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Introduction


Australia is a nation of city-dwellers. Many of the joys of Australian life—its energy, optimism, cultural diversity, good food, green space and passion for sport and the outdoors—are found in cities. Many of its problems are as well.


Home ownership among younger people is declining, while renters, who make up one in four households, face insecurity and instability. As more people live further from city centres, traffic congestion is getting worse. For many, commuting is becoming intolerable. Social isolation is deepening, while polarisation between rich and poor, young and old, the inner city and suburbs, continues to grow. Failure to manage our cities well is hurting our economy.


This is a book about these problems, and how to solve them. Over the next eight chapters, we will explore what life is like today in Australia’s cities. We will meet individuals, couples and families all struggling with situations our cities have imposed on them. In a few cases names have been changed at a person’s request, but all case studies are of real people in real situations.


Across the world, leaders, policymakers and experts are paying increasing attention to cities and the benefits they bring. Developing countries know that rapid urbanisation is good for the living standards of their population. Australians are lucky that so many of us already live in cities. But we barely recognise our luck, and we’re in danger of wasting it.


Partly this happens because we’re complacent about our cities. They aren’t central to our national identity. Australian cities rank highly on international ‘liveability’ league tables, giving us an excuse to ignore their problems. But many Australians’ lived experience of cities is quite different from what international rankings designed for globetrotting executives suggest.


Chapter 1 asks why we live in cities, and looks at their evolving role in Australian history. It looks at how cities work, the trade-offs and hard decisions they confront us with, and what we need from them.


Chapter 2 looks at how we depend on cities for jobs and good living standards in the evolving global economy. We see how the greatest concentrations of economic activity in Australia are not in the Pilbara and other mining regions, but in the centres of our largest cities. To be productive, businesses need a choice of potential employees, while employees likewise benefit from as wide a choice of potential employers as possible. The chapter asks whether Australian cities do a good job of connecting people and jobs—a critical task in an economy where we increasingly rely on our brains to earn a living.


Chapter 3 looks at how cities affect the opportunities available to us—the ‘fair go’. Being able to get to a good choice of jobs in a reasonable commute time is vital to individuals. If people have no choice but to live far from jobs and transport, they will have fewer jobs they can get to, making it harder to build their skills, and making them more vulnerable if they lose their job. Difficult and expensive commutes can also take a considerable toll on family life, leaving many women in particular to face very hard choices.


Of course, we are not just workers and employees. Chapter 4 looks at social connection, perhaps our most important psychological need, and how our cities can help or hinder it. At a time when single-person and single-parent households are growing fast, we look at how limited housing choices and inadequate transport leave many at risk of isolation and loneliness.


Chapter 5 looks at how the current housing market often works against the interests of the economy, the fair go and social connection, particularly in preventing people from living in the kinds of dwellings and neighbourhoods they would choose if they could. Myths about housing—that everyone wants to live in a detached house on a quarter-acre block, for example—are among some of the most embedded in Australian culture. In fact, Australians want a mixture of housing options, but the market isn’t supplying them. Australia confronts an increasing divide between older home owners and a younger generation that is either locked out of home ownership or pushed to the fringes of cities, far from jobs and good transport.


Chapter 6 looks at how we get around our cities. More and more Australians face longer commutes over longer distances. Roads are congested, while public transport is not a realistic alternative to driving on congested roads in many areas, especially outside the inner city.


Chapter 7 looks at why we are not only failing to fix these urgent problems, but are barely recognising them. Cities are caught between the three tiers of Australian government, hardly registering on the agenda of many politicians. Yet their leadership is also poor because many residents are unwilling to consider the possibility that cities could get better. And so we get short-termism and failure: easy answers that don’t work, plans that never happen, and more of the same things we’ve been doing, even when these make matters worse.


Yet there are reasons to be hopeful. Cities have been turned around before. Some overseas cities are models of change and decision-making that have involved all residents in shaping the future. The final chapter outlines the kinds of changes that would fix our cities, and build a richer, fairer, better Australia. The ideas exist. We only need the courage to adopt them. 





