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INTRODUCTION

1. The ACTU welcomes the opportunity to make a submission to the Committee on issues relating to retirement. 


2. The ACTU is committed to the principle of workers having some choice over the timing and the extent of their retirement, as well as being assured of a decent retirement income, in most cases from a combination of the age pension and superannuation.


3. Many Australian workers will find that they do not have sufficient retirement income, primarily because they will not have had the benefits of the SG for the whole of their working lives.  This problem is exacerbated for women and others with a broken employment pattern.


4. Although outside the scope of this Inquiry, the need to increase superannuation savings through measures including higher contributions and/or reducing tax is crucial in order to reach the generally accepted goal of a retirement income of approximately two thirds of gross pre-retirement income.


5. It also needs to be borne in mind that many retrenched workers will not find employment again.  Where the retrenchment is a result of the employer’s insolvency, this can sometimes mean that employees do not receive all their entitlements, such as wages, pay in lieu of notice or leave and redundancy pay.  This can have a severe effect on the retirement circumstances of older workers who are likely to have many years of accumulated entitlements.


6. For this reason, comprehensive protection of employee entitlements, including superannuation and the entirety of redundancy pay, is required as a matter of urgency.

THE EFFECTS OF AGEING ON WORKERS’ PRODUCTIVITY

7. It is not possible to generalise about the effect of ageing on productivity. Older workers are not a homogeneous group and should not be treated as such.


8. Older workers do face discriminatory attitudes from employers, and the ACTU supports the Government’s proposed legislation prohibiting discrimination on the basis of age.


9. If the legislation is to be effective, however, it will need to be accompanied by a public education campaign.  Many older employees feel that they are considered too old by employers. An education campaign should alert employers to the benefits of retaining or employing workers over 45


10. A survey by  the Australian Centre for Industrial Relations Research and Training (ACCIRT)  of available literature from Australian and international sources, including the Australian Bureau of Statistics, Office of Ageing and the World Health Organisation, shows that older workers are perceived on two levels.   On one level they are regarded as having more experience and maturity, a more developed work ethic and higher commitment to their jobs.   They are also seen as more reliable and loyal, evidenced by their lower rates of absenteeism and turnover.



11. However, older workers’ experience and maturity can also be equated with inflexibility and rigidity.   Generally, research shows negative perceptions of older workers as they are seen as having fewer abilities (physical and psychological), being unreceptive to new technology, more resistant to organisational change, lacking appropriate skills, difficult to retrain, and lacking energy and enthusiasm.


12. According to ACCIRT research on the actual productivity of older workers, there is no noticeable slowing down in mental ability as workers age.   This is confirmed by studies in the US and UK, which show that older workers are quite capable of adapting to new technology and organisational change.  The only area in which older workers have been noticed to suffer is in demanding physical work.  Apart from that, research shows that differences between workers are individual and that there should be no age-based generalisation about abilities.


13. The ACCIRT study also demonstrates that where workplaces adopt a positive approach to integrating mature aged workers’ skills and experiences, those workplaces have become more productive.   However research produced for the NSW Office on Ageing and by the University of Queensland shows many workplaces appear to be denying older workers the chance to learn and progress in their careers.   These studies show older workers often receive lower levels of training and retraining, and have lower promotion rates.


14. A report published by the Consultative Committee on Ageing said it was “fairly clear” that employers used downsizing as a way of eliminating older workers.   ACCIRT agreed, stating that industry restructuring has also been seen as a way of ridding the workforce of older workers by targeting them for redundancy because of the belief that it is better to keep younger workers in work.


A FIXED RETIREMENT AGE


15. The concept of a fixed or compulsory retirement age is discriminatory, is already prohibited under some state and federal legislation, including in awards and agreements made or certified under the Workplace Relations Act 1996 (Cth) and is opposed by the ACTU.


16. Although the ACTU does not support the operation of a compulsory retirement age, this does not mean that workers should be required to work until they drop.


17. There is some disturbing evidence of a link between ending compulsory retirement and proposals to, in effect, extend compulsory work by lifting the preservation age for superannuation or eligibility for the age pension.


18. The ACTU is strongly opposed to any proposals which would make it harder for workers to retire at an age chosen by them.  The reality is that many workers, particularly those in physical occupations, are unable to work much beyond 50.  It is also clear that even where older workers wish for employment, they find it difficult to obtain a job, as reflected in the higher unemployment rate and longer duration of unemployment for workers over age 45.

THE TRANSITION FROM WORK TO RETIREMENT

19. It is reasonable to suppose that many workers approaching retirement will seek to reduce their hours of work.  Economic needs may have reduced once children have left home and the house is paid off, and greater age may make a transition to fewer hours physically and mentally less demanding.


20. The ACTU supports an ability for older workers to gradually reduce their working hours as part of a transition towards retirement.  Care must be taken, however, that this does not mean that compulsory retirement is replaced with compulsory reduction to part-time status at a certain age.  Any move to part-time arrangements must be on a purely voluntary basis, and at the request of the worker.


21. The ACTU further submits that the SG should be payable by employers of any worker who meets the criteria, irrespective of age.  It is inconsistent that the ability to make voluntary superannuation contributions has been extended to workers aged up to 75, but not eligibility for SG, which remains at 70.


22. While supporting the ability of older workers to make voluntary superannuation contributions, the ACTU does not support extending this ability to persons not in the workforce.  Breaking the link between superannuation and employment would reduce the former to little more than a tax shelter for the relatively wealthy.

ASSISTING OLDER WORKERS TO PLAN FOR RETIREMENT

23. It is important that workers contemplating retirement have access to competent and honest financial advice.   


24. Recent research conducted by ASIC and the Australian Consumers’ Association found that only 20% of plans prepared by planners were free of deficiencies, while more than one in four were grossly inadequate.



25. The survey found that many planners failed to give comprehensive advice or to consider the investor’s goals.  High cost managed funds were recommended without justification and it was clear that change was often recommended because of the fees this would generate for the planner.  The most expensive plan ($17,000, if implemented) was described as “very poor”, and simply recommended moving the client’s investments from her existing funds into one offered by the planner’s own company.


26. The findings of this research highlight the need for greater disclosure of fees and commissions, and greater regulation of the financial planning industry.
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