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INTRODUCTION TO COTA NATIONAL SENIORS

COTA National Seniors Partnership is the largest seniors’ federation in Australia with more than 270,000 individual members and over 1500 seniors organisations under its umbrella. It offer members a vast range of services and benefits and is an influential vehicle for contributing to policy debates affecting older people in Australia.

The Partnership, effective from 11 December 2002, will join the State and Territory COTAs, COTA Membership Services and Council on the Ageing (Australia) with National Seniors into a joint national operation that will merge and share various operations of the eleven organisations.

With its combined individual and organisational membership representing all aspects of Australian seniors interests, COTA National Seniors Partnership has a pre-eminent role in representing, advocating for and serving older people throughout Australia.

In terms of policy, it adheres to four principles.

Policy Principle 1:
maximising the social and economic participation of older Australians. 

The Partnership seeks to maximise opportunities for social and economic participation by older Australians, including promoting positive approaches to the contribution of seniors and the ageing of the Australian population, and by breaking down age discrimination in all areas of social and economic life.

Policy Principle 2:
promoting sustainable, fair and responsible policies

The Partnership is committed to the development of fair and sustainable policies for seniors that take account of the needs of the entire community in the short and long term. It develops policies which are fiscally and economically responsible and which fairly balance the competing needs and interests of diverse groups amongst the senior population and other sectors of the community.

Policy Principle 3:
protecting and extending services and programs that are used and valued by older Australians

The Partnership develops policies and provides advice on maintaining and improving services and programs which seniors use and value. These include primary health care, hospitals, pharmaceuticals, employment services, utilities, public transport, residential care, housing and community care. It will seek to ensure that there is an adequate “safety net” of services and income support which all seniors can access according to fair and equitable criteria in order to maintain a reasonable quality of life. 

Policy Principle 4:
focus on protecting against and redressing disadvantage 

The Partnership believes that all seniors have the right to security, dignity, respect, safety, high standards of treatment and care and to equal participation in the community regardless of income, status, background, location, frailty or any other social or economic factor. As a result we will have a strong focus on seniors who are most vulnerable or disadvantages in terms of these criteria.

Terms of Reference to this Inquiry

On 12 December 2002, the Senate referred the following matter to the Senate Select Committee on Superannuation for inquiry and report by the last sitting day in June 2003: 
Planning for retirement 
In conducting the inquiry the Committee is to examine in particular: 
(a) the effects of ageing on workers’ productivity; 
(b) the continuing relevance of the concept of a fixed retirement age; 
(c) the potential to encourage progressive transitions from work to retirement, including through possible new benefit access and contribution arrangements, and part-time work; 
(d) any scope for older workers to access their superannuation to finance retraining to continue work that is more suitable for older people; 
(e) ways to assist older workers plan for their retirement; 
(f) the short and long term effect on the Budget of any proposals for change; and 
(g) any issues for the Federal or State workplace relations systems. 
EXECUTIVE SUMMARY AND RECOMMENDATIONS

People over the age of 50 now face many challenges in planning for retirement. The challenges relate to the immense social and economic changes that have occurred in the past 20 years. 
Given the extent of the effects of social and economic change on this group, the Superannuation Committee needs to examine how people can indeed plan for retirement in the context of so much change and uncertainty for people in their pre-retirement years. 

Retirement is a changing concept and a varied experience. Universal and irrevocable withdrawal from the paid workforce at a fixed age is no longer the norm. The age at which people leave paid work and never again enter the labour force is far from uniform, spanning at least two decades. 

Clearly guidance and assistance are key priorities but alongside these, mature age people will require maximisation of opportunity for social and economic participation. 

RESPONSE TO TERM OF REFERENCE  1 

THE EFFECTS OF AGEING ON WORKERS’ PRODUCTIVITY

Recommendation 1

Develop an integrated and targeted employment policy for Australia’s ageing workforce.
The lack of employment opportunities for older people is the most significant factor constraining their productivity. Many seniors want to keep working, or would like to work more, but are unable to find work or enough of it. 

Remedying these unemployment and underemployment problems for mature age workers must take priority over increasing the level of participation in the workforce of people over 65. A longer term project will be to encourage some people over the age of 65, health permitting, to remain in employment if they wish to do so by removing barriers to their participation.

Services need to be a targeted not only to those who are already long term jobless but also those at risk of becoming so. Early intervention and proactivity are imperative. There should be specialised services developed based on the best practice strategies of those employment service providers already assisting mature age people. 

Recommendation 2

Effective strategies for mature age people should include specialised services:

referral to appropriate services and training: good information and referral services urgently need to be developed specifically to meet the needs of all workers and potential workers aged 45 and over.

careers advice: a national system of career centres that specialise in advising older people about potential careers and jobs that take account of their past experience, their current preferences, and their capacity for further education and training.

assistance with job search: all older workers need an employment service that focuses on marketing them to employers.

information technology training: courses need to be developed which build on the existing skills and experience of mature age people and their learning styles to ensure that they are able to compete for jobs in the new economy.

transition to retirement programs: older workers need to be well advised about their income needs and lifestyle expectations in retirement and to be assisted to move away from full time paid employment as and when they wish.

education about the labour market of the 21st century: many older workers need help to come to terms with the changes in Australia’s workforce and how they might best tap into new and emerging job opportunities.

develop specialisation in the Job Network on mature age workers: the Job Network should have a national approach to the establishment of services for mature age workers, including specialised providers which are mandated to share information about best practice on mature age employment issues.

better resources for Australians Working Together Initiatives including the Transitions to Work Program and the Prime Minister’s Business Community Partnerships need sufficient resources to effectively meet their program objectives.

Recommendation 3
The Federal Government needs to institute a number of actions to support a culture of lifelong learning in Australia:

· Develop an explicit policy of education for older adults. 

· Reduce barriers to existing education and training opportunities for older adults such as costs, time and location. 

· Provide incentives for the education and training of older adults in the workplace. 

· Extend community and internet-based learning options. 

· Foster the development of methodologies for the learning of older adults. 

· A national policy framework for adult learning as recommended by Adult Learning Australia. 
Productivity growth and skill development are inextricably linked in the new economy. A critical factor in managing the ageing workforce is to support a culture of lifelong learning. 

Recommendation 4

The Government takes heed of the comments made by COTA/National Seniors Partnership and the Human Rights and Equal Opportunity Commission in finalising the age discrimination legislation in order to ensure that comprehensive age discrimination measures are adopted in Australia.

Recommendation 5

The Australian Government adopts the measures recommended to European Governments in The European Commission’s report, Increasing labour force participation and promoting active ageing.

Recommendation 6

Carers benefits similar to those available in the UK, Canada and Germany are introduced such that contributions to a superannuation account are made by government on behalf of women caring for another person (child, parent or significant other) for the duration of their absence from the workforce.

Research shows that growth in the number of older people has led to an increased demand for care at the same time as a possible reduction in the supply of potential caregivers. Appropriate policy responses are required to ensure that a shift of older people into employment does not result in a decline in the number of carers available. 