Chapter 1


A nation of cities


IN AUSTRALIA WE BELIEVE many myths about our country. We think we are laid-back, but we work some of the longest hours in the world. In the spirit of Ned Kelly, we think of ourselves as anti-authoritarian, yet we comply with seatbelt and bicycle helmet regulations, and nearly all of us vote in elections, as the law requires.


When we Australians portrayed ourselves to the world in the opening ceremony of the 2000 Sydney Olympics, we chose 120 stockmen and women dressed in bush clothing and riding horses to the movie soundtrack of The Man From Snowy River. Similarly, all but one of the thirty-nine drawings in the Australian passport depict flora, fauna and outdoor recreation, while the thirty-ninth is an outback pub. Citizens of one of the most urbanised nations on the planet carry an identity document that does not depict a single feature of any Australian city or town.


A greater proportion of Australians live in cities than nearly any other country. Sydney, Melbourne, Brisbane, Perth and Adelaide all have populations of more than a million. Together they house more than three in five Australians. Three-quarters of Australians live in cities with a population above 100 000, compared to 68 per cent of Americans, 71 per cent of Canadians and 62 per cent of people in the United Kingdom.


Australia’s cities date from European settlement: the first settlers landed at Sydney Cove in 1788. Subsequent permanent colonial settlements included Hobart and Newcastle in 1804, Moreton Bay (now Brisbane) in 1824, Swan River (now Perth) in 1829, Adelaide and Port Phillip (now Melbourne) in 1836.


The discovery of gold in the mid-nineteenth century transformed the Australian economy. In just twenty years the population grew from 430 000 to 1.7 million. Aside from this first—and biggest—mining boom, agriculture dominated the early Australian economy. Shortly after Federation, in 1906, almost half of Australia’s four million-strong population lived on rural properties or in small towns of fewer than 3000 people. Many were market towns serving the agricultural economy. Only about one in three Australians lived in a city of at least 100 000 people.


The legacy of our historical dependence on the bush is powerful. In 1901 a third of Australian workers were employed in agriculture, forestry, fishing or mining. Australian ingenuity—including inventions such as the stump-jump plough—made our farmers some of the most productive in the world. Until well into the twentieth century we depended on wool as our main export. The men who produced it came to epitomise what it was to be Australian.


But we are no longer a nation of farmers, graziers, shearers and drovers. The days of the economy riding on the sheep’s back are long gone. Wool is now much less important as an export, even if the phrase still evokes the importance the agricultural industry had to the country’s wealth. The volume of agricultural production continues to increase, in no small part through the increasing role of machines, and the sector is still a big exporter. But today agriculture employs only 3 per cent of the Australian workforce and contributes about 2 per cent of our national income.


After World War II came the rise of manufacturing as Australia’s dominant industry. Around 1960, more than a quarter of all working Australians worked in manufacturing. The industry generated almost a third of our income.


With the rise of manufacturing, Australia’s prosperity shifted to big cities, and often to their suburbs. Many people migrated there from rural areas, drawn by the prospect of jobs in manufacturing. By the end of Robert Menzies’ record term as prime minister in 1966, more than three in five Australians lived in cities of more than 100 000 people.


The manufacturing industry greatly influenced the layout of cities. Many manufacturers, needing large amounts of land, located their factories where it was plentiful and affordable. Suburbs away from city centres had far lower rents and less congestion. Western Sydney became Australia’s largest manufacturing region. The outer suburbs of Melbourne and Adelaide became home to many industrial plants, including car manufacturers such as Ford and General Motors Holden.


Postwar growth in car ownership made possible the shift to a manufacturing economy with a strong suburban presence. ‘It is easy to forget just how liberating the car was,’ write city planning and economics experts Marcus Spiller and Terry Rawnsley. It delivered an enormous boost to productivity by giving people access to a wider selection of jobs. ‘Skills were better matched to industry needs and workers acquired new skills more rapidly, simply because of the mobility offered by the car.’


Car ownership and dispersed employment opportunities enabled many people to build houses in what were then outer suburbs of Australia’s cities—places such as Altona in Melbourne, Silverwater in Sydney and Acacia Ridge in Brisbane. Owning a detached house on a quarter-acre block came to be known as ‘the great Australian dream’.


