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Secretary
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Parliament House

CANBERRA  ACT  2600

Dear Ms Morton,

In a recent discussion, Dr David Graham of this Office gave an undertaking to provide to the Committee information relating to themes emerging from the Independence and Self Provision Discussion Paper of the National Strategy for an Ageing Australia.

This information is provided at Attachment A in a summary document entitled “Themes/Future Directions Emerging from Independence and Self Provision Discussion Paper Submissions”.

If you have any queries about this paper, please do not hesitate to contact me on telephone (02) 6 289 5212.

Yours sincerely,

Kevin Vassarotti

Director

Population Ageing and Research Section

Office for an Ageing Australia

5 August 2002

Attachment A

SUMMARY

THEMES/FUTURE DIRECTIONS EMERGING 

FROM INDEPENDENCE AND SELF PROVISION 

DISCUSSION PAPER SUBMISSIONS

1. Superannuation

· The needs of both employers and employees are different at various ages in our life.  The time when we need most income invariably differs from our time of peak performance, and presumably income, in the eyes of our employer.  A workable solution would be to bring in varying rates of compulsory superannuation for both employer and employee.

· Self-managed superannuation funds receive scant attention, yet these are growing rapidly in number.  Poor investment strategies, returns and compliance of these funds could have a major impact on retirement incomes if money is not invested wisely and monitored closely.  Superannuation investment advice should be available at little cost to middle and low income workers as a means of preserving self-funded retirement objectives.

· People in casual employment find themselves with superannuation contributions in a number of small funds often attracting relatively high administrative fees.  This results in problems when portability is not possible and funds cannot be pooled.  This needs to be addressed to maximise the superannuation benefit. 

· Lump sum payments should be abolished to be replaced fully by retirement income stream

· The compulsory superannuation scheme should also apply to casual and part time work 

· Financial information service officers be made available as much as possible and that they be trained to deal with the special needs of culturally and linguistically diverse people 

· Support services preparing people for retirement must be well advertised and made easily available to migrant communities 

· Superannuation should be taxed at the lowest rate at the time the funds are removed from the scheme at retirement.  Funds should be exempt from tax while they remain in the superannuation scheme 

· Superannuation contributions will need to be increased substantially by both the employers and employees.  To gain ready acceptance of such increases and their achievement, incentives via tax breaks will be essential.  Also, for funds to maximise returns to the individual retiree, the funds themselves should not be burdened excessively by taxation.  Present tax provisions are inconsistent with the aim of retirees providing for their own retirement and minimising the need for Government financial support 

· If employees are to be given the right to choose their own super fund, adequate information or an independent advisory service will need to be provided in order for them to select the most suitable fund for their particular needs 

· Retirees currently receiving fortnightly superannuation payments under their Defined Benefits Super Schemes, and future retirees under such schemes, are required to pay more income tax in retirement than other retirees who receive part or all of their retirement incomes from deposits or investments, part or full Social Security or Service pensions.  This arises because retirees receiving superannuation as a fortnightly payment from the scheme to which they have contributed for their entire working lives are not allowed under present taxation provisions to exercise the option of splitting this income with a dependent spouse or partner if they wish to do so for income tax purposes.  Everyone else in the community, including Social Security recipients, can exercise this option and do so because of the taxation benefit they gain 

· A review of the level of superannuation taxation is essential, as the reduction in personal tax rates from 1 July 2000 with no corresponding reduction in the taxes on superannuation adversely affects the relativity of the tax treatment of superannuation compared to other investments 

· The superannuation system as a whole - not just its taxation - is unnecessarily complex and must be simplified to regain the confidence of all participants 

· While it is difficult to change the rules for people who no longer have an earning capacity, a review of social security eligibility criteria is necessary 

· Employment policies and extra incentives are needed to encourage older Australians to defer retirement.  There is also a need to extend the availability of superannuation to those outside the workforce and those over age 65 

