisphere before he sold his share and retired in his thirties, leaving the company to eventually become Trident Plastics.


‘South Australia used to be a big plastics mecca at one stage,’ Adam says as he talks about what life was like in the 80s when work was easy. Adam had started out at 17, leaving high school at the end of Year 10 and picking up a job as a machine operator at Blown Plastic Products. Pretty soon he was job-hopping his way through the industry until he landed at Philmac, an iconic South Australian plastics factory that first started in 1929 and specialised in making valves used in irrigation.


‘There was a position where I said that I could do a job, which I completely bullshitted my way into,’ he says. ‘They worked that out on the first day and they were going to get rid of me. They said I needed to get my act together pretty quickly, so they gave me a week and I worked my arse off and they kept me on there. I stayed there for two, three years, I think it was.


‘I’ve gone from being an operator and having seniors telling me that people who are operators haven’t got much chock, to become Divisional Manager of Injection Moulding in charge of over 40 people. And that wasn’t easy in itself. It was a steep learning curve for me.’


Much later, CARR Components brought in Adam as Engineering Coordinator to do Advanced Product Quality Planning Workbooks for clients making new orders. The biggest client on the books was Holden, so when Holden pulled out, those orders stopped coming and Reynolds’s service was appreciated but no longer required.


Adam and his partner had already seen the end coming as early as 2010, and had started to make plans for their family. By the time he was made redundant, Adam was on the way to earning a qualification in Workplace Health and Safety with a view to getting himself into a management position. Even then, he wasn’t out of work for long, picking up contract work with AiAutomotive, another South Australian-based supplier that runs its own press shop and the state’s largest e-coating facility.


This is the way it went in the car industry. Once upon a time, anyone who found themselves out of a job could usually find work at one of 700 to 800 companies in the supply chain through word of mouth or reputation. That was the nature of the industry. Supply workers would climb the chain to the big manufacturers and the suppliers would catch workers from the car makers.


It was a support network a person could count on, until the supply chain started to consolidate and work became increasingly scarce. Not long after Adam lost his job at CARR Components, he heard they were being taken over by a younger company, Precision Components and, on 31 July 2014 the factory changed hands.


At the time, AiAutomotive wasn’t in any better shape. By the time Adam came on board it had been in receivership for at least two years, well before everyone knew the Australian car industry was dead. The business had only been saved when Holden and Ford started paying its bills to keep it afloat and keep the e-coating facility running. Adam, and everyone else in the building, knew then that if AiAutomotive couldn’t be stabilised by the time the car makers left, it would sink, taking its workers down with it.




Chapter 5


THE NUMBER GUYS


‘And by the way, Economics is not a Science, It’s a point of view,’ Göran Roos says when asked about the Productivity Commission’s 2014 position paper on whether the federal government should have continued to provide financial support to the car industry.


‘There are many different points of view, the difference is in the assumptions they make,’ he says. ‘If you are a Productivity Commissioner, what you have is an economic framework based on the neoclassical economic framework. So, what you get is a predictable point of view and then you look for things that support that point of view. It wasn’t prejudged, so much as a predictable outcome.


‘It was expected.’


An honorary professor at Warwick Business School in the UK and founder of the think tank Intellectual Capital Services Ltd, Roos was approached in 2010 by the South Australian government, which brought him in as a Thinker in Residence. After he handed in his report ‘Manufacturing into the Future’ on 19 March 2012, he was offered a position chairing the Advanced Manufacturing Council.


It turned out to be an excellent career move. In places like the UK, Switzerland and Germany, the ideas Roos had been talking about have pretty much become standard in conversations about manufacturing and industrial policy. In Australia, however, his ideas are new and his work tends to be referenced alongside that of Adelaide University economist John Spoehr in nearly every conversation about the future of Australian manufacturing.


It’s not hard to understand why. Roos brings to the conversation a level of nuance that doesn’t reduce the whole problem to a black-and-white argument about free-market economics versus protectionism.


‘I can’t understand why we don’t have a smarter approach to industry policy,’ Roos says. ‘I mean, people hate me saying that, but the key is to create an environment where winners emerge. You don’t pick winners.’


He laughs when it is pointed out to him that he is unusually blunt.


‘There’s no use not being blunt.’


Roos’s ideas come with a long intellectual pedigree, but the main concept draws on the ‘Economic Complexity’ reasoning of César A Hidalgo of Massachusetts Institute of Technology’s Media Lab and Ricardo Hausmann of Harvard University’s John F Kennedy School of Government. The basic concept is that economic prosperity depends largely on a country’s ability to access ‘capabilities’.


All this means is that a complex economy with access to a range of skills is able to solve problems thrown up by new manufacturing projects. In doing so, all the people in between, all solving new problems, create growth in the wider economy. Low levels of economic complexity see countries struggle to develop the wealth needed to maintain a high living standard. As a result, they face problems in areas such as crime, health and poverty. High levels of complexity mean a deeper level of capability within an economy, more entrepreneurial activity and a wider range of skills available. This generates growth and results in the higher living standards that define developed economies.