Growth in the manufacturing industry eventually began to decline as a proportion of the economy. In the last twenty years the number of people employed in manufacturing has broadly stood still as the nation’s economy and population have grown. Manufacturing now employs less than 10 per cent of working Australians.


More recently, the mining boom has been pivotal to Australia’s economic growth. Yet it is worth putting mining’s importance to the economy into context. Since Federation in 1901, mining has never produced more than 10 per cent of gross domestic product (GDP). Today the industry employs 2 per cent of working Australians, while the Reserve Bank of Australia estimates that the Australian mining sector is 80 per cent overseas-owned. It is much less important to the economy now than manufacturing was in the 1960s.


While Australia’s natural resource deposits are typically in remote areas, many mining-related jobs are not located in the Pilbara, the Hunter Valley or the Bowen Basin. In Western Australia, where the most productive mining regions are located, more than a third of people employed in mining actually work in Perth. These include geologists who assess mineral deposits, engineers who design mining equipment and programmers who develop mining software. All these highly skilled workers have enabled the Australian mining industry to be one of the most productive in the world.


Today, when more than three-quarters of Australians live in cities, the economy is no longer driven by what we make—the extraction and production of physical goods—but rather by what we know and do. Some of the highest recent employment growth has come from professional services such as engineering, law, accountancy and architecture, from construction—whether of housing, offices, mines or roads—and from health care to support an increasingly affluent and long-lived population. Today Australia’s fourth largest export sector is educating international students—something we barely did thirty years ago. Like other advanced economies, our economy is becoming more knowledge-intensive, specialised and globally connected. We have limited control over these trends, but they present us with many opportunities. And as with other periods in our economic evolution, this kind of economy has implications for what happens where.


Yet old notions die hard. Legacies and myths about the Australian economy keep a powerful hold on the popular imagination. The reality is that cities, knowledge and services are the engines of the Australian economy today, even if the bush and primary production still carry a certain romance. It’s probably more glamorous and exciting to think of ourselves as a nation of jackaroos or mine supervisors than deskbound office-dwellers, sales assistants or nursing-home attendants. But the facts don’t lie.


Cities generate most of our national income: 77 per cent. Big cities are especially important. Sydney, Melbourne, Brisbane, Perth and Adelaide together generate two-thirds of Australia’s income. Sydney alone produces around the same amount as the combined economic output of every city and town of less than 100 000 people, and all rural and remote areas, across every state and territory. To make this contribution, Sydney requires a tiny 0.16 per cent of Australia’s land mass.


Australia’s cities


Australia’s biggest cities are large even by international standards. For example, the Netherlands has a population of seventeen million, roughly similar to Australia’s twenty-three million. But its largest city, Amsterdam, is a quarter of the size of Sydney.


Australia’s five largest cities are all home to more than a million residents. Together, Sydney and Melbourne are home to about two in five Australians. This has many advantages. As we will see, large cities provide more opportunities for their residents and larger markets for the businesses operating in them.


The concentration of people in a handful of cities has deep historical roots. Unlike most countries, in Australia towns were created first, and rural populations followed. Instead of emerging slowly from farming communities, our cities began as administrative bases for the colonies.


Although they have similar beginnings, Australian cities differ on many dimensions, from size and shape to demography and climate. Sydney has almost three times the population of Perth. The typical family in Canberra earns roughly 60 per cent more than the equivalent family in Hobart. Sixteen per cent of Adelaide’s population is over sixty-five, compared to 6 per cent in Darwin.


In the thirty years to 2013, Australia’s population grew by almost eight million people. Population growth comes from the number of children people have. It also comes from immigration. Natural increase (births minus deaths) and net migration (people arriving in Australia minus people departing) both contributed about four million new residents to Australia across this period.


Most of Australia’s population growth happens in cities, with their greater opportunities for employment and for connecting with other people. Figure 1.1 shows how the size of Australia’s five largest cities has grown between 1981 and 2011.




Figure 1.1: Population of Australia’s five largest cities, 1981–2011
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Australia’s large cities also have diverse populations. One in four residents speaks a language other than English at home. One in three was born overseas.


