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Women’s Action Alliance is a national women’s group, established in 1975, which has active representation in each State and Territory of Australia. 

Our aims are twofold  

1. To raise the status of women in the Australian community

2. To strengthen Australian families as the basis of our society

To further these aims we encourage women to be well informed, to analyse issues, and to participate in areas where opinions are formed, and where decisions are made.

…………………………………………………………………………………………

In 1994 the Standing Committee of the Commonwealth and State Women's Advisors asked the Senate Select Committee on Superannuation  “to consider strategies to enable women to maintain super contributions while they are out of the paid workforce due to caring responsibilities”  (from “The Price of Care” 1994 )  In June of that year the Senate provide the Committee with Terms of Reference doing that and the Committee brought down its report in November 1995.

Prior to the last election the Prime Minister announced that the government would legislate to allow couples to share an earning spouse’s superannuation contributions while the other spouse/partner was not in paid employment or was on a very low income. This legislation is the outcome of that commitment. 

Women’s Action Alliance regards this as a major breakthrough for women because for the first time low and middle income women will be able to keep their superannuation accounts alive and growing during periods spent caring full time for children or other dependent family members.

Due to the impact of compounding interest on superannuation assets over one’s working life the deposits lost to mothers during non contributing periods in their late twenties and thirties while they are caring full time for young children result in a huge deficit in their accumulated superannuation at retirement. These losses are never made up even where the woman returns to full time paid work when the children are older. Some way must be found to help women to keep their superannuation accounts growing during these periods

The degree to which women are thus disadvantaged in the accumulation of superannuation assets due to their reduced and broken participation in paid work is well documented. The need to address this has been widely recognised for a several years and we heartily welcome the Government’s initiative in this direction. Women caring full time for young children are part of the nation's workforce, albeit unpaid, and should not be seriously disadvantaged in retirement as is currently the case. We therefore believe the reform that this legislation enables is essential to offer women the opportunity to achieve greater security and independence in retirement. 

Superannuation splitting, by providing women with a continuously active superannuation account will also play a valuable role in educating them about superannuation and making them more aware of its importance. 

WOMEN AND SUPERANNUATION 

WOMEN IN PAID WORK

Women are more likely to be employed in part time or casual work and are less likely to hold management positions. Their capacity to accumulate superannuation assets is thereby significantly diminished.

Superannuation schemes have never taken account of the different employment patterns of men and women. Women still do most of the unpaid caring work within families and in the community & so have broken patterns of paid workforce participation. On average a woman is in paid work for 20 years of her life while men are in paid work for an average of 38 years. This has a clear implication for women's capacity to accumulate superannuation assets.
Women have often ignored superannuation either because it does not adequately cater to their needs, or because they intend to rely on their husband’s superannuation.  However women need to seriously consider superannuation, whether they are in the paid workforce or not, for a number of reasons.

With a high divorce rate women cannot assume that they will be supported by their husbands in retirement. The Family Court’s usually regards accumulated superannuation funds as joint assets and the federal government has now passed legislation to enable splitting of superannuation assets after divorce. This has the advantage that non-members can now find out how much superannuation is in the spouse’s fund and have it taken into account in property settlements. Previously, fund trustees would have been in breach of the law if they had disclosed the amount. All this raises the question as to why a couple must divorce in order to be able to super split.

Women tend to outlive men and the majority end their lives living alone.  Without access to superannuation most will rely solely on the age pension which provides only 25% of Average Weekly Earnings. There is now real concern as to whether the tax base will be able to support even this level in the future. 

WOMEN AT HOME

Despite recent reforms most women who work full time at home in an unpaid capacity still have very limited access to superannuation.  

Spouse Contributions

Legislation passed in 1997 allows a contributing spouse to receive an 18% income tax rebate for contributions up to $3000 per annum to a superannuation fund or Retirement Savings Account in the name of a non earning spouse or one who earns less than $10,800 per annum.  If the spouse earns more than $10,800 the rebate is progressively reduced until it cuts out at $13,800. However these arrangements only benefit couples who have sufficient disposable income to make extra superannuation contributions and this is well outside the reach of many families who are living on one income while supporting children and making mortgage and often Higher Education Contribution Scheme (HECS) payments etc. 

Another provision introduced in recent years allows a woman to continue to contribute to her pre-existing scheme for up to seven years if she is on leave from the paid workforce.  However, while having no income from which to make contributions, her capacity to accumulate funds is likely to be extremely limited and the funds could be significantly eroded by administrative charges 

These arrangements are of little if any help to most women who are at home full time, yet for reasons already indicated it is as important for them to have superannuation cover as for women in paid employment. 