RESPONSE TO TERM OF REFERENCE 2

THE CONTINUING RELEVANCE OF THE CONCEPT OF A 

FIXED RETIREMENT AGE

Recommendation 7

The current age limits for Age pension eligibility remain unchanged. 

The notion of a fixed or appropriate age of retirement is suggested by the age at which people, subject to meeting income and assets tests, become eligible for the Age Pension, or exceed the superannuation preservation age limit. These ages are often confused with “retirement age”. 
RESPONSE TO TERM OF REFERENCE 3

THE POTENTIAL TO ENCOURAGE PROGRESSIVE TRANSITIONS FROM 

WORK TO RETIREMENT, INCLUDING THROUGH POSSIBLE NEW BENEFIT 

ACCESS AND CONTRIBUTION ARRANGEMENTS, AND PART-TIME WORK.

Recommendation 8

Taxation, superannuation, social security arrangements and labour market programs for older workers must be supportive rather than restrictive of opportunities for older workers to re-enter the workforce.

While Government has a role in reducing mature age unemployment, market forces will inevitably play a part in attracting older people to the workforce. Given the opportunity, many people would choose to stay in the workforce for longer as they aspire to higher retirement incomes. 

RESPONSE TO TERM OF REFERENCE 4

ANY SCOPE FOR OLDER WORKERS TO ACCESS THEIR SUPERANNUATION

TO FINANCE RETRAINING TO CONTINUE WORK THAT IS MORE SUITABLE

FOR OLDER PEOPLE.

Recommendation 9

The Commonwealth Government should initiate research to investigate, in partnership with employer groups and unions, the potential for progressive transition from work to retirement that should then be used to inform policy development in both the government and private sectors.

Increasing the workforce by enabling people who wish to do so to remain in the workforce longer through a transitional or phased retirement process is a worthwhile long-term strategy which should be researched. 

Recommendation 10

The current process of increasing the superannuation preservation age progressively to 60 years of age be extended so that it ultimately matches the Age Pension eligibility age.

We support the gradual increase of the superannuation preservation age – this is a good example of the kind of slow transition required to avoid disrupting long established retirement income planning.

Recommendation 11

The Pension Bonus Scheme be reviewed and refined to make it more attractive to people who wish to remain in or re-enter the workforce after Age pensionable age.

The Pension Bonus Scheme is an attempt by the Commonwealth government to encourage deferral of the age at which the Age Pension is taken up, but take up rates have been slow. 

Recommendation 12

No consideration be given to allowing superannuation savings to withdrawn from funds for anything other than the current hardship criteria.

COTA National Seniors opposes the notion that superannuation could be accessed to finance training. 

RESPONSE TO TERM OF REFERENCE 5

WAYS TO ASSIST OLDER WORKERS PLAN FOR THEIR RETIREMENT.

Recommendation 13

The National Information Centre on Retirement Investments receives increased funding to provide financial and investment information, training, advice and support to older people.

Long-term planning is needed to deal with the lengthy retirement to which many people can look forward. Indeed, it may be more appropriate to refer to mid-life planning rather than retirement planning. 
There is an increasing expectation that individuals should plan and make provision for their own retirement rather than relying upon government to provide for them. 

There is ample evidence that Australians are not planning or not planning well for retirement.
It is most disturbing to find that many people fall victim to poor financial planning even though they have sought advice from professional planners in respected financial institutions.

The Government should increase the standards for accreditation of financial planners and the penalties for non compliance and negligence. 

Recommendation 14

The Government funds the establishment and recurrent costs of organisations similar to the UK’s Pre Retirement Association. 

Mid-life is a time in which there are very significant new challenges. Planning must encompass more than just financial issues, although it is an important consideration for most people. The Pre Retirement Association in the UK is a unique organisation in pioneering a range of innovative services for people in mid-life. 

RESPONSE TO TERM OF REFERENCE 6

THE SHORT AND LONG TERM EFFECT ON THE BUDGET OF ANY 

PROPOSALS FOR CHANGE

We are not in a position to accurately cost the measures suggested in this paper, but it appears likely that their net effects would be cost neutral in the medium to long term. 

RESPONSE TO TERM OF REFERENCE 7

ANY ISSUES FOR THE FEDERAL OR STATE WORKPLACE RELATIONS SYSTEMS

We have no comment to make on this topic.

Managing an Ageing Workforce

INTRODUCTION

Planning for retirement?

People over the age of 50 now face many challenges in planning for retirement. The challenges relate to the immense social and economic changes that have occurred in the past 20 years. This is best illustrated in a recent report published by the Joseph Rowntree Foundation in the UK
 (Phillipson 2002, p20)

The period of ages 50-65 (for men as well as women) is now marked by complex social and demographic changes. It was suggested on page 9 that this time of life has become more crowded for existing cohorts. Midlife is no longer a plateau in this respect; people may in fact feel they are being pushed in a variety of directions, driven by changes in family life, earlier retirement, the work environment and personal relationships. There is, however, a paradox to this development: more uncertainty, more possibilities, and more potential on the one hand, but less intervention in respect of social and public policy on the other. 

Given the extent of the effects of social and economic change on this group, the Superannuation Committee needs to examine how people can plan for retirement in the context of so much change and uncertainty for people in their pre-retirement years. 

Clearly guidance and assistance are key priorities but alongside these, mature age people will require maximisation of opportunity for social and economic participation. 

Retirement is a changing concept and a varied experience. Universal and irrevocable withdrawal from the paid workforce at a fixed age is no longer the norm. For some, there is greater choice as to when to retire, while for others involuntary retrenchment and unemployment are the precursors to permanent exclusion from the workforce. 

The age at which people leave paid work and never again enter the labour force is far from uniform, spanning at least two decades. For some people, there may be a transitional phase of reduced or part-time hours in their same job, while others retire from long-term jobs and re-enter the labour force for shorter intermittent intervals.  Sometimes people retire from their careers and take on different types of work, while others pursue volunteering and unpaid community work in later life. 

…when, how and why people retire has changed dramatically over the past quarter-century, and may be destined to continue changing over the next few decades.

Retirement is the focus of much attention at present due to increasing awareness of the ageing population and its potential consequences. Increasing longevity together with a reduced retirement age, results in more years spent in retirement. A male retiree has a life expectancy of 16.2 years at age 65, and has the potential to experience over 26 years of retirement if he exits the workforce at 55. 

Healthy, active and productive ageing are increasingly recognised by policy makers as the norm. Healthy ageing leads to more people capable of remaining in the workforce for longer. As demand for older workers increases due to falling numbers of younger workforce participants, many older people may choose to remain in, or re-enter the workforce, making a positive contribution to the economy. There is currently a pool of unemployed and underemployed older workers who would like the opportunity to re-enter the workforce: unemployment and underemployment are deleterious to health and have negative consequences for all aspects of wellbeing.
The projected dependency ratio in Australia (i.e. the proportion of dependent persons to those in the workforce) over the next 50 years has already been exceeded overseas, with neither disastrous social consequences nor economic failure. It is far from unsupportable. As the population ages, youth dependency declines. Total dependency ratios in 2051 will be approximately the same as they were in 1970 in Australia. The number of dependents that each worker had to support in 1947 was greater than it is projected to be in 2041.