Why people live in cities


Living in a city with many other people has many benefits. One of them is scale. The more people who come together, the more that businesses and employees can specialise. Pooling lots of people’s needs and wants creates many opportunities to specialise in meeting common needs. The large populations of cities offer more sellers and buyers, looking to buy and sell more things.


When lots of people own cars, for example, different mechanics spring up. All compete with each other to earn income from customers. Some might expand to offer services across the city, offering consistency wherever customers live. Repco boasts about thirty authorised service centres in Brisbane, and KMart Tyre and Auto Service around the same. Others run more boutique businesses, providing customised services. Memory Lane Classic Auto Restorations in Perth specialises in repairing classic automobiles and vintage cars. Still other mechanics might make convenience their point of difference. Lube Mobile has offered services at their customers’ homes since 1982.


A critical mass of mechanics means that suppliers of equipment such as hoists and car parts are more likely to do business in that city. The mechanics themselves benefit from more choice and lower prices as suppliers compete for their business. In cities with large populations, these kinds of benefits snowball across the economy.


Competition between mechanics drives prices down and gives customers more choice. People who want jobs as mechanics also benefit, as they can specialise in the kind of work that fits best with their own skills and interests.


Cities also make it possible to specialise in meeting more niche needs. For example, there is enough demand among chess-playing Melburnians to sustain a dedicated chess supply shop. Chess World is the kind of niche business that wouldn’t be viable somewhere with a small population.


The diversity of needs and wants across cities’ large populations makes it more likely that individuals can find work that makes the most of their abilities and experience. For example, the job market in Sydney, our biggest city, is extremely diverse. Cleaners, plumbers, manicurists, scientific researchers and senior executives of multinational companies can all find plenty of job opportunities. The Australian Bureau of Statistics divides the Australian job market into 474 kinds of role, encompassing everything from outdoor education guides to sales assistants, truck drivers and nurses. There are people doing 473 of these kinds of jobs in Sydney. The only group missing is aquaculture workers. So if it’s possible to do something for a living in Australia, there’s a very good chance you’ll be able to do it in Sydney. Cities give people more choices.


Sydney’s job market is also very deep. Its two million workers span many employers: sole traders; small, medium and large businesses; charities and government agencies. Not all of them will be hiring at any particular time. But the depth of the job market increases the likelihood of there being at least one employer looking to hire someone with any given set of skills.


Almost all migrants to Australia—85 per cent—settle in a city of more than 100 000. Half of them settle in Sydney or Melbourne. One of the reasons they do so is to maximise their chances of finding a job that makes the most of their skills and experience.


The number and range of needs and wants in cities—especially large ones—give people an incentive to train and develop their skills. Becoming an engineer requires four years of full-time study. Students are unlikely to undergo the long years of training—paying considerable fees and forgoing income they could otherwise be earning—unless they are reasonably confident there will be a demand for their engineering skills when they finish their degree. A large city is more likely than a small town to have enough demand for engineering services to justify students learning these skills. This is even more the case in specialised fields such as software, electronic or hydrological engineering.


In turn, universities, TAFEs and colleges are needed to enable people to develop their expertise. These institutions are more likely to flourish in places with sufficiently large populations to create the demand for the skills they teach, and from which they can recruit experts to provide the training they offer.


As a result, many people stay in cities and move to cities. They provide opportunities: to get a job, to get a better job, to start a business or to build skills.


After finishing school in Ballarat, Cameron Harrison completed an economics degree down the road in Geelong, but there was little local demand for the specialised economic modelling and analysis skills he had learned. He moved to Melbourne and found a job in the public service, helping to provide economic advice to the Treasurer.


Cameron’s experience of moving to a large city to make the most of his skills is not unusual. Nor is moving to a larger city to develop those skills in the first place. In Ballarat, fewer than one in five people have a university degree, and the average income is about $50 000 a year. Melbourne’s larger population creates much more demand and reward for more specialised skills. The financial pay-off from making the most of your skills in a big city can be substantial: the average income in Melbourne is almost a third higher than in Ballarat.


Cities also make it easier for households in which both partners want to work. They make it possible for each partner to get to jobs that best utilise their skills. There are simply more jobs and a broader range of jobs available.