Roos names Japan, Germany and Switzerland as examples of countries with high complexity. Each, he says, scored about a two out of three on the ‘Economic Complexity Index’. By contrast, the US sits at about 1.6 and Australia at 0.7.


‘So, not very high to begin with,’ Roos says. ‘This is why sophisticated economies try to develop and maintain industries that “drag up” economic complexity.’


Car making and defence manufacturing are two such industries. Roos gives the example of a university graduate who designs a product and wants to set up a company to produce it. They can’t do so alone. What they need is someone who knows plastics, some other people who know how to bend metal and more still who know how to build an efficient production line. If there is no one who can do this locally, they will go somewhere else to find someone who can. The local economy then misses out on new growth, new tax income and new applications for old skills where new industrial processes push boundaries and solve new problems.


This is what the car industry provided. In Roos’s view the industry’s end, and the wider hollowing-out of Australian manufacturing, will have knock-on effects for the rest of the economy, forcing the country to become more dependent on primary industries and low-end services. Roos says this will lower the amount of overall wealth, as people earn less, lowering the amount of tax revenue generated, making it more difficult to provide key services, and threatening the overall standard of living.


With this, the decision of a government to act, or not act, in support of an industry becomes less about ‘protecting’ industry or ‘letting the market handle it’. Instead, the issue is whether governments should invest to ‘secure higher standards of living’. Roos brushes off any suggestion that he’s calling for protectionism and says he is for a free market. ‘Protectionism never helped anyone,’ he says. His main point is that if a country chooses to let an entire industry shut down, it must manage the closure carefully. Otherwise, economic scarring occurs where a region loses its skills base, threatening its ability to recover from a recession.


From that point, skills are ‘very hard indeed’ to recapture. ‘And if you wait for ten years or longer, it becomes basically impossible,’ Roos says.


And it’s not just the cars, it is ships, it is rail, it is anything that can be made, according to Tom Skladzien, economic advisor to the AMWU, who says that for a long time now Australian manufacturing has been bleeding.


‘What the mining boom did was push up the dollar,’ he explains. ‘The dollar went up not because we’re lazy or we don’t produce enough, it was because the world economy is in American dollars. It’s not just the car industry either. It’s other industries such as rail. We’ve got core industries shedding jobs.’


What Skladzien is talking about is ‘Dutch Disease’, so named by The Economist for what happened to the Dutch economy in 1959 after the discovery of a large natural gas field. Dutch Disease describes what happens where a resource boom causes foreign investors to cash in. The sudden flood of money and huge profits generated raises the value of the local currency. In turn this makes imports cheap and exports expensive, which puts more pressure on manufacturing as economic activity increasingly focuses on resource extraction. Once the boom ends, resources run out or it just becomes too hard to get them out of the dirt, manufacturing will have withered and the wider economy is left anaemic, threatening its overall stability. Skladzien says that as of 2014, this was the state of the Australian economy and to prove it he points to Australian Bureau of Statistics numbers showing investment in mining growing at the expense of manufacturing around the same time the dollar began to spike in 2006.


Skladzien refers to Roos when explaining that economies unable to turn resources into consumable goods don’t do well in the long run, as the main industries they tend to depend on are the rather straightforward work of farming, mining and tourism.


‘Basically, digging up shit,’ he says.


Of course, the Federal Productivity Commission would disagree. In early 2014, the Commission released its position paper ‘Australia’s Automotive Manufacturing Industry’ on whether the government should provide funding to the car industry and, predictably, advised against future government assistance. The report directly rejected the kind of arguments made by Roos and Skladzien. Essentially, the Commission didn’t seem interested in any argument that couldn’t immediately and precisely quantify, in exact dollars, why the government should continue to support Australian car makers.


In terms of the arguments made by Roos, the Commission answered by reducing the issue to one of ‘spillover’ and then making two points on page 55 of the document. First, the federal government should only support industry to secure spillover benefits where those benefits would not be otherwise achievable by private companies; and second, the car industry was nothing special.






In the Commission’s assessment, it is unlikely that the spillovers uniquely associated with Australian automotive manufacturing are of sufficient magnitude (relative to those for other industries) to provide strong support for ongoing industry-specific assistance measures. Furthermore, the Commission does not consider that the particular characteristics of the automotive industry render generally available measures (aimed at supporting spillover-generating activities such as R&D) ineffective.








The rest of the 215-page document follows a predictable pattern. Each argument made by representatives from various car-industry lobby groups, state governments, unions and industry associations were generally brushed aside as being too hard, too expensive, too protectionist or pointless because workers were overpaid anyway. Even the idea of softening the impact of the closure over five or ten years was rejected on the basis that it might undermine the competitiveness of the market.