There is no cogent evidence of a current or impending “ageing crisis” in Australia. Net age related spending has been estimated at an additional 3.3% of GDP by 2050 after allowing for savings
, one of the lowest increases in the OECD, and significantly below the OECD average of 4.6%.  Australia was early to adopt the three pillar approach to retirement incomes, and has avoided many of the difficulties faced by governments in meeting unfunded public pension demands and associated financial problems. 

The Government’s Intergenerational Report
 (IGR) of the 2002 Federal Budget portrays a skewed and negative rather than positive perception of population ageing. When it was released, COTA expressed concerns about the narrow analysis of the IGR. We take a much more optimistic view of the effect of population ageing – a view that is sustained by a very wide range of well-regarded sources.

..the potential economic stimulus created by a growing demand for services (eg home help, specialised housing, financial and personal services) has been largely overlooked.
 
The myths and stereotypes about older people, about ageing and about the consequences of the demographic shift we are experiencing must be challenged. As must the assumption that the transition will be difficult or almost impossible:

This is not the first time the world has changed. Every change we have had so far we have come out of it more productive
.

Evidence based policy development will enable demographic changes to be managed successfully. The final report of the National Strategy for an Ageing Australia provided a reasonable policy framework for taking forward the population ageing debate into good policy responses. Its strength lies in its whole of government approach that takes into account the wide range of other stake holders, including community organisations and business, who will also contribute to sound ageing population policy.
Term of reference 1: The effects of ageing on workers’ productivity

We welcome this opportunity to dispel the myths that:

· The ageing population will create an unsustainable burden on society unless productivity increases.

· An older workforce will reduce productivity. 

We reject both notions on the grounds that:

1. There is no crisis of ageing, as we have briefly outlined above. Our position is more fully explained in our submission to this committee’s inquiry into Superannuation and Standards of Living in Retirement (Submission No. 63
). Dependency ratios will be no higher in the coming 50 years than they have been at times in the past in Australia (such as the1970’s) and in other countries (such as Sweden)
 in recent times. 
2. Older people are very productive, making a strong and positive contribution to many facets of life:

· As mature age people whose store of knowledge and experience benefits the whole community. With declining birth rates and a possible shortage of new entrants to the work force, early retirement will become an issue for individuals and organisations to explore in more detail. Organisations will need to assess the consequences to profits and productivity of encouraging talented and experienced mature age people to exit the work force. Individuals will need to assess their wants and needs in later life. 

· As volunteers, older Australians have a vital role in providing support to the community. Many community services would cease to exist if it were not for older people’s willingness to donate their time and energy.

...growth in volunteer rates occurred for both sexes and across all age groups, but particularly the 18-24 (17% to 27%) and 55-64 (24% to 33%) years groups.

 And

 ...although the number of volunteers was highest in the age group 35-44 years, median hours of voluntary work tended to increase steadily with age, up to 65-74 years age group…this correlates with the decrease in family and paid work commitments with advancing age
.
· As providers of family support - child care, financial help, and many other contributions. Older people’s productivity should not be ignored just because this form of “production” does not appear in the national accounts. Older people make up a significant proportion of carers – caring for family members with disabilities, ailing partners and other family members on an occasional, regular or ongoing basis. This caring role represents savings of many millions of dollars in government expenditure were older people not to so willingly give their services.

· As employees, older workers provide mentoring and support to younger workers and are often the bearers of corporate memory. Older workers provide a strong role model of reliability and diligence to younger employees.

· As business people, older Australians are highly productive and resourceful.

· As community leaders, older people are irreplaceable. Few local government authorities, not for profit organisations or local community activities could continue were seniors to withdraw their active participation.

Research commissioned to investigate ways in which older people contribute to society challenges the stereotypes of dependency draining society: older people give far more through their community contributions than the cost of providing them with goods and services. Ageing and the Economy in South Australia
 estimates the value of productive activities of older South Australians to be between $5.2 billion and $9 billion compared with the cost of supporting them of $1.8 billion a year.

3. As employees, older people are more reliable, take less time off work and are just as able to acquire new skills as younger workers. 

Numerous studies indicate that older workers are just as productive as younger people in the workplace. Access Economics
 has confirmed that mature workers:

• are highly productive.

• possess experience and wisdom.

• produce above average quality of work.

• are loyal to their employer.

• have a good work ethic.

• have lower turnover rates.

• have lower absenteeism levels.

In a review of older worker studies, Rix
 concluded that many aging workers continue to work at peak efficiency and that there is usually much more variation within age groups than among age groups. Shea
 summarised the studies on older workers by pointing out that: 

age-related changes in physical ability, cognitive performance, and personality have little effect on workers' output except in the most physically demanding tasks.

Direct investigations of worker productivity have found no significant difference between older and younger workers—although there are differences in kinds of skills and aptitudes.

and

Comparing the high and low productivity growth industries, there was no

systematic association between the age profile of employment and MFP (multi factor productivity) growth.

Constraints on older workers’ productivity

The lack of employment opportunities for older people is the most significant factor constraining their productivity. Employers must recognise that older workers are an asset and that: 

...three out of five workers who are mandatorily retired want to keep working past the usual retirement age.

...skills and experience should not be discarded merely because a particular age has been reached.

The unacceptably high rate of unemployment for mature aged workers is coupled with considerable underemployment. Many part time workers would be willing and able to work additional hours if they were available. Many seniors want to keep working, or would like to work more, but are unable to find work or enough of it. 

Remedying these unemployment and underemployment problems for mature age workers must take priority over increasing the level of participation in the workforce of people over 65. A longer term project will be to encourage some people over the age of 65, health permitting, to remain in employment if they wish to do so by removing barriers to their participation.
The benefits of increased labour force participation by mature age workers include:

· increased productivity – unemployed and underemployed people are a wasted productive resource;

· greater capacity for individuals to make savings for retirement; 

· lower dependency on publicly funded income support payments and services for longer periods; 

· better health for longer periods (provided that the job itself does not pose a health risk); 

· higher returns to revenue through taxation; 

The imperative of policy action in the area of the ageing workforce has been highlighted by 2 recently released reports:

· The BIS Shrapnel
 long term forecasts of economic growth released on 21 January 2002 has pointed to the acceleration of ageing of the workforce such that workforce growth is slowing from a current figure of around 180,000 per year to 140,000 over the next decade to 60,000 over the following five years to zero in the late 2020s. The study authors recommend enhancement of the skills of the older workforce and the opening up of options for flexible employment and phased retirement. 

The BIS Shrapnel reports supports the view that the ageing workforce is one of the most important medium to long-term issues facing Australia and requires urgent policy attention.

· The Social Policy Research Centre
 shows the complexity of employer attitudes to older workers and their behaviour in the employment of older workers resulting in the low uptake of mature workers by employers. The study emphasises the importance of: 

- early intervention for those who become unemployed

- up to date skills especially in computer related areas

- the potential of incentives such as wage subsidies in providing incentives to employers to employ mature age people.