The breadth and depth of city job markets also make it easier for people to bounce back if they lose their job. Cities also offer more opportunities for a person to find a better job than their current one. In rural areas, with smaller numbers of employers and ranges of jobs available, it can be much harder for people to find another job if work in their own industry is drying up.


At the start of 2014, SPC Ardmona’s parent company, Coca-Cola Amatil, foreshadowed that SPC might close its fruit-canning operations near Shepparton, a regional centre of around 30 000 people in northern Victoria. Closure would have led to about 750 SPC employees losing their jobs, and wiped out a major source of income for local farmers, other SPC suppliers and the town as a whole. Shepparton’s mayor, Jenny Houlihan, said the closure would leave ‘an irreversible gap’ in the local economy, causing the unemployment rate to jump by a third—to 10 per cent. In response to the potential damage SPC’s closure would cause to the Shepparton community, the state government committed $22 million to enable SPC to continue its operations.


In context, the greater diversity of jobs available in large cities means someone losing their job will typically have a better chance to find a new job with a reasonably close fit for their skills and experience.


Mat Beyer worked for a Melbourne restaurant, serving customers and maintaining the restaurant’s website and social media presence. The restaurant abruptly went out of business in early 2014, and Mat lost his job. But he was not unemployed for long. A small business specialising in developing websites for restaurants and helping them market themselves using social media employed him, and he was again using the skills he had built up at the restaurant.


The way cities help people to bounce back if they lose their job also makes it easier for people to take risks and start businesses of their own. If the business fails they have a good chance of finding another job in their field. By improving people’s economic security, cities can also stimulate entrepreneurship.


Of course, people have other priorities beyond material needs. Social connection and health are among the most important. The reasons permanent migrants to Australia mainly settle in Sydney and Melbourne are not just economic, though these cities offer diverse economic opportunities to make the most of migrants’ skills. Even more importantly for many, these cities are more likely than other places to have communities from the migrant’s home country. These support networks can be vital for someone adapting to a new country and often a new language and way of life. They explain why many immigrants from Vietnam, for example, have settled in Springvale and Footscray in Melbourne, and Bankstown and Cabramatta in Sydney.


Wanting to connect with people with similar experiences and perspectives to our own is a human phenomenon, not just an immigrant one. Social connection is integral to wellbeing. Relationships with family and friends are among the most important things in our lives.


Cities offer more chances to connect with like-minded people than small communities. Just as cities give car-owners a wider choice of mechanics, they provide people with a wider choice of non-work activities and a wider range of possible social connections, including a wider choice of potential partners and friends. Throughout history people have moved to cities not just for economic opportunities, but also to connect with other people. While some people see cities as anonymous, uncaring places, others appreciate that in cities, if you want to live your life in a particular, even unusual, way you can.


The scale of cities permits specialisation, which means you are much more likely to come across people with similar interests, no matter how obscure. Cities that are big enough can support everything from amplified ukulele collectives to competitive dog grooming. Their populations make a critical mass—it’s no surprise that major international bands touring Australia rarely venture beyond our big cities.


People living in cities live longer, on average, than people living in rural and regional Australia, and also typically enjoy better health. For example, a higher proportion of Australians living outside cities suffer from type 2 diabetes than do people within cities.


Higher incomes and better job prospects help to make city-dwellers more healthy than people in smaller communities. Better access to health care is also a factor. Specialised care such as cancer treatment and heart surgery is expensive, and since only small numbers of people have the skills to provide this care, it is almost inevitable that the small number of hospitals offering it will be located in the nation’s biggest population centres.


The link between geography and health is reflected in people’s own perspectives. Social research among New South Wales residents found that people in regional New South Wales are much more concerned about health care than are Sydney residents. In 2014, Rural Doctors Association president Dr Ian Kamerman was reported as saying that some rural residents have to wait up to six weeks just to see their GP, then face a wait of up to a month for tests such as ultrasounds, MRIs or CAT scans. City residents do not typically face such long waits.


The downsides of cities can be managed


Cities have polarised people throughout history. The eighteenth-century philosopher Jean-Jacques Rousseau called them ‘the abyss of the human species’. In nineteenth-century novels, newly growing cities were often portrayed as ‘antisocial’. Disconnected from tradition and nature, city-dwellers were depicted as culturally rootless and morally adrift. The desolate city found its opposite in idealised accounts of village life, where residents were still grounded in the seasonal rhythms of agriculture that bound them as a community.