· There is a need for the Government to encourage and fund education programs for members.  It is desirable that the activities of all Government agencies and industry organisations are integrated where this is practical 

· The tax and social security systems should correlate.  For example, on one hand, under current tax laws superannuation collected by one person in a marriage cannot be split between the couple to reduce their tax burden.  However in testing the assets of the partner without the superannuation saving for social security purposes, the superannuation of the other person is taken into account 

· Compulsory superannuation continues to be strongly supported.  However, based upon member responses, the public needs a greater understanding of the superannuation system.  It was also suggested that employees be allowed to choose their superannuation fund by "removing the restrictions which prevent an employee from contributing to a superannuation fund of his/her choice; rather than locking an employee into an industry based fund e.g. retail, pharmaceutical or university" 

2. Voluntary savings

· All essential items and educational items must be exempt from the GST
3. Independent Retirees

· Increase the tax-free threshold for Independent retirees ($15,000 for singles and $22,000 for couples).  Such a move would enhance the status of Independent retirees and raise their self-esteem and their health and purpose in life would be maintained
· Because of the Government concern regarding the future difficulty in financing the age pension and associated benefits, independent retirees are a better option for the Government.
4. Carers - retirement income options

· Carers will face financial disadvantage in the future because of caring responsibilities, and time out of paid employment.  The cumulative effect of loss of wages, superannuation contributions and opportunity for voluntary savings is compounded often by using meagre savings to survive as carers.
· Given the shift in focus from residential aged care to community aged care in the past decade consideration should be given to the implication of such a social trend upon health care provision for older people and spending.  Issues such as carers responsibilities and the associated restricted earning potential must be addressed.
5. Financial institutions

· More info about changes to financial institutions is required.  Older people are familiar with banks and their services.  Banks are now disappearing and being replaced by new financial organisations which still need to earn credibility amongst some community groups 
6. Current trends and the effect they have on women

· There needs to be more analysis of why the trends for women are changing so that strategies can be more effectively targeted.  Such trends may include, for example, the effect on some women's lives of a long term HECS debt 
· Long term economic security remains a key concern for women of all ages.  While data continues to indicate a rise in the participation of women in the labour force, analysis needs to be undertaken on the nature of this participation and its consequences.  This is particularly the case where the nature of women's participation is showing a growing trend toward casual and part time work.   While such shifts are on the one hand recognised as meeting women's needs for flexible work arrangements, the nature of women's participation in the work force has a direct impact on their capacity to accumulate wealth or attain long term economic security, particularly through accumulation of superannuation or other savings and investments.  Perhaps a study should be done aimed at discovering how many women working part time want full time paid work and how many women work part time because of the non-availability of affordable child care.
· For those older women who for financial or other reasons wish to be part of the paid workforce, Government initiatives to support older women in paid employment should be encouraged.  Initiatives like graduated retirement, more flexible employment and improved transition arrangements, including part time work options, should be implemented to encourage less dependence on the social security system and allow greater accumulation of superannuation.  More advice needs to be given to women about how best to use superannuation, particularly for women intending to invest in business ventures.
· Concessions provided by programs such as the Seniors Card should be nationally recognised and not means tested.  Tax thresholds should be raised, thus lowering taxes paid by older women (particularly over age 70).  In addition, there needs to be a more equitable and fair balance of superannuation where couples have separated 
· Women from CALD backgrounds have special needs for retirement planning advice that specifically takes into account their language and culture.  Info should be readily available to these women and their families in a form that minimises confusion and recognises the role the younger family members may have in assisting their mothers in a sensitive yet complex area. 
· The acceptance by employers to attract and retain women in the labour force longer than at present will assist with the trend of older people becoming less reliant on the age pension.  Women can provide a very important component of the workforce.  Some women are forced to seek paid work because of divorce or separation, being very common in age groups of 45 years and above 