These two reports point to the urgency of a coordinated policy response to Australia’s ageing workforce.  

Well targeted policies are needed that offer opportunities for the employment, education and training of all older workers and need to be compatible with the life stage, experience, maturity, values and learning styles of diverse groups of mature age people. Services need to be developed specifically for mature workers encompassing the following elements: 

· referral to appropriate services and training 

· careers advice 

· assistance with job search 

· information technology training 

· transition to retirement programs 

· education about the labour market of the 21st century. 

A recent American report
 shows that it is important to take account of the following factors in working with older people:

· the particular age related characteristics of mature workers relating to learning styles and interests; 

· their past experiences in education and training; 

· their level of confidence. 

The Government needs to develop programs that specifically suit the issues faced by older people who need labour market assistance.
Recommendation 1
Develop an integrated and targeted employment policy for Australia’s ageing workforce.
Mature age unemployment lowers productivity

The Access Economics report of 2000 (check referecence) shows 33 per cent 50-64 age group receiving a social security income and 46 per cent do not have paid employment. While it would be untrue to say that this represents loss of productivity – many of these people are engaged in very productive activities – it is true to say that many of the people in this group would welcome the opportunity to be within the workforce and to be more productive.

We have long standing concerns about the impact of the high rates of social security dependence in the age group on their well being in older ages. In particular the COTA/NSA Partnership is looking to the Government to fully fund the following recommendation of the final report of the Reference Group on Welfare Reform. 

Services need to be a targeted not only to those who are already long term jobless but also those at risk of becoming so. Early intervention and proactivity are imperative. This may include a large number of people who are either on benefits and allowances other than Newstart but also those not receiving any social security payment. 

Mature age people not in the labour market need access to a wide range of counselling services including financial and personal as recommended by the Reference Group. Many mature age people do not receive the assistance they need because of a range of factors:

· they are not informed about basic Centrelink assistance they might be eligible for mainly in the area of job search assistance; 

· they are not eligible for personalised Centrelink or Job Network assistance because they are not on social security payments; 

· even if they are eligible there are insufficient services; 

· they cannot afford commercial services through private employment agencies. 

The Personal Support Programme is narrowly targeted to people with very high level of personal problems and very unstable lives such as alcohol or drug dependence or homelessness. The needs of mature age people are quite different. Their needs are for specific counselling in a number of areas including:

· transition to retirement considerations 

· management of issues arising from being an older person in the labour market including age discrimination 

· self esteem and confidence flowing from poor retrenchment practices and job search problems 

· the demands of the 21st labour market and new economy. 

We would expect that most mature age people requiring assistance have relatively stable lives but whose major problems from their late 40s into their 60s arise from their negative labour market experience and poor job opportunities. High quality and specific counselling needs to be offered. 

The Transition to Work program will target mature age people and women with no recent workforce experience who are not in the social security net and hence is an important program. However the program is poorly resourced with only $39 million over 4 years. This funding needs to be significantly increased. 

There should be specialised services developed based on the best practice strategies of those employment service providers already assisting mature age people. These providers should receive additional funding to provide services to a wide range of mature age people including people on payments other than Newstart Allowance.

Recommendation 2

Effective employment services for mature age people should include specialised services:

Referral to appropriate services and training: good information and referral services urgently need to be developed specifically to meet the needs of all workers and potential workers aged 45 and over.

Careers advice: a national system of career centres that specialise in advising older people about potential careers and jobs that take account of their past experience, their current preferences, and their capacity for further education and training.

Assistance with job search: all older workers need an employment service that focuses on marketing them to employers.

Information technology training: courses need to be developed which build on the existing skills and experience of mature age people and their learning styles to ensure that they are able to compete for jobs in the new economy.

Transition to retirement programs: older workers need to be well advised about their income needs and lifestyle expectations in retirement and to be assisted to move away from full time paid employment as and when they wish.

Education about the labour market of the 21st century: many older workers need help to come to terms with the changes in Australia’s workforce and how they might best tap into new and emerging job opportunities.

Develop specialisation in the Job Network on mature age workers: the Job Network should have a national approach to the establishment of services for mature age workers, including specialised providers which are mandated to share information about best practice on mature age employment issues.

Better resources for Australians Working Together Initiatives including the Transitions to Work Program and the Prime Minister’s Business Community Partnerships need sufficient resources to effectively meet their program objectives. 
Productivity and lifelong learning

Productivity growth and skill development are inextricably linked in the new economy. A critical factor in managing the ageing workforce is to support a culture of lifelong learning. Lifelong learning aims to provide opportunities for adults throughout the life course to undertake education and skills upgrading. There are several core reasons to develop a culture of lifelong learning in the context of an ageing population and ageing workforce.

· Labour force needs
The ageing of the population means an ageing workforce. There will be a smaller pool of younger, recently educated people to recruit from, in the future. For this most prosaic of reasons, the skills of mature age people will need to be fostered and enhanced to meet workforce requirements in the future.

· Responding to economic and technological change
The technological environment will continue to undergo profound and rapid change. A culture of lifelong learning will be needed if Australia is to be able to respond to these continuous changes. The costs to Australia of not developing a culture of lifelong learning may be very severe with respect to our rate of economic growth and our competitiveness in the global economy. Over the longer term this translates into a fall in our standard of living, further contributing to poor economic output. This will make it more difficult to manage the challenges of an ageing population.

· Maximising social and economic participation
Opportunities for lifelong learning are also essential to maximise social and economic participation. The Welfare Reform Reference Group identified a growing divide between "job rich" and “job poor” households that translate into households reliant primarily on a low social security income and those able to accumulate resources through paid employment. Around 33 per cent of people between the ages of 50 and 64 are primarily reliant on some form of social security income and 46 per cent are not in paid employment. 

Education is an important conduit into paid employment and is an important form of social participation in its own right. Lifelong learning opportunities therefore can make an important contribution in narrowing the gaps between rich and poor households. This has important effects in terms of social cohesion and equity. An economically polarised society damages the fabric of society creating negative effects for everyone.

Managing change and complexity
The 21st century will present a great many challenges across the globe – and in Australia. These challenges cross the environment, the society, family and the economy. The changing demographics are one of these challenges. It will be critical to the management of change and complexity that the society is well equipped to respond in constructive and cohesive ways. Lifelong learning will empower individuals to develop constructive responses and will assist in nurturing Australia’s democratic and peaceful traditions. 

Lifelong learning does not feature strongly in current national education policy. Older adults report the following difficulties in pursuing educational goals:

· Cost – Australian education is fee-paying. Many professional courses require substantial outlays of thousands of dollars. Many older adults, especially if unemployed and with family responsibilities, are unable to meet these costs. While the Government’s commitment in Backing Australia’s Ability to allow people to defer fees under a HECS (Higher Education Contribution Scheme)- type system may be of some help but may still deter people who are not prepared to take on debts later in life which will negate retirement savings. 