As with most things in life, polarised positions are a poor guide to real experience. But there is no doubt that many people coming together in cities create challenges that must be managed. Our own choices often affect the choices other people can make, or they impose costs on others. When multiplied by thousands or millions of residents, these small individual choices can compound to have major effects. One person choosing to dispose of leaves and rubbish by burning them in a backyard incinerator is unlikely to have much impact on others. But if hundreds of thousands of city households did so, it could lead to significant air pollution and increases in breathing problems. Indeed, burning rubbish and garden waste used to be commonplace, but is now banned in many parts of Australia precisely because the airborne particles it created harmed residents.


Concentrating large numbers of people in cities has been associated with opportunity, freedom, material prosperity and social connection. But cities have also been associated with infectious disease, pollution, crime, traffic congestion and high housing costs.


Thankfully, we have largely learned how to manage infectious disease. Before the introduction of public sanitation, Australian cities were incubators for disease. In nineteenth-century Melbourne, most sewage and waste from houses emptied into open drains that flowed into street channels, to mix with waste from stables and industrial activity. Bad smells and rampant typhoid were endemic, inspiring one wit to name the city ‘Smellbourne’. But from the 1890s these problems were progressively eradicated as the Melbourne Metropolitan Board of Works built an underground sewerage system.


Cities still carry health risks. If you’re close enough to repair a person’s car, exchange a chess set or play amplified ukulele together, you’re probably close enough to pass on an illness. Yet our capacity to manage public health risks in our cities and elsewhere has improved dramatically. Measles is one of the most severe and highly infectious diseases of childhood. In 1925, a bad year for measles infections, there were 2742 cases per 100 000 of the population. A measles vaccine became widely available in Australia in 1970. In 2007 there were only 0.33 cases per 100 000 people.


Australia has also done well in controlling air pollution. State environment protection authorities restrict emissions that harm air and water quality from industrial emissions and burning waste in backyard incinerators. Australia has had road vehicle emission standards for new vehicles since the early 1970s and these have been progressively tightened over the subsequent decades. Fuel quality standards have increased, and leaded petrol was phased out at the end of 2001. As a result of these and other regulations, Australian cities have some of the cleanest and safest air in the world. In a World Health Organization survey of 1100 cities, only Canada rivalled Australia for having the world’s least polluted air.


Cities are frequently associated with crime. Books and films routinely depict them as shadowy places of criminal activity. And it is true that in large cities a person is more likely to be a victim of property crime, yet he or she is less likely to be a victim of violent crime. While radio shock-jocks and television current affairs programs seem eager to convince us that crime is out of control, the reality is that crime rates have declined since 2005, and have declined fastest in big cities.


Yet other costs or downsides of living in cities endure, and some are increasing. There is a gulf in housing costs between Australia’s big cities and the rest of the country. The typical monthly mortgage repayment across Australia’s five biggest cities (Sydney, Melbourne, Brisbane, Perth and Adelaide) is $1989, much higher than outside those cities, where the typical repayment is $1572. Rents are also much higher in our big cities: typically $320 a week, compared to $225 across the rest of Australia.


Serious traffic congestion also only happens in cities. Big city roads are increasingly congested, as anyone stuck in the 4-hour morning peak on Sydney’s M4 motorway can attest.


These downsides of living in cities can be managed, but we’re not doing a good job of it. Later chapters will show how large cities’ housing markets and transport systems are letting Australians down, and set out ways they can be made to work better.


Ultimately, whether you consider living in a city to be good or bad depends on your values and preferences, and even your stage of life. The pace of life is faster in cities than in regional areas or the bush. Within cities, inner-city areas may be louder and busier than suburbs further out. Some people find this exciting and stimulating, others find it unpleasant, even harrowing.


Some people find that the choices and relative anonymity of big cities gives them the freedom to be themselves, while many small town residents like knowing most of the people around them. An Australian phenomenon of the last fifteen years or so has been the ‘sea changers’ and ‘tree changers’ who leave big cities to escape the fast pace of life, to bring up children or to retire. Proximity to friends, family and social networks are important to both—it’s a matter of taste and preference. In a liberal democracy, people get to choose.