7. Access to financial planning

· There is a need for more community education and easier access to financial planning for many people; it is still a new concept for people to pay a financial planner to manage their money and some mistrust these interventions.
· A growing area for financial advice is available through the Internet.  The number of web sites will continue to grow as a convenient means for more affluent retirees to obtain financial advice, information and products in the future.
· There are a  number of inequities and weaknesses in the current retirement income system such as 'double dipping' and the inability of workers on low incomes to accrue sufficient retirement savings using superannuation.  While these issues are well recognised and need to be addressed it is critical that the younger generations and generations to come are engaged in planning for their retirement 
· While there will always be an element of risk in securing future returns, people wanting a reliable, assured system of funding their retirement are faced with 'a maze of information' and unsure of the best approach or where to get good advice.  The quality of advice often can only be assessed after a period of time when the strategy may be locked in and expensive to change 
· There is a need for more access to unbiased financial planning forums. 
· The most common response from members to the discussion paper was that it presented nothing new.  Many suggested this information be taught to younger people so they are made aware of their financial options and the consequences of their life choices 
8. The family home as a retirement provision

· Many people pile their savings into the family home, with the idea of selling it in later years and buying something smaller, to provide for retirement.  Selling and buying at the same time to avoid bridging finance can be very difficult for the aged, particularly for widows.  Structures need to be established that will assist the aged in this process 
· Retirees need to have access to sound advice on money and property management 
· Further initiatives such as tax concessions for first homebuyers to encourage home ownership and better prepare younger people for self-provision in retirement have been supported 
9. Strategies to make people more responsible for financial independence upon retirement

· Incentive for saving.  Many people now find traditional investments, particularly with banks are unattractive, however investments in property Trusts, and the share market seem very popular.  These seems to be some evidence that people are willing to accept responsibility for their own future by buying securities as evidenced in the popularity of the recent two Telstra Public floats.
· Change in culture where people who were subject to long-term unemployment have lost the confidence in savings or have never developed the skills in savings.
· Change in culture to fully recognise that greater proportion of women are joining the workforce, particularly in their later years.
· Change in culture of employers to recognise the strong contribution mature age employees can provide, and that redundancy at 50 years of age should be a last resort.
· If government wishes more individuals to take responsibility for their own retirement income - and reduce the numbers on the pension - education in financial planning will not be enough.  Through legislation and the tax transfer system, the Government can more effectively change existing patterns of expenditure and savings.
· Income Transfers:  The possibility of allowing taxpayers recognition for the income transfers they themselves voluntarily make to their family dependants, especially older relatives.  An income system is described as fair when it takes full account of the numbers of people depending upon a given income.  If taxpayers supporting dependants of any age are to have a role in boosting the numbers who do not need the pension, incentives need to be put in place to effect the change.
· Tax deductibility:   Conversely, there is also a need for further discussion of the disincentives to retirement savings, especially the tax on superannuation contributions.  There could be trade-offs between tax-free retirement savings and the taxation of post-retirement income streams - sufficient to encourage a wider range of people to aspire to live independent of the pension.  Such incentives could prove far more acceptable than the imposition of, say, higher compulsory saving levies which particularly discriminate against wage families whose cash flow is already inadequate.
· Flexibility:  Other changes worth investigating arise from the new realities of the more flexible, insecure and mobile workforce.  Employees need portable super with low entry and exit fees.  Consideration should be given to options that allow them in times of hardship - or when rearing future taxpayers - to utilise some of their savings so long as there is sufficient incentive to replenish them when they resume working.  The knowledge that retirement savings are not necessarily quarantined for working life would remove a major disincentive to saving more conscientiously in the good times.
· Some organisations believe that the main threat to retirement income is mature age unemployment.  Periods of unemployment affect superannuation levels; and the ability to save, invest and buy housing.  If the government is committed to promoting independence and self-provision in retirement, it must create a corporate climate which is supportive of older workers 
· While unemployment levels amongst older workers are lower than the rest of the population, long-term unemployment rates amongst people 50 and over are consistently higher 
· There should be an emphasis on increased access to training for mature age workers.  The Government must therefore address corporate hiring and firing practices which negatively impact older workers 
10. The Age Pension