The assumption seems to be that these women will either rely on their husbands, or will receive the age pension in retirement.

This is unacceptable on two grounds

(a)  It ignores the fact that women at home are employed.

Current regulations disadvantage single income families.

(a)
Women at home are employed
Leaving women at home so disadvantaged with respect to superannuation ignores the fact that they are employed, although unpaid.  They perform work of measurable economic value to society as a whole both within their families and for the community.  If superannuation continues to be largely unavailable to them, while it becomes increasingly common for those in the paid workforce, women who work at home will be perceived as a burden to society, their years of unpaid service forgotten.  

Some further method of providing superannuation for these women must therefore be implemented.

(b)
Disadvantage suffered by single income families

The current regulations disadvantage the single income family in three ways:

(1) Contributions.  In a dual income family both spouses have compulsory superannuation deposits made in their name. Both receive the benefit of employer contributions. During periods when the family has only one income only the paid spouse will be accumulating these assets.
(2) Taxation of the lump sum.  As the lump sum is tax free on the first $117,576 the dual income family, with two superannuation schemes, will have the first $235,152 tax free, while the single income family will be limited to one tax free lump sum.  This means that even where the actual payments are the same, the two income family will be up to $19,4000 better off. i.e 16.5% of $117,576 (15% tax rate plus 1.5% Medicare levy)
(3) Reasonable Benefit Limit. Where there are two schemes, that couple, having two Reasonable Benefit Limits, would be entitled to a maximum of $1,176,112 as a lump sum and $2,352,224 where at least half is taken as a pension.
SOLUTION

There is a way to eliminate both the disadvantage suffered by single income families and the lack of recognition of women at home. A further amendment to the current structure of superannuation is required to allow those not in the paid workforce to accumulate superannuation assets in their own name. The introduction of spouse contributions needs to be complemented by a provision which would allow an employee to enter into an agreement with his/her superannuation fund to contribute regularly to the scheme on behalf of his or her spouse with little additional cost.

Effectively the earning spouse’s Superannuation Guarantee contribution would be split into two memberships, one in his or her name and one in the name of the non earning partner.  Any additional employer contributions could be similarly split between the two memberships.  However there is an argument that these arrangements should be confined to Superannuation Guarantee contributions in order to restrict the advantage to higher income earners.

Existing tax benefits would apply to each membership as contributions are made and at the time of dispersal. 

This would be by arrangement between the fund member and the fund and so would not involve the employer in extra administrative cost or effort. We support the Government’s intention that the administrative burden not fall upon employers. 

While it may not be possible or desirable to enforce such a provision, funds should be encouraged to allow contributors the option, perhaps through some tax incentive. 

Such a system has a number of advantages:

· It enables the superannuation accounts of women to be kept active while they are out of the paid workforce.

· It provides women in the unpaid workforce with death and disability insurance 

· It gives the single income family the ability to eliminate the taxation disadvantage as two superannuation schemes would be entitled to two tax free thresholds.

· It would ensure some provision for the wife should the marriage breakdown at a later date.  While the husband may discontinue payments after a marriage break up, the money already in her account would be preserved for her until retirement. This could avoid the necessity for superannuation interests to be divided at the time of  divorce.

· It acknowledges that women caring for their families full time are workers, albeit unpaid, and it accords them one of the non wage benefits that other workers receive.

· It would give women a greater awareness of their superannuation assets as they would receive their own regular account statements. This would have an educative function also.

As is obvious, this system offers considerable flexibility to the family, and encourages couples to take out superannuation for both partners. Public education about these provisions would be required and clear and consistent information would need to be available.

EQUITY ISSUES.

Will the wealthy derive a greater benefit? 

During the second reading debate in the House of Representatives Opposition members expressed some concern that this change may offer greater benefits to higher income couples. This is a concern we share. 

The current superannuation arrangements, by their nature, give greater benefit to higher income earners.  The surcharge is a measure which contains this advantage to some degree.

However spouse contributions have been available to higher income couples for some years. This change would open the door to all as the compulsory contributions made by employers would be able to be shared by the couple. 

There may well be strategies that could be applied in the legislation such as means testing or capping which could contain the benefit to the wealthy while still keeping the door open to low and middle income women. 