But Australia is a nation of city-dwellers, and this is only intensifying. Cities of more than 100 000 people have grown by about a third since 1991, twice the growth experienced in rural areas and in cities of fewer than 100 000 people.


The Victorian Government has put a considerable amount of money and effort into promoting the benefits of living in regional Victoria. This has encompassed a television advertising campaign and an annual Regional Victoria Living Expo, established in 2012. Yet a ‘Melbourne Living Expo’ would be unnecessary, even implausible. Plenty of people are willing to move to or stay in Melbourne without any official prodding.


Living in cities involves trade-offs


People living in cities face many choices, including where to live, the kind of housing to live in, where to work and how to get there. Scarce land makes these choices more complicated. Land in the centre of a city or in desirable suburbs can’t be increased or moved around. Nor can we build infinitely high buildings. Consequently there are unusually strong trade-offs in how we use land. If a person builds a house on a plot of land, it can’t then be used for another house, a shop, or a road. Inevitably, some people end up unable to live in the suburb or location they would prefer.


So while we rely on markets to give us choices and get us what we want at a reasonable price, markets for housing in cities are very different from the market for mechanics.


The same goes for traffic. Far more people need or want to drive to inner-city employment centres, major sporting events or shopping centres in the lead-up to Christmas than there is space on the road. Congestion is inevitable. Only so many cars can travel down Parramatta Road or over the West Gate Bridge every hour. Much as drivers stuck in traffic might wish otherwise, the laws of physics are immutable.


The inevitable scarcity of land, especially land in desirable locations, means we face strong constraints in making choices that involve place: where to live, the kind of home we live in, how to get around and how close we live to family, friends, schools, transport and work. It means we are less likely to get everything we want. As in other markets, how much money we have to spend also restricts what we can get.


In addition, the choices on offer tend to come bundled together. The number of bedrooms in a home is often bundled with the type of home available. Most inner-city flats have one or two bedrooms. Of course, it is possible to build flats with more than two. But because the type of home and the number of bedrooms usually come bundled together, if a family requires a three-bedroom home, in practice the only viable option may be a detached house.


Housing is also often bundled with particular location and transport options. For example, lower-priced detached houses tend to be located in outer suburbs. Many have limited access to public transport or to services such as hospitals. Detached houses can of course be located near public transport or hospitals, but in practice this is not the bundle on offer to many first home buyers at a price they can afford. If a family requires a large home to bring up children, the parents may have to endure a long commute to work by car. They’re not choosing the latter, they’re putting up with it.


It isn’t just the physical characteristics of a dwelling that get bundled up. Proximity to certain features, such as an ocean view or a good school, in effect gets bundled with the housing in that area and shapes its price. The limits on land close to the good school or ocean view exacerbates this effect.


Another reason that the housing market differs from the market for mechanics is that the former is very slow to change. Many people move house only infrequently: about once a decade on average across the Australian population. More than a quarter of all adults stay in the same home for fifteen years or more. Therefore the range of housing choices available to us may not reflect what we want very well. In the market for mechanics, changes in customer preferences lead an enterprising mechanic to provide fast services, to specialise in servicing particular kinds of car or to fix customers’ cars at their homes. All these new practices can be introduced relatively quickly.


Mechanics can also quickly remove from the market products and services that no longer meet customers’ needs. Housing, by contrast, endures for a very long time once it is built. Inner suburbs, such as Surry Hills or Fitzroy, are expensive and desirable for their proximity to city centres and the lifestyle they offer. This is in spite of the often cramped and deteriorating housing in those areas, built in response to the preferences of people many years ago.


The amount of new housing constructed every year is a tiny proportion of the total number of homes in a city. Of course, the new housing that gets built today in turn further constrains what tomorrow’s buyers will be able to afford and live in. Moreover, the needs of people building and buying new housing are probably not representative of the housing needs of the city as a whole.


