South Australia, which
votes next Saturday, will be
one of the first states to
face the nation’s future
economic challenges,
writes Roy Eccleston

HEN Robert Hill left the Senate

last week he lamented his home

state South Australia had every-

thing to offer ““except economic

appadunity™, which meant that
while he would always call Adelaide home, his
children would nat.

Actually Hill is expected to call New York
wme predty soon as the former defence minister
scomes Australia’s new ambassador to the UN.

But his parting shot highlights the looming
challenge SA faces as it works to strengthen and
diversify its one-time rusthelt economy, and
heads to an election next weekend,

Despite Hill's gloomy analysis, there's no
doubt the state i in a much better economic
jposition than five years ago, although there's an
argument about how much better, [t has its AAA
credit rating back, unemployment is low and the
Government i3 finning a small budget surplus,

But it has strictural problems that are difficult
to overcome, such as distance from markets, a
tack of diversity in the economy and perhaps
maost important, the papulation. Too many of the
state’s L5 million are elderly and not enough are
young and skilled. And many of those young and
skilled people, such as Hill's children, will leave.

The state has had the nation's lowest
population_growth, of just 05 per cent, during
the past five years. This means it faces a
challenge to provide enough workers, skilled and
otherwise, to cope with a surge in new projects
and 1o drive further economic growth,

The $3 billion-plus investment in Adebaide for
the air-warfare destroyer project and wp to
23,000 jobs from the mooted $5 billion Olympic
Dam copper and uranium mine expangion are
key elements of 2 more diverse, stronger
economy. But who will da the work?

“5kills will have to be imported into South
Australia,” admits SA Treasurer Kevin Foley, “0
think the skills shortage is both a threat and a
huge opportunity.” Foley says workers will have
to be browght from other states and overseas

ith a progressive migration system. Bat he

wedes that the size and make-up of the state's

population is **a chronde and critical problem we
have to address™

The problem is twofold SA had a surge of
foreign migrants in the 1950s and "60s, but had
a very slow economic period in the "B0s and
"90s, when fewer people came and many young
people left.

Taday, that means more retirees and fewer
skilled workers. The potential problems are
obvious when big new projects begine delays,
bottlenecks, the possibility of wage inflation and
missed econemic opportunity,

5A has one of the lowest unemployment rates
in the country, at 51 per cent. Geaeme Hugo, a
geography professor at the University of Ade-
laide. says it is already experiending “some
tightness™ in the job market even before the big
new projects go on stream.

“Part of the strategy has to be to bring peaple
on through the training and apprenticeship
systems," Hugo says. Luning migrants will also
be important but won't be easy and may need
more direct government support,

“It isn"t a tap to be tumed on and off™ he
wams. *“Peaple with skills are not in abundant

Problems ahead: Opposition Leader Rob Kerin, left, and Premier Mike Rann are shepherded by Ray Martin to their election debate

supply. E an countries are looking for
people with skills, Canada is, the US is. We're in
a competitive market and it iz 3 bit ambitious to
suggest people are just going to come here
without special schemes to grease the rails.”

During the past decade Australia has focused
its migration program Increasingly on skilled
workers who speak English. Britons and New
Zealanders, as well as Indian and Chinese
students who have studied here, are big
companents.  According to Hugo, SA has
increased its share of the migration intake and
now takes about one~quarter of those who apply
for a new visa that requires them to work in
regional areas for several years

But with just 6300 people out of the 123,000
wha came here in 2004-05, it"s not taking any-
where near as many per head as Western Aus-
tralia, which also is strugghing to find warkers in
areas such a5 the booming mining sector.

WA is an example of what SA needs to do,
chides Peter Vaughan, chiefl executive of the
lobby group Business SA. The state had a much
larger population than WA at the tum of the

“The result is that within a decade SA%s
population grows to two million and forms a
critical mass, amd overcomes the lack of too
many old people and not enough young
people." Vanghan claims. “* Also, there would be
an investment in infrastructure that wouldn't
have ocoursed i bess than 100 years.'

Without ungent measures, he says, the state
will drift into *‘gradual senility and obscurity®,
while the rest of the country powers ahead

Credit rating agency Standard and Poor's
analyst Danielle Westwater says there's evi-
dence the state’s economy i maore resilient
“When carmaker Mitsubishi decided to close its
engine facility [last year] the economy absorbed
the decision fxirly well,” Westwater says She
adds that she suspects it would have had a bigger
effect 2 decade ago.

The challenge, thowgh, is to build on it

The state is relatively small in population,
isalated from markets and its rediance on exports
and manufacturing make it more vulnerable to
economic shock than the rest of the nation, says
Business 5a

‘Itis a bit ambitious to suggest people are just going to
come here without special schemes to grease the rails’

Graeme Higo, Unbarsity of Adelside

previous century, was on a par in the early "80s,
but today trails significantly, WA has a popula-
thon one-third larger, at about twia million,

Vaughan says while the Rann Government
has a population target of two milkion, neither
sude of politics is treating the issue with the
wrgency needed. SA needs to convines Canberra
to agree to a special deal that would direct the
bulk of skilled migrants to the state rather than
the overcrowded east coast, he argues.

The state would provide space, job opportun
ities and infrastructure. In return it would
become a zone of special significance for 10
years. Canberra would provide incentives, re
bates and tax breaks for business to invest, set up
new plant and base headquarters in the state.

But Foley believes the air-warfare destroyer
and other big defence projects for Adelaide —
due in large part to decisions of the Howard
Government — and the Olympic Dam expan-
sion will provide the diversification needed.

He opposes using subsidies to attract busi
nestes or people, saying that has been the bane
of the state for decades. “There’s no question
that increasing the popilation both stimulates
economic apportunity and the wealth of the
state, and it"s the only way to address the ageing
of the population,™ Foley says, But the way to
secure a bigger population is through significant
economic activity, not handouts, he says.

His opponient i the election, shadow freas
urer Bob Lucas, jokes that with four kids, “I*ve

done my bit for population growth®, Bul Lucas
claims part of the blame must go to the Labor
Government for making it less attractive to
mave (o the state.

“lt commes back to cost of living. When vou're
warking cut how much money you'™ve got and
how many kids you can afford to have, and
you've got a state Government taxing the hell
out of you, then you're not going to be inclined
ta have higger families," Lucas says,

Biit he says there's no silver ballet to boost the
population and rejects the Business SA idea that
the population could quickly rise to twoe million:
“I don't think it"s possible."

Some economists think s wrong-headed to
[':.M on increasing the population for the sake
of it.

“The focus on stronger population growth
being a panacea for stronger economic growth is
misplaced.” says Kevin Kirchner, editor of the
briefing report of the South Australian Centre
for Economic Studies. “The reality iz if we
develop economic growth and emploxment
opportunities then population growth will fol-
low."" The key focus should be on increasing the
productivity of workers and the innovation of
business, he says.

How SA tackles the population problem will
be watched by planners in the rest of country
because the state is a harbinger of a problem that
will have outcomes that may not appear obvious
today. For example, an ageing population will
mean that the state will have trouble finding not

" just workers in skilled specialist jobs but also in

semi-skilled and even unskilled work.

Cne instance is that SA's retirees will trigger
a significant demand for more workers in the
paid-care sector. In a tight labour market it's
very tough to get people to work in paid care,
says Huge, so the state may also have to impart
caress as well as mining and defence technology
specialists. The plus is “we've got time™, he says.
Australia’s workforce is still increasing, which
isa"t the case in many European countries

“But we do have to plan or the crunch will
come," Hugo says. And the first to be squeered
will be 54