· Uncertainty of investment. Many mature age people feel that the investment in obtaining new qualifications cannot be warranted in terms of the time they perceive they have ahead in the workforce and the uncertainty of the return. However, the perception seems to be derived from the idea that gaining new qualifications requires commitments of two or three year full time equivalent education. 

· Inappropriate teaching and learning methodologies. Older adults have reported to COTA that they feel that the methods used in conventional educational courses are inappropriate to their background and learning styles. 

· Lack of linkage to the workplace. Lack of information is a barrier for the training of mature age people. Most mature age people are risk averse and have insufficient information about the sort of education and training that will assist them in the labour market. 

· Insufficient linkage to existing skills and training – insufficient recognition of prior learning. 

· Youth focussed. Education policy is primarily concerned with the provision of education of people under the age of 25. There is very little concern with the educational needs of people beyond the completion of secondary school and primary degrees and qualifications. 

Developing an Australian lifelong learning policy

Lifelong learning should, at the minimum, encompass the following characteristics:

· High level accessibility in terms of time, cost and location. 

· Modularity – components of education should be linked to each other. 

· Recognition of prior learning. 

· Locally based. 

· Relevant to both specific labour market needs and broader personal and social interests. 

· Diversity in approaches, venues, methods, content. 

· Appropriate use of technology. 

Recommendation 3

The Federal Government needs to institute a number of actions to support a culture of lifelong learning in Australia:
· Develop an explicit policy of education for older adults. 

· Reduce barriers to existing education and training opportunities for older adults such as costs, time and location. 

· Provide incentives for the education and training of older adults in the workplace. 

· Extend community and internet-based learning options. 

· Foster the development of methodologies for the learning of older adults. 

· A national policy framework for adult learning as recommended by Adult Learning Australia. 
Age discrimination

Mature aged workers’ participation in the workforce is one of the keys to maintaining and increasing productivity. Age discrimination is a major barrier to mature age people remaining in or re-accessing the workforce. The Government’s commitment to introducing federal age discrimination legislation is welcome, but we have expressed a number of concerns in response to the Attorney General’s proposals, including:

· By exempting much Commonwealth legislation from the provisions of age discrimination legislation, the Commonwealth provides a negative role model to the community. Leadership is required to change entrenched attitudes and behaviours.  Any public education campaign will be undermined by the Commonwealth’s own reticence in embracing its own age discrimination laws. The Commonwealth must demonstrably support this legislation by minimising exemptions. The default setting should be that the age discrimination shall apply and that exemptions shall be minimised and exceptional.
· The proposed legislation perpetuates and supports age discrimination. Chronological age should not be used as a proxy measure for competence. All Commonwealth legislation and regulations  should be reviewed and amended to eliminate their  discriminatory provisions. Good cause must be shown in cases where age is maintained as a criterion for denial of access to an opportunity available under federal law. Exemptions should be the rare exception, not the rule.

· Age discrimination must not be the “poor cousin” of HREOC – it must be viewed as being equally important as all other forms of discrimination.  The Act will need to be administered by its own Deputy President/Commissioner, and adequate resources must be made available for public education and other supporting measures. Again, this will demonstrate the government’s commitment to this legislation.

· The new arrangements in regard to enforceable determinations through the Federal Court need to ensure that complainants are not disqualified from taking cases forward due to cost or other barriers. Older people may well be discouraged from seeking redress through the Federal Court due to costs and other barriers. The proposed legislation does not address this issue.

· Additionally, a whole of government approach is needed to address age discrimination. Individual departments should not be allowed to maintain discriminatory practices through seeking exemption for each “special case” as the result will be that the many and various exemptions will undermine the totality of the legislation and its intent. The Commonwealth government needs to be seen to lead by example.

· We endorse the conclusion of the Victorian, South Australian and Western Australian Equal Opportunity Commissions and the Australian Employers Convention that:

These issues cross-cut portfolios…To successfully address structural barriers (to age discrimination) the restrictive boundaries of individual portfolios must be overcome 
 (Parenthesis added.)
And the comments of Age Concern England:

The action of government departments in tackling age discrimination themselves will be an important part of the tone and approach of Government. If government departments are perceived to be reluctant in their approach, and/or arguing for exemptions, this is likely to impede the effectiveness of measures designed to combat discrimination in employment and health and social care. The government will need to be seen as leading by example.

Our full submission to the Attorney General is on our home page www.cota.org.au  We note that the Human Rights and Equal Opportunity Commission has made a number of comments that are similar to those in our submission, as have other organisations and individuals.

Recommendation 4

The Government takes heed of the comments made by COTA National Seniors Partnership and the Human Rights and Equal Opportunity Commission in finalising the age discrimination legislation in order to ensure that comprehensive age discrimination measures are adopted in Australia.
Increasing productivity by mobilising older workers in the longer term

The European Commission’s contribution to the 2nd World Assembly on Ageing in Madrid in April 2002
 outlines what needs to be done:

First, a shift towards maintaining the working capacity and employability of older workers, men and women, through measures such as training, health and safety measures, adjustments to workplace and job design, introduction of work facilitating technology, and new working time arrangements.

Second, the extension of active employment policies to older workers. Possibilities for generating job opportunities for older workers and raising their employment rate through measures of reinsertion and retention should be exploited. 

The European Commission’s report, Increasing labour force participation and promoting active ageing
 details a wide range of conditions that need to be in place to increase participation of older workers: 

A dynamic, life cycle approach

· Preventing the erosion of skills throughout adult working life will increase the chances of people remaining in employment longer. 

 More jobs and better quality in work

· labour market policies should be designed in such a way that not only ensure stability of decent and good jobs but also help disadvantaged people trapped in low quality jobs to get better ones.

Making work pay

· making work pay requires an examination of the interaction of wage levels, particularly at the lower end of the pay scale, and the incentives and disincentives built into the tax/benefit system.

Higher and adaptable skills at work

· access to relevant training for unemployed as well as inactive persons should be promoted.

Making work a real option for all

· adapting methods and procedures (in employment services) to the needs and circumstances of women, older people and the disadvantaged.

-     ensuring access to and from employment for all through appropriate affordable transport facilities.

A partnership approach

· involving the active commitment of social partners is a crucial element to success in the suggested overall policy approach. 

In the United States, there is a growing interest among organizations to reengineer the work environment to account for physiological changes due to aging
 and to reorganize work schedules to account for seasonal or contingent labour pools composed of older workers
. Similarly, in the UK, there is recognition of these issues and large companies including W.H.Smith and Tesco have taken steps to increase their mature age workforce. 

Australian business, however, has been slow to respond to the challenge of the ageing population. The Australian government would do well to emulate the European governments initiatives in respect to labour force participation and active ageing. Proactive policies will assist in the process of adaptation to the older age profile of the Australian population in coming decades.

Recommendation 5

The Australian Government adopts the measures recommended to European Governments in The European Commission’s report, Increasing labour force participation and promoting active ageing.