In considering these we consulted with Mr Bernie Fraser, former Governor of the Reserve bank and now a consultant to the industry funds. His advice about how to best contain the benefit to higher income couples was that amendments could be made to the legislation when it comes before the Senate.  He also said he could seen no reason why the ALP would be opposed to this measure. 

He recommended capping of the amount that could be split rather than meanstesting saying that meanstesting brings with it a whole raft of complications - which we have certainly witnessed with the family payments etc.

The provision of two RBLs is perhaps problematical in as much as it would grant a level of benefit to higher income earners.  WAA believes that, in the process of planning the introduction of splitting between spouses, the level of benefit that will accrue to the wealthy should be examined and, if found to be substantial, some measures should be devised to contain it. 

We recommend for the Committee’s consideration a small range of options    

· Limiting splitting to Superannuation Guarantee contributions only.

· Limiting couples who have shared one earning spouse’s superannuation over extended periods of time to one or one and a half  RBLs or some other discounted rate – just as married couples do not receive two full age pensions.

· Capping of the amount permitted to be split to (say) $3000pa 

· Excluding those earning more than a certain amount (e.g three time Average Weekly Earnings or, considerably more stringently, the current meanstest applied to the Family Tax Benefit Part A) 

In the last instance we would also recommend that an extra allowance per dependant should be applied as it is for FTB A.  However because of the range of complications imposed by meanstesting we share Mr Fraser’s view that capping is the preferred option.

We urge the Committee to undertake the task of examining each of these options 

The Opposition Spokesman on superannuation Senator Nick Sherry said at a Women’s Action Alliance national conference in Tasmania some years ago that superannuation sharing was “a sensible idea” and he subsequently said in a letter to us that the idea had “considerable merit.”  

The Opposition supported the legislation that enabled divorcing couples to split the accumulated superannuation assets so we trust splitting in intact marriages will not be be opposed. It would seem unfortunate, perhaps even discriminatory on the basis of marital status, to have to be divorced to be able to take advantage of this reform.

Chapter 12 of the ALP Platform 2000 headed ‘Human Rights and Equal Opportunity for all Australians” includes that following clauses.

No 19   Labor will implement measures to :

“ensure that women have access to adequate retirement income, with a particular focus on increasing women’s superannuation contributions”

“recognise and value women’s unpaid work, particularly caring and volunteer work”

In view of this policy commitment it would be disappointing if Opposition does support this legislation in the Senate as it did in the House of Representatives. 

ADMINISTRATION COSTS. 

It is acknowledged that there are some inevitable administration and systems development costs for fund administrators. However Jacques Martin, a large firm of superannuation administrators and advisers, in their submission to the Senate Committee on Superannuation said they believed that “the actual split between the two accounts would be a simple process for the administrators and that the administration costs would not increase significantly as a result of running two separate accounts for the working and non-working spouse.”

This implies that any service fee levied to effect the split should be minimal. 

Most non earning spouses would have a superannuation account from their time previously  spent in paid work. That account would be continuing to incur management fees while inactive. If the spouse has no intention of returning early to paid work the option of transferring her superannuation assets into her husband’s fund in a separate account (or as a sub account), to facilitate splitting and reduce the administration cost may be an attractive one and should be made available.  

There should be an obligation placed on superannuation providors to make clear statement on costs.

If it were felt that extra administration fees were going to seriously limit the benefit to the couple – and only in these circumstances, Women’s Action Alliance may support the idea of having a sub account rather than a separate account for the non earning/low earning spouse so that only one periodic statement is required. It should be addressed to both members of the account. 

ANNUAL SPLIT

We note that the Government has opted for an annual split of contributions. We concur with this as the best option to contain costs view but we strongly recommend  that once a fund member has notified his/her fund that splitting should be done on an annual basis that this request should not have to be made annually. The annual split should be carried out unless until such time as another request or instruction is made.   

CONCLUSION

We have recommended to the Government that once this reform is in place an awareness campaign be undertaken which targets young women to alert them to the new opportunity opening up to them.  

Our hope would be that superannuation sharing during periods when the mother is caring full time for the family would become as common and accepted a practice as is that of having ownership of the family home in joint names. 

Looking after women’s income retirement needs during periods when they are out of paid work is to invest in their future.

In conclusion we would like to congratulate the Senate on this inquiry and encourage it to legislate, as soon as possible, to allow super splitting to become a reality for Australian women. We wish the Committee well with its deliberations which are an important part of the process of developing and passing fully satisfactory legislation. 
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