LIFTING SUPER RATE .

H

NOT A VIABLE POLICY

Without fair
funding there’ll be
industry backlash

THE 20th anniversary of
compulsory superannuation was
recently celebrated in Canberra
with considerable fanfare.

Andthe Gillard government
wants to progressively raise the
campulsory 9 per centemployer
paymentto 12 per cent. If
implemented, that would cost
employers and small businesses
an extra $20billion ayear.

Two things were missing from
the celebrations: aclmowledg-
mentof employers, andan
aceurate picture of how the
paymenthasbeen funded and
couldbefunded, ifincreased.

Inmostworleplaces, thefirst3
per cent wasnat delivered in 1991
Itwas imposed years earlier by
the centralised industrial
relations fribunal, which -
implemented the then ALP- * ~
ACTU Accord. Thatfirst3 per
ceni mostly involved wage or
efficiency trade-offs. ) ;

Many organisations, including
the Australian Charmber of
Commerce and Indusiry’s
predecessors, opposed the accord
and the 3 per cent because we
weren'ta party to the dealand
wererightly concerned about
cost, Business had successin
persuading the tribunal to
substitute some wage rises for
superannuation. This softened-

' theblow. Employers became
jointtrustees of industry funds.

When Paul Keatinglostpower
in1996 he had already legislated
therise in super from 3 per cent to
9 per centby 2002, The Howard
government chose nottoreverse
it. Unlike the first 3 per cent, the
next 6 per cent wasnotawage
{rade-off, Ithad been legislated to
bepaid by employers. Keating's
introducton of enterprise
bargaining in1993 broke down
thepower of centralised wage
“fixation, making itimpossibleto
setanational rulerequiring or
delivering a wage trade-off.

Howard’s 1996 IR laws
accelerated that shift, with fewer

warkplaces regulated by iribunal

wage decisions. For those thal -

were, the tribunal only hadto
tale superannuation into

consideration, among other
factors, but not discount wages.
Inthe years since 2002, when
employer payments hit9 percent
ofpayroll, there has hardly beena
mention, let alone a discount, of
super payments affecting wage
decisions under the Howard,
Rudd or Gillard governiments.
This history tells us that itis
the nation’s employers thatare
directly funding the whole of the
9 per centand athest receivinga
wage ¢ffset of about 3 per cent.
ICeating and Superannuation
Minister Bill Shorten this week

countered that unitlabour costs
declined and the profit share
improved each yearthe
superannuation levy increased.
Butthefactthattwo things occw
atthesametime doesn't mean
they cause each other, Between
1991 and 2002, we were coming
out of the1990 recession and
lifting productivity on the bacl ol
economic and labour market
deregulation. This, not
compulsory superannuation, led
to better business ottcomes.
‘What this means forthe

planned $20bn rise from 9 per
centto 12 percentistelling. A
promise withoutafunding baseis
notaviablepolicy. Sofar the
governmenthas thrownupa
grab-bag of funding ideas. None

. havelegs. Itfirst suggested the

mining tax, Revenue from that
taxwon't fund employer super
payments atall, justthe
government's loss of tax revenue
as super is tax concessional.
Nextit's suggested that the TR
sysiem could create a wage trade-
off, This is at best a partial answer
because the wage system has
heendecentralisedinthe20
vearssince1991. Thereisn'ta -
national wages systemthat . .
would allow a whole of economy
wage-superannuation rade off, -
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Thenit's thoughtthat
collective bargaining can
produce the trade-off.
Theoretically it could, butin
practiceit’s alongshot. Less than
onein 10 workplaces are

“unionised or collectively bargain.

Andthe ACTU has said that
unions want wagerises plus
super,without discount.
Finally,it's said that
productivity can pay for higher
super. If only. Productivity hasto
pay forall the wage andlabour
costs,notjust super. Evenon
current trends, productivity is
rising by less than 1 per cent each
year, when labour costs are rising
at over 4 per cent. .
The call to increase retirement
savings is notsilly, butit’snot
serious policy withoutaworkable
and fair funding basis. Even
without the 9 per cent going up,
the amount paid by employers
TiSes every year as wages goup.
What's also missing is fair
contribution by the
superannuation indusiry. The
recent Cooper Superannuation
Review says lower fees and
commaissions could be equivalent
toalper centrisein thelevy.
Acombinationofthe ", -,

* superannuationindustry - -+

cleaningup its act, employees
making a co-contribution and
government providiig directtax
reliefto employers (such as
reducing payroll tax) wouldbea
starting pointfor areal
discussion with industry. In the
absence of that balanced
approachtherewillbea hacldash
from industry and small business.
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" Peter Anderson is chief executive
of the Australian Chamber of
Comumerce and Industry

Abacus returns on Monday
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