“False” productivity gains to be avoided
Substituting activities that are not recognised in the national accounts (such as caring, volunteering or providing family support) for activities which are, like paid employment, does not increase GDP in any real sense. Research by the Joseph Rowntree Foundation
 shows that growth in the number of older people has led to an increased demand for care at the same time as a possible reduction in the supply of potential caregivers. 

With fewer younger people in the population, employers in the UK are endeavouring to retain older employees and to attract and retain older female workers. The result is that women in their forties and fifties are being targeted by employers to enter and/or remain in the labour market, while at the same time more care demands are being made on this group of people. Women are more likely than men to provide substantial amounts of care and to do so at a younger age. The authors conclude that: 

...the impact of caring on work performance is likely to grow, as many jobs demand increasingly long hours despite attempts to limit this through legislation. Without more resources to support carers, both in and out of work, their contribution may not be sustainable other than short term.

Appropriate policy responses are required to ensure that a shift of older people into employment does not result in a decline in the number of carers available. Caring must not remain as financially draining as it is at present. One of the greatest sacrifices that carers make is in lost superannuation contributions, a loss that can lead to an impoverished old age. We have previously
 made recommendations to this committee regarding superannuation contributions for carers:

Carers are recognised in a number of overseas countries as making a valuable contribution to society and are assisted in a variety of ways. Many women give their time to care for others, but suffer, through their absence from the workforce, from reduced superannuation accumulation and, ultimately, lower retirement incomes. Government could assist by making contributions to carers’ superannuation accounts on their behalf while they are absent from the workforce due to their commitments as carers. 

Recommendation 6

Carers benefits similar to those available in the UK, Canada and Germany are introduced such that contributions to a superannuation account are made by government on behalf of women caring for another person (child, parent or significant other) for the duration of their absence from the workforce.

Term of reference  2: The continuing relevance of the concept of a fixed retirement age

There is no such thing as a fixed retirement age for most people – only judges and a few others in occupations exempt from age discrimination legislation must retire at a prescribed age. Neither does withdrawal from the workforce signal a time of inactivity and dependence:

Far from retirement being a time of passive dependency, most of those interviewed were making a real contribution to society. They were taking part in a huge range of activities, including various forms of unpaid work, learning activities, domestic work and caring for family, helping out friends and neighbours, and leisure and educational pursuits
.

The concept of retirement is changing and the situation is dynamic. There is wide diversity of responses to this, some voluntary and some involuntary. Flexibility in policy response is needed to accommodate the diverse paths that people may follow; innovative solutions are required to enable people to respond to the particular set of circumstances they confront. 

Age Pension eligibility

The notion of a fixed or appropriate age of retirement is suggested by the age at which people, subject to meeting income and assets tests, become eligible for the Age Pension, or exceed the superannuation preservation age limit. These ages are often confused with “retirement age”. Most people's expectations about when they will retire are in line with these ages.
 

It has been argued that the retirement age suggested by eligibility for the Age Pension is too low, given the increase in life expectancy since the introduction of the Age Pension in 1911. Life expectancy for men at age 65 was 11.3 years between 1900 and 1910 and 12.9 years for women. This increased to 16.2 years for men and 19.9 years for women by 1995 – 1997
, not as large an increase as often supposed, being an additional 5 years for men and 7 years for women. (Life expectancy at birth has increased much more). 

We support the continuation of Age Pension eligibility at age 65 for men and progressively increasing to 65 for women for two important reasons:

· Retirement planning is long term – changing the age at which a person becomes eligible for the Age Pension has the potential to disrupt the planning of many people now in their 40’s and 50’s (not to mention those in their 60’s). Any change to these arrangements must be fully discussed, flagged well in advance and phased-in over many years so that appropriate planning can occur.

· Some people need to access the Age Pension or their superannuation at an earlier age than others. Job stress has been named as a factor motivating older people to leave the workforce
 Increased work intensity is reportedly a feature of the workplace brought about by the workplace reforms of the 1980’s and 1990’s
. Some jobs are more arduous than others, and individuals may be unable to continue in their occupation beyond the age of 65. Exiting the workforce at 65 years of age is not inappropriate for them.

The current age limits for Age Pension eligibility provide an opportunity for people to exit the workforce should they need and want to do so. This opportunity should remain available, although we foresee that an increasing number of people will remain in or return to the workforce after that age if jobs are available for them. Market forces and personal choice will bring this about.

Recommendation 7

The current age limits for Age pension eligibility remain unchanged. 

Market forces

While Government has a role in reducing mature age unemployment, market forces will inevitably play a part in attracting older people to the workforce. It has been suggested
 that the market will make it more attractive for Australian workers to move overseas to live and work, but, equally, market forces may well create excellent opportunities for some older workers in Australia. As a result, some will inevitably choose to remain in or re-enter the workforce. 

Market forces should not be feared as driving up costs. Mature aged workers are highly productive and are likely to contribute positively to lower cost structures in business:

...even when older workers cost more than their younger colleagues, this can be more than compensated by the value of their accumulated know how.

As negative stereotypes diminish and age discrimination legislation takes effect, bringing about cultural and behavioural change, employers will actively seek to retain their older workers:

Mature workers are too valuable to waste. Employers are wrong if they...prematurely encourage mature workers to leave their employment.
   
Personal aspirations

Given the opportunity, many people would choose to stay in the workforce for longer as they aspire to higher retirement incomes. Government has a role to play in making that opportunity available through funding labour market programs, providing assistance to mature age unemployed and underemployed people, enacting and enforcing strong age discrimination legislation, and ensuring that superannuation, taxation and social security regulations are supportive and complimentary rather than a hindrance to the process. 

Recommendation 8

Taxation, superannuation, social security arrangements and labour market programs for older workers must be supportive rather than restrictive of opportunities for older workers to re-enter the workforce.

Term of reference 3: The potential to encourage progressive transitions from work to retirement, including through possible new benefit access and contribution arrangements, and part-time work.

While there is considerable potential for increasing the number of people who undertake transitional or phased retirement options this should be secondary to achieving reduction in the number of unemployed and underemployed mature aged workers. Failure to deal with these people first will create more problems for the future. Employment is one of the key determinants in retirement saving. A period of unemployment in mid life, the time at which most people make their highest contributions to superannuation, results in dramatically lowered retirement savings, and later reliance on the Age Pension. 

However, increasing the workforce by enabling people who wish to do so to remain in the workforce longer through a transitional or phased retirement process is a worthwhile long-term strategy. A survey of WA public sector employees over 45 years of age
 showed that 78% would be interested in contract/casual employment as a transitional arrangement towards retirement, while over 40% registered interest in reducing their level of responsibility and working at home, and 68% responded “yes’ to the suggestion of reduced hours. Interest in flexible work options was overwhelmingly positive. 

The concept of making available flexible transition from work to retirement for more people is strongly supported by a range of commentators:

At present, the issue is that there is considerable economic, as well as personal, loss if older people with valuable skills are being 'pushed' to withdraw from work before they would prefer—and before they have saved enough. Changes that would allow more people to strike a better balance between working life and retirement—and choose a more flexible transition—would benefit all Australians.