Housing markets are notorious for not responding quickly to what people want. Developing land and building homes takes time. More fundamentally, the restrictions and regulations governing housing—what can be built where and who gets a say in it—are far more onerous than the rules governing how mechanics operate. These constraints, which this book will consider further, shape how much housing gets built, what kinds of homes get built and therefore the range of choices on offer.


Our cities are the results of decisions made by the people who governed, worked and lived in them in the past. We cannot wipe cities clean and start again. Nor would we necessarily want to. For example, train lines built in the nineteenth century continue to move people to work, school and leisure activities today.


Often, though, the way we live and work has changed enough to make it hard to live with yesterday’s needs and decisions. Over time, the results of individual decisions in turn can constrain the decisions other people are able to make. When multiplied by thousands or millions of residents living in a city, small individual choices can add up to major effects, and can create big problems.


This book seeks to cast more light on how these trade-offs work, who they affect, and how we can improve the choices available to all our cities’ residents.


What we need from our cities


There are different ways of thinking about what matters most in cities. Because we love to compare ourselves with others, international rankings are one method of measuring cities that always makes the news.


Two well-known rankings are The Economist’s Liveability Index, and Mercer Consulting’s Quality of Living Rankings. They rate cities according to the quality of infrastructure, cost of living, cultural opportunities, crime rates and so on. Australian cities usually do well in these rankings, but they tend to take a narrow perspective—that of globally mobile, highly educated professionals. Indeed, Mercer describes its index as a product designed to ‘Compare cities and set hardship allowances for your internationally mobile workforce’. The rankings say much less about whether a city is liveable from the perspective of ordinary residents of those cities. (Quality of life is a real and important phenomenon, and the term ‘liveable’ often comes to mind when we are asked to describe our cities’ identity. But it is also one of those terms that can seem to have as many definitions as users, so its explanatory power is limited. It’s no accident that this is the last time the word will appear in this book.)


So what matters? What should we care about most?


Cities are where most people live their lives. We should judge our cities according to how well they meet the needs of all residents, insofar as cities can shape those needs. Basic needs such as having somewhere safe to live; a job that provides a decent income, and grows our skills so we can keep earning income in the future; healthy relationships with family and friends who care about us. Also essential is a degree of control over our lives, including scope to make meaningful choices about how and where we live, our social and family life, our education and that of our children, our job, how we balance work with the rest of our lives, and how we might have a comfortable retirement.


Cities have a more partial effect on other human needs. They undoubtedly influence the health of their residents. Today we take for granted regular garbage collection and sewerage systems that help prevent disease. Also important are the location and accessibility of health services, the degree to which cities enable walking and cycling and whether residents can access parks and sports grounds. These elements can either promote or discourage healthy lives. But cities are far less influential on our health than are other factors, such as our genes, or whether we smoke.


We live in cities because they offer the best chance to earn income, use our skills and connect with other people. They are the engines of the economy, and contain diverse mixes of people. This book therefore concentrates on how well Australian cities support the economy, provide access to opportunity and promote social connection for all their residents.


Being a nation of city-dwellers has helped Australia become one of the world’s most prosperous countries. Cities generate most of our income. They provide the setting for us to connect with others—whether family, partners, friends, neighbours, workmates or strangers.


As the global economy grows ever more connected, specialised and knowledge-intensive, it turns out to be a stroke of luck that most Australians live in cities. But if our cities don’t work, if we fail to manage the downsides of living in them—expressed in limited housing choices, poor access to jobs, traffic congestion and loneliness—then we squander our luck. The future of our cities will shape everything from national prosperity to the quality of everyday life. Yet there is little appreciation of the hard choices we face. The fate of cities barely registers on the agenda of our politicians. This book seeks to change that, in order to give cities their rightful place in the Australian story.





Chapter 2


Cities and the economy


Since European settlement, the driving force behind the Australian economy has constantly evolved—from agriculture and primary production, to manufacturing in the twentieth century, to today’s knowledge-intensive economy. Similar shifts have occurred across the developed world.


Each of these kinds of economic activity has a geographic dimension. Agriculture and primary production almost exclusively occur in rural and regional Australia. The suburbs of many Australian cities grew hand-in-hand with manufacturing. Knowledge-intensive businesses—which are the most productive today—tend to cluster and thrive in the centres of large cities.
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