· The basic pension rate should be raised as well as the amount before the pension is affected by earnings.
· Measures should be implemented to facilitate employment of young and older people, of migrants and disabled people and that jobs be created in rural areas instead of letting services be dismantled and people flock to the big cities 
· The rate of immigration should be increased in order to broaden the base of the working population who bears the tax burden of paying for pensions 
· Policies in support of families should be implemented through the provision of affordable childcare and care for dependent family members according to demand 
· The proposal to raise the age pension age in line with life expectancy will only be supported when the employment climate for older workers has improved 
· Until older workers are competing for jobs on a level playing field, raising the age pension age in Australia will not be supported 
· It has been acknowledged that the loosening of the age pension income test under the new tax system which will enable approximately 50,000 additional people to receive a part pension and the Pensioner Concession Card.  However, frequent feedback indicates that the single age pension may be inadequate 
11. Health care

· An investigation should be undertaken to assess the merit of allowing concessions or providing incentives for health premiums to be funded out of superannuation assets 
· Concerted work should be undertaken on health expenditure projections, both because of the social and public policy significance, and because of the importance of the health sector within the Australian economy 
· It is important to educate the community regarding the real costs of health care so that ordinary Australians can obtain a better understanding of the value of the system.  The Government also needs to address its wider Medicare strategy, and particularly the incentives Medicare created for primary care doctors and patients 
· The Government should also develop policies that encourage Australian citizens to become more personally and financially responsible for their continued good health throughout their lifetime.  This could include, for example, allowing or encouraging the development of financial products that provide incentives to save for the payment of health fund contributions, the costs of healthy activities after retirement, nursing home and hostel accommodation costs and other long-term care expenses 
12. Access to information

· Access to information is a key to maintaining independence and facilitating choice.  Ways this can be achieved could be as follows as suggested by the Tasmanian plan for positive ageing.   In the next five years, the Government proposes to:
· Work with local older persons' organisations to increase the availability of School for Seniors services throughout Tasmania thereby offering older people increased learning opportunities
· Increase the number of Adult Education computer training classes offered to older people;
· Market to older persons' organisations access to government services and information via the Internet;
· Promote the use of Online Access Centres' services, including access to technologies, to local older persons' organisations;
· Develop a specific service package at Service Tasmania Centres, for use over the Internet, for older people;
· Provide training to older people on how to access government services through the Online Access Centres;
· Market to older people the Libraries' information and accessing services, including the new community information service
· Suggested initiatives for local Government, businesses and community organisations: 

· Promote through older persons' organisations the banks' educational services on how to use EFTPOS, ATMs, on line banking and other banking initiatives;

· Inform libraries of community groups existence/services and ensure this information is available on the new community information service at the library;

· Market ADCIS (Aged and Disability Care Information Service) services to the wider community through Online Access Centres and the new community information service;

· Sponsor computer education for older people;

· Involve older people, schools and colleges and Online Access Centres in joint technology and teaching projects that encourage older people to learn about technology.