However, there are many constraints to achieving this goal. Governments have an important role to play in making progressive transitions from work to retirement possible. For example:

· Superannuation arrangements for public sector employees must be reviewed to make it possible for them to undertake the transition to part time work if they wish to do so. Some current public sector superannuation schemes actively discourage phased retirement.

· People need the opportunity to participate in the workforce in any a variety of ways without penalty. Currently an age pensioner may earn $30 per week without reduction of the pension, but this amount is not available on an annualised basis – i.e. a person earning $1560 in one week (rather than $30 per week for 52 weeks) loses a fortnight’s pension. This penalises those who work in blocks rather than small weekly increments. It also discriminates against people who receive wages rather than investment income, which is annualised.

· Other rigidities in the social security system that inhibit the ability of people to make progressive transitions or to move in and out of the workforce must be removed. For example, the Pensioner’s Education Supplement (a benefit for pensioners who are studying to assist with the purchase of books, payment of fees, etc) is not payable to Age Pensioners, as they are not expected to return to the workforce. Effectively, they are prevented or discouraged from undertaking courses that might assist them to re-enter the workforce. Access to child care assistance for Age pensioners caring for their grandchildren would enable them to find work, but this assistance is currently unavailable to them.

· The interface between social security, taxation and superannuation needs to be streamlined so that there are neither perverse incentives nor penalties inherent in the system. The system also needs to be straightforward and readily understood so that people can make appropriate decisions for themselves. Currently, this is not the case.

· There is poor knowledge amongst employees of the existence of flexible work options even where they are available
. Government can assist by funding advisory services to assist people access relevant information.

· Private employers have been slow to appreciate the impact of the ageing population. More needs to be done to encourage employers to develop work practices that support mature age employment and phased retirement. 

· All age discriminatory aspects of superannuation law and regulations should be abolished (refer to our recent submission to the Attorney General in response to his discussion paper on the proposed age discrimination legislation). This is necessary to prevent superannuation rules from obstructing and/or discouraging older people’s workforce participation. 

· Programs should be carefully targeted to meet diverse needs and to alleviate rather than perpetuate disadvantage:

Retirement appears to have greater significance in the lives of men than in the lives of women. Other things being equal, the more educated the man the more likely he is to retire early. Compared with self-employed men, male employees are more likely to retire early. Among women a significant factor is whether their partner has retired early. In contrast, men’s decisions about timing of their own retirement tend to be unaffected by their partner’s retirement plans
.

and

...older females are unlikely to have as much superannuation as males, because disproportionately few women now aged 50 years and over have had strong formal labour market attachment. Additionally their numbers contain many women who have been sole parents or divorced, and while some may have gained financially from divorce settlements, the bulk of them have not—indeed it is understood that most have precarious financial situations. It is only when women who are now aged 40 years or younger and who have had a strong labour force experience and a culture of private superannuation enter retirement age between 2021 and 2051 that women will accumulate sufficient superannuation.

Recommendation 9

The Commonwealth Government should initiate research to investigate, in partnership with employer groups and unions, the potential for progressive transition from work to retirement that should then be used to inform policy development in both the government and private sectors.

The superannuation preservation age

It is illogical the superannuation preservation age ever differed from the Age Pension eligibility age. Inevitably, such arrangements will lead to “double dipping”:

The Australian worker (except for those at very high incomes) has an incentive to retire early, live off superannuation savings and then claim an unreduced age pension at age 65. It is indeed surprising that more do not do so.
 
We support the gradual increase of the superannuation preservation age – this is a good example of the kind of slow transition required to avoid disrupting long established retirement income planning.

Recommendation 10

The current process of increasing the superannuation preservation age progressively to 60 years of age by extended so that it ultimately matches the Age Pension eligibility age.

The Pension Bonus Scheme 

The Pension Bonus Scheme is an attempt by the Commonwealth government to encourage deferral of the age at which the Age Pension is taken up. Introduced in 1998, this scheme provides a tax-free lump sum bonus to individuals who remain in full–time employment and voluntarily defer taking up the age pension. As it is currently structured, the Scheme is weighted toward retirement age at 70, at which point the bonus reaches its maximum value. Time worked after the age of 75 is not included when calculating the bonus. Few people have taken up this option, however, perhaps due to its complexity and the low level of benefit payable.

Recommendation 11

The Pension Bonus Scheme be reviewed and refined to make it more attractive to people who wish to remain in or re-enter the workforce after Age pensionable age.

Term of reference 4: Any scope for older workers to access their superannuation to finance retraining to continue work that is more suitable for older people

We oppose the notion that superannuation could be accessed to finance training. If superannuation can be accessed for training, why should it not be accessed for a variety of other, equally worthy, purposes? Superannuation savings should be available only in cases of hardship.

Accessing superannuation savings prior to retirement runs counter to the idea that people are saving to provide for themselves in later life. Superannuation depends on long term saving (low rates of return are to be expected for relatively safe investment – averaging about 3% over the rate of inflation). This results in relatively slow accumulation, but a reasonable amount can be accumulated over a working lifetime. Removing money from superannuation savings may dramatically reduce end benefits, and erodes the idea that this is money set aside for older age.

Individuals’ accessing their retirement savings prematurely is an inappropriate way to fund training. Many workers currently choose to pay for education and training themselves through the Higher Education Contribution Scheme, and through payment of fees for other courses. Government and private employers should do more to train their older employees in recognition of the fact that there is an opportunity cost in not doing so - the cost of those workers leaving, the cost of replacing them (recruitment costs), the loss of corporate knowledge and culture, and the cost of orientation and training of their replacements.

The European Union has developed strategies to encourage older workers to remain in the workforce, which includes that member states should develop active ageing policies by adopting measures to maintain the working capacity and skills of older workers, to introduce flexible working arrangements and to raise employers’ awareness of older workers potential. They should ensure that older workers have sufficient access to further education and training as a matter of course.

Training is essential for older unemployed workers. Government must ensure that suitable labour market programs are in place to assist unemployed people to re-enter the workforce by providing training vouchers, support to access suitable courses, advice and advocacy services. We have already referred to this above.

Recommendation 12

No consideration be given to allowing superannuation savings to withdrawn from funds for anything other than the current hardship criteria.

Term of reference 5: ways to assist older workers plan for their retirement

Regrettably, retirement planning, for most people, is synonymous with financial planning. Although financial planning is important, retirement planning should encompass issues including housing, relationships, health, work, leisure and caring in order to allow people to prepare for later life.

The Victorian Parliament's Inquiry into Planning for Positive Ageing (1996:18) comments on the paradox, 'that so much effort is devoted to preparing for some phases of life and so little for the life stage which has dramatically increased in length, the period of old age'. Planning for retirement, if it is pursued, appears to generally focus on financial issues.

Planning for retirement means more than attending a pre retirement seminar – long-term planning is needed to deal with the lengthy retirement to which many people can look forward. Indeed, it may be more appropriate to refer to mid-life planning rather than retirement planning as so many issues in later life are contingent upon mid life years. This is particularly so in the context of employment - the strongest determinant of retirement savings.