The whole thing was coming down, the Commission said, and it was going to happen all at once, in one clean motion.


The Commission’s view that the car industry was not worth saving is one also shared by economist Richard Blandy.


‘We’ve got to adapt to the world as it revolves around us,’ Blandy says. ‘Economies evolve all the time as relative costs, demands and technologies change. You’ve got to evolve with the world economy and if you don’t, you’ll be taken to pieces by those who have. Assembling cars in South Australia cannot compete with assembling cars in Thailand.’


Rhetorically, Blandy’s metaphors for talking about the end of the Australian car industry are all biological. Companies, he says, must ‘adapt’ to changing environments. Communities must ‘evolve’. Closure, like death, is part of the ‘natural order’ of things. The aim for economic policy, then, is not to protect the old but to provide fertile ground for something new.


Blandy, an adjunct professor at the University of South Australia’s School of Business, carved out a niche at Flinders University and Melbourne University when he returned to Australia after graduating from Columbia University in New York in 1969.


The starting point for his thinking is a belief in the ‘virtues of competitive markets’ where prosperity is driven by competition. Where competition lags, growth stalls, leading to higher unemployment and lower standards of living. Competition does this by always working to disrupt the existing status quo in the marketplace, which gives a new company the chance to emerge, establish itself and grow. In doing so it creates new jobs. Over time, this process means jobs are made or become obsolete. All advanced economies, Blandy says, have seen a decline in manufacturing and Australia is no different.


In theory at least, this is not all that different to the kind of thing Roos would say. But, then, economics is all about emphasis, and small differences make for big changes in outcome.


‘Seventy per cent of our economy is services,’ Blandy says with emphasis, before pointing out South Australia has eight per cent of the country’s high-tech start-ups, slightly more than the state’s share of the national economy. Blandy then refers to a report released in April 2014 by StartupAUS, titled ‘Crossroads’, which expands on this idea. From the outside, this vision for the future seems to be one where the South Australian economy is more or less driven by its own kind of Silicon Valley.


This was a continuation of a theme Blandy had outlined back in March with an opinion piece he wrote three days before the 2014 state election. It was titled ‘Our Post-Industrial Future is a Rejection of Bigness, Centralisation and Bureaucracy’, and opened with a direct plug for South Australian Liberal leader Steven Marshall. If Roos has become the darling of state Labor parties, Blandy’s own star would have risen had the Liberals not lost the South Australian state election three days later.


The central thesis in Blandy’s piece is that big operations have to think small to survive. It describes a post-industrial future for Adelaide that ‘is not socialistic in the sense of “big government”’ and made up of small-to-medium enterprises or ‘the creative industries’. This refers to small, ‘highly networked’ businesses that are ‘horizontally organised’ and heavily reliant on the Internet. They are united, in Blandy’s thinking, by the idea that ‘small is beautiful’. What Blandy is sketching is an economy driven by start-up culture, small design firms, tech start-ups of the kind that created AirBnB, and contractors working out of co-working spaces like HUB Adelaide. In a sense, this vision for South Australia is just a twist on a set of ideas that are largely American imports.


What they promote is a vision for work that prioritises the abstract over the real; where software, finance and tourism take precedence over making, shipping and building. It is exactly the kind of cultural and economic change that Edward McClelland’s book Nothin’ but Blue Skies chronicled in the American rust belt where post-industrial communities have struggled and where ideas for how to cope generally follow the same pattern.


Once the factories have been used up and social blight has been allowed to set in over years or decades, poor, post-industrial neighbourhoods are suddenly ‘rediscovered’ for their ‘grit’. These places are then remade with buzzwords like ‘revitalisation’ and ‘renewal’ for people with disposable income who had the privilege of an education that taught them a profession or how to code. Over time, the benefits tend to flow to wealthy new arrivals rather than locals who lose their job and struggle through the hard times, only to be pushed out as rent and rates climb skyward.


When pushed on whether services could realistically fill the skills gap left by manufacturing, let alone re-employ those who might lose their jobs with the end of the car industry, Richard Blandy redirects the question by talking about protectionism.


‘Why do you want to protect something?’ he says. ‘At the end of the day, a car industry left with significantly higher protections than anything else couldn’t survive. The idea you’re going to be a part of some industry forever is misleading.


‘Nothing stands still.’



Chapter 6

HANDMADE, LOCALLY GROWN AUTOMOBILES

Each day, The 123-Hectare Holden Factory Sucks in 402,000 car parts. They are either made on site or received in one of 274 truck deliveries or 33 cargo containers from any of 33 direct suppliers in a supply chain made up of 700 to 800 companies. The average length of service is about 17 years for the 1600 people who work the factory across two shifts, the first starting at six in the morning and the second ending at midnight. Every person there helps in some small way to build 335 cars, daily.
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