· How can we encourage planning for financial independence in later life?
· By educating young people and those currently in the workforce
· Advertise and promote to young people the advantages of superannuation, investment schemes and saving
· Work place to provide information and education on financial planning
· Teach financial management and budgeting at school eg see who can save the most per month
· Young to be educated on financial matters in their first job
· Advertise the plight of the average pensioner
· Media to promote the benefits of financial planning
· Invest in own home
· Education by older retired people
· By providing information and education
· Banks and financial institutions to provide face to face advice and services
· Financial planning seminars and literature in understandable language
· Inform self funded retirees of availability of part age pension
· Via the media
· Accreditation for financial advisors
· Specific assistance to widows unfamiliar with financial matters
· Advice to be independent
· Legislation to regulate finance industry
· Provide seminars in the home
· Peer support and talks by older people to younger people
· Information available at banks, post offices and clubs
· Through compulsory superannuation schemes
· Superannuation to be held in one place and carry over from one job to another
· Super schemes to provide education on updates and changes
· Government to guarantee safety of superannuation schemes
· Specific attention to the needs of women
· By reviewing the taxation system
· Tax exemption/reduction on investments for retirement
· Tax incentives to save
· Review means test to encourage independence
· Decrease tax on superannuation
· Greater tax on luxury items
· Superannuation contributions to be tax free or percentage refunded
· By rectifying the unemployment issues
· Unemployed cannot save until they have a job
· By changing bank services
· Lower bank fees
· Reintroduce face to face banking
· Higher interest rates
· Banks to welcome small investors
· Not possible for some people
· Emphasis on gambling discourages saving
· Long term sick, carers, older women and unemployed are not able to save
· Carers forego superannuation benefits
· Other responses (refer pages 28 and 29 Summary of Community Consultations on Our Future - Towards Positive Ageing in Tasmania)
· Unconditional pension given to all workers
· Interest rates set at a level fair to both lender and borrower
· Cut cost of living to encourage saving
· Old people are seen as being ripped off
· Work less
· Is dependence a bad thing?
· Stop pensions and benefits
· All older people to receive same benefits as pensioners
· Older people to be rewarded for financial independence
· Reduce attention to materialism in society
· Pay for your funeral in advance
· Reduce financial pressure of pensioner couple when one member dies and income reduced by 50% but household expenses unchanged
· How can we encourage people to plan for their transition to retirement?
· By providing advice and information on planning issues
· Early education of young people about ageing and retirement
· Through booklets, seminars at older people's organisations, shopping centres, local venues
· Publicise benefits of planning
· Retirees to provide advice and information
· Access to free independent advisors
· Seminars on lifestyle, recreation opportunities, budgeting and affect of transitions
· Employees and unions to have compulsory staff development sessions on planning for retirement, involving spouses
· Provision of funding for advice and education
· Educational packages sent to all pensioners
· in rural areas
· Reduce size of home
· Through community participation
· In a range of recreational pursuits including hobbies, travel and home crafts
· In activities and interests prior to retirement
· Discounts to retirees to encourage travel
· Encourage closer ties with community and family, including spouse
· Workplaces to encourage community participation
· In volunteering
· Through alternative employment practices
· Employers providing older employees part time work and gradual retirement
· Employers providing retirement planning opportunities to older staff
· Abolish compulsory retirement
· Provide incentives for retirement eg reduced course fees
· Through changes to financial arrangements
· Less tax on savings
· Inform self funded retirees of the possibility of getting part age pension
· Encourage superannuation for all
· Giving superannuation asset value
· Stop changing superannuation rules
· Fringe benefits for self funded retirees to discourage reliance on pension
· Create bonus systems of health care
· Encourage tax free government bonds which can be converted into super plan
· Encourage saving
· CPI that reflects costs to retirees to be used in pensions and superannuation adjustments
· By greater publicity of life in retirement (refer pages 30 and 31 of Community Consultations on Our Future - Towards Positive Ageing in Tasmania)
· Project a positive image of retirement
· Media publicity of services and issues in retirement eg retirement villages, health issue, investment schemes
· Advertise and run retirement courses
· Through peer group education and promotion
GENERAL COMMENTS

· The discussion paper provides sound advice in terms of saving for retirement.  However,  government must provide incentives for people to remain independent to the social security system.  These may include raising the tax threshold for self-funded retirees, establishing consistency in the tax and social security systems, creating a level playing field for mature age workers, encouraging home ownership and informing people early of their financial options for retirement.  As the main threat to self-provision in retirement, the issue of mature age unemployment must be addressed before the pension age is raised 
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