Planning for later life in all its aspects will become more essential as the life course transitions between employment and retirement become less rigid.

(emphasis added)

Difficulties in planning

People make plans in different areas and times of life - education, employment, family life, financial life, retirement and 'putting their house in order'. There is an increasing expectation that individuals should plan and make provision for their own retirement rather than relying upon government to provide for them. 

Recently published research conducted by the Joseph Rowntree Foundation in England, Planning for the future: the difficulties people face found that: 

The moral dimension of planning also needs to be considered. Those who plan ahead are currently perceived as responsible, sensible citizens. Those who do not are seen as irresponsible free-loaders.

· Even if people were both willing and able to think and plan ahead, their capacity to do so was often limited by economic insecurity and lack of resources. Those with secure (and high) incomes felt they were more able to plan ahead. Those with less secure (and low) incomes felt they had less capacity to make plans.

· People found it difficult to estimate the risks of certain events happening to them (such as divorce, ill health, unemployment), because they saw the future as uncertain on a global, national and individual level.

There is ample evidence that Australians are not planning or not planning well for retirement.
 

...the remaining 42% of employees (over 45 years of age) ... are either not planning or not seriously planning for retirement

and

...a sizeable number of employees are financially unprepared for retirement
. (parenthesis added)

and

Early retirees—especially those with compulsory cover only—often over–estimate the income their superannuation will provide, and/or for how long. Their living standard in retirement may fall considerably, and considerably more than they expect.

Poor planning, or no planning at all, is hardly surprising - planning implies predictability. In this increasingly unpredictable world, individuals may well feel that long term planning is impossible, or find that their long term plans are quickly disrupted by the tide of events. Government has an important role to play in assisting people to have confidence in their ability to plan in the longer term by:

· keeping policy settings stable in the long term. Frequent changes to systems make it impossible for individuals to plan.

· providing stability by “ironing out” peaks and troughs of the business cycle to cushion individuals from the excesses of the marketplace.

· ensuring that systems are transparent and understood by ordinary people. Over complexity diminished individuals’ ability to plan for themselves.

· making systems (taxation, social security, superannuation, etc) complementary and interlocking rather than piecemeal and unrelated.

· actively assisting people to plan through funding community based, non-government organisations to provide appropriate planning and advisory services. 

I would feel happier about retirement if I knew that conditions for retirement superannuation were not going to undergo any change in the next 5 years.

Financial planning

Financial planning is important. It is most disturbing, therefore, to find that many people fall victim to poor financial planning even though they have sought advice from professional planners in respected financial institutions
. The recent Australian Consumers’ Association and Australian Securities and Investments Commission (ASIC) survey on financial planners shows that poor practice is the norm in the financial planning industry, with half of all planners surveyed ranking borderline, poor or very poor in terms of overall quality of advice, and that an alarming number of financial planners do not even comply with the existing law. This research did not comprise a series of “specific case studies” as the Minister for Revenue and Assistant Treasurer would have us believe
; it is a systematic sample survey with a  methodology enabling the results to be generalised across the financial planning sector. Neither is this failure of the financial planning industry to adequately serve their customers a recent phenomenon, as previous ASIC surveys have shown. 

Many people who have done the right thing in seeking professional advice have been duped. This is clearly unacceptable in an era when people are expected to take personal responsibility for their financial future, and accept an increased burden of risk. Financial advice must be absolutely trustworthy. We are not in a position to judge whether the Financial Services Reform Act (FSR) standards, which will apply to all financial planners by March 11th, 2004, will remedy the problems in the financial planning industry. However, we are concerned that thousands of people have already received advice that is borderline, poor or very poor, leaving their capital and retirement income potentially at risk or under-performing, and that this may well continue at least until all financial planners are covered by the FSR standards in another 12 months time. 

We are also concerned that a range of risky investment products and schemes are regularly promoted in the press, including options trading, mezzanine financing, day trading and high interest debentures. Recent history shows that retirees and people approaching retirement age will unwittingly put their life savings at risk by entering into unwise investments. 

While ASIC is increasing its community education activities, there is clearly a need for more information, advice, support and education to be made available to investors. It is vital that totally objective and disinterested advice and information should be available to assist people in making investment decisions. Organisations such as the National Information Centre on Retirement Investments (NICRI) need more support to fulfil this role.

I would really appreciate some unbiased advice about investing.....While I am unsure what to do, I do nothing, and time is slipping by.

Recommendation 13

The National Information Centre on Retirement Investments receives increased funding to provide financial and investment information, training, advice and support to older people.

Holistic planning
Mid-life is a time in which there are very significant new challenges. Planning must encompass more than just financial issues, although it is an important consideration for most people. It is unreasonable for governments to expect people to manage these change without appropriate supports especially when these changes have been imposed on people through policy driven reforms. 

The Pre Retirement Association in the UK is a unique organisation in pioneering a range of innovative services for people in mid-life. It was set up in the 1960s by Age Concern and undertakes a very wide range of activities including:

· professional training

· business services

· research

· advocacy 

The work of the Pre Retirement Association is instructive to Australia at a number of levels:

· the study of mid-life and pre-retirement is treated as a serious academic discipline in its own right. The PRA has an arrangement with the University of Surrey to offer Certificate, Diploma and Masters level courses. There are no university programs of the kind pioneered by PRA in Australia.

· the courses offered to individuals encompass a very wide range of issues including health, finance, work, leisure and caring. In Australia, pre-retirement and retirement planning is generally narrowly focussed on financial planning. Few organisations in Australia offer multi-disciplinary, mid-life planning programs. COTA (Victoria) is one of the few that offers a broad-basedTransitions to Retirement program.

· PRA has established pre retirement and mid life planning as a profession in its own right. With a set of professional standards, code of conduct and commitment to best practice. It is time such a profession was established in Australia. 

· PRA works with business in a pro-active and positive way to obtain best practice in terms of older workers. This would be a most useful innovation in Australia. 

Recommendation 14

That the Government funds the establishment and recurrent costs of organisations similar to the UK’s Pre Retirement Association.

Term of reference 6: The short and long term effect on the Budget of any proposals for change

We are not in a position to accurately cost the measures suggested in this paper, but it appears likely that their net effects would be cost neutral in the medium to long term. For example, the potential benefits of measures to assist flexible and transitional retirement arrangements must outweigh the costs. Progressive transitions from full time work to retirement have benefits in terms of individuals’ mental health, enabling people to retain the social and psychological benefits of being in the workforce while shedding the stress and pressure. Assisting mature age workers to remain in or re-enter the workforce must have positive effects for the budget in terms of reduced social security outlays and increased income tax receipts. Giving individuals greater capacity to make retirement savings reduces government expenditures on pensions in later years.

Increasing productivity through tapping the currently wasted resource of unemployed and underemployed mature age people, increases the nation’s wealth and has positive effects for budgets. Encouraging mid life planning will enable individuals to make better decisions for their own future wellbeing, and lessen the potential for reliance on government programs or support.

Term of reference 7: any issues for the Federal or State workplace relations systems

We have no comment to make on this topic.
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