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PUBLIC HEARINGS: SENATE INQUIRY INTO THE 
REGULATION OF THE RELATIONSHIP BETWEEN CAR 
MANUFACTURERS AND CAR DEALERS IN AUSTRALIA 

 
AADA Opening Statement 

 
The Australian Automotive Dealer Association appears before you today on behalf of all 
the franchised new car Dealers across Australia and we bring a very simple message – 
the regulation of relations between car Manufacturers and car Dealers in Australia is not 
fit for purpose. 
  
For many years, we have been carrying this message, proposing a specific set of 
regulations akin to those enjoyed by Dealers in places such as the US and the EU. 
Unfortunately, the Government failed to enact the level of change required before 
February 2020 when General Motors Executives based in Detroit made the decision to 
prematurely cancel some 185 Holden Dealer agreements. 
  
In Australia, General Motors found an environment in which they could easily pull up 
stumps without adequately compensating the Holden Dealers that had represented them 
for so many years. The Franchising Code of Conduct and its weak dispute resolution 
mechanisms were no match for the Detroit-based Fortune 500 Company. When the dust 
settled only a small number of Holden Dealers are still pursuing their dispute – despite 
threats from GM that they will spend years in court at great expense. Meanwhile, GM 
has stated its intent to launch a new business in Australia - General Motors Special 
Vehicles. It’s been described by some of our members as the largest phoenix in 
Australian history. 
  
Unfortunately, this issue goes beyond the actions of one brand and it is appropriate that 
this inquiry has broadened its focus to look at all relationships between Dealers and 
Manufacturers. The relationship between Manufacturers and Dealers is characterised by 
a profound imbalance in power. Not all Manufacturers use the power imbalance to 
exploit their Dealers. However, significant abuses occur far too regularly. The time to act 
is now or there will be further abuses against Australian businesses. 
  
The ease with which Manufacturers can terminate or non-renew their Dealers in 
Australia is of great concern given the very large investments they are required to make. 
Security of tenure is increasingly tenuous and there are Manufacturers who have placed 
their Dealers on agreements spanning as little as one-year. This would never be allowed 
in the US or the EU where terms are most often perpetual or a minimum of five years. 
 
The ability of Manufacturers to terminate, non-renew agreements or change their 
business models without providing sufficient compensation is also very concerning. 
There are a number of Dealers who are currently engaged in legal action against 
Manufacturers on the issue of compensation – sadly this will be an incredibly time 
consuming and expensive process, pitting those Dealers against massive organisations 
which are well placed to drag out proceedings.  
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This brings us to possibly one of the biggest failures in the current regulations - the lack 
of an appropriate dispute resolution mechanism. Mediation under the Franchising Code 
seldom results in resolution of disputes and Manufacturers are only to happy to invite 
Dealers to take their disputes to the courts where an expensive, long battle awaits. This 
industry, more than most is in need of dispute resolution which is cost- effective, timely 
and provides a determinative outcome. We believe compulsory binding arbitration 
should be introduced. 
  
This inquiry has heard a number of mistruths from some Manufacturers and their 
representative organisations. They continue to deny the existence of a power imbalance 
despite the fact that it has been confirmed by various inquiries and government-
commissioned reports. They will point to the fact that Dealers are well resourced 
sophisticated businesses. This is often true, but the power imbalance stems from the 
size of the Manufacturers – all of which are multinational corporations which at the upper 
end turnover hundreds of billions of Dollars annually and employ hundreds of thousands 
of people worldwide. 
  
You will hear that General Motors Holden was an ‘unusual and unprecedented 
circumstance’ and I quote from the FCAI’s submission - there is no evidence of 
distributors terminating Dealer agreements in substantive numbers at all. This is plainly 
false, in addition to the 185 Holden Dealers, there are an estimated 30 to 40 Honda 
Dealers which been terminated this year. Over the past few weeks, I have seen a letter 
of termination to a Dealer citing his failure to meet sales targets during a global 
pandemic. Another Dealer has been issued with a non-renewal notice in a ay which 
suggests the manufacturer is in clear contravention of the Franchising Code. There are 
dozens of non-renewal notices that have been issued to Dealers over the past few 
years. The net effect of these terminations and non-renewals has had a devastating 
effect on many regional areas where Dealerships provide crucial jobs. There are well-
documented examples of regional Dealerships having to close down due to the actions 
of Manufacturers, causing job losses in the vulnerable communities which need them 
most. 
  
Multiple Manufacturers have made the point that most Dealers are multi-franchised. This 
is not relevant to this inquiry whatsoever. The fact that a Dealer may have successfully 
negotiated an agreement with another brand is not an excuse for other franchisors to 
exploit and treat them unfairly. All Dealers deserve to be treated and compensated fairly 
regardless of how they have structured their businesses. 
 
You will hear talk at this inquiry about a new model some manufacturers are moving to 
called the agency model. It’s a model very different to the current franchised Dealer 
model and could have significant implications for the commercial viability of Dealers 
which become agents. We do not dispute the right of manufacturers to change their 
distribution models, but when these fundamental changes are made to the business 
model it should be done in a fair manner. In particular, Dealers deserve full transparency 
and should be notified with the maximum notice. They should also receive adequate 
compensation.  
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Unfortunately, the practices we are hearing about from some manufacturers are 
anything but fair. I received very concerning information overnight regarding Honda 
Australia’s move to an agency model. I have already mentioned that Honda has this 
year terminated between 30 and 40 Dealerships as part of its move to the agency 
model. You will hear from some of these terminated Dealers today. However, I would 
like to bring a matter to this committee’s attention which concerns those Honda Dealers 
which have been offered to remain as agents in lieu of their current Dealer Agreements 
 
These Dealers are now being asked by Honda Australia to sign a 'Transition Deed' 
which governs the relationship of the parties leading up to the signing of the Agency 
Agreement. The Transition Deed contains comprehensive releases in favour of Honda 
Australia. Specifically, if a Honda Dealer signs a Transition Deed and upon reviewing the 
Agency Agreement decides that it is not in its commercial interests to sign it, they will 
have lost its right to take any legal action against Honda Australia. 
 
 
In simple terms, Honda Australia is putting these Dealers in an incredibly difficulty 
position. They are being pressured to forego their legal rights before being privy to the 
details of a new distribution model which has never been operationalised in the 
Australian market. This not how you treat a valued partner. This is the epitome of the 
power imbalance which clearly exists, and it is frankly exploitative treatment.   
  
  
I reiterate our assertion that not all Manufacturers treat their Dealers poorly, but the 
Manufacturer body has to cease denying the existence of a power imbalance and the 
potential for abuse under the current system. 
  
The fact of the matter is that new car Dealers make significant investments and play an 
important role in an incredibly important industry. They are vulnerable to the decisions 
being made in board rooms in Tokyo, Stuttgart and Detroit. This inquiry needs to ask the 
question – are we happy for executives from some of the world’s largest corporations to 
treat these Australian-owned businesses unfairly? Or do we need to enact the 
protections which exist in the other industrialised countries and will level the playing field 
between Dealers and Manufacturers. 
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