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Make Super Nore Meaning

I welcome the suggestion by the Finance Minister,
Senator Nick Minchin, that superannuation
contribution taxes should be abolished.

These days, thanks to better diets and health
care, people are living longer. As we move on into
this century, an ever increasing proportion of the
Australian population will be aged over 70 and will
need adequate superannuation income if they are to
provide for themselves in comfort. We are entering
an era where people may need to fund 25 years or
more of retirement.

Michael Hutton, of Mann Judd in Sydney, has conducted
a survey of the international superannuation
scene and came to the conclusion that Australiais
superannuation system is both over complicated and
overtaxed.

In Australia, super is taxable
at four points, these being:
contributions, withdrawals,
on taking a lump sum
and on annuities.

In this context, it is worth
noting how super is taxed
in some of the countries
we like to compare
ourselves with.

The USA and UK, for
example, have similar
superannuation taxation
regimes to Australia.

However, in Canada compulsory contributions can be
made both to government schemes and to private
schemes, but the earnings from these schemes are
tax-free.

In Germany there are three types of retirement
savings schemes. Contributions are fully tax
deductible for company plans and partially in private
plans but, more importantly, the income generated
by each type of fund is not taxed.

In Ireland contributions to funds are tax deductible
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and earnings from funds are tax-free, which is also
the case in Switzerland, where contributions are fully
tax deductible and income generated by the pension
scheme is not taxed.

Singapore, of course, is the most outstanding example
of a superannuation regime which really does provide
for an adequate retirement income for its citizens.
The government runs a retirement savings scheme,
known as the Central Provident Fund, which allows
members to withdraw funds when they reach 55
after setting aside a minimum amount of $80,000
in their retirement accounts. Contributions to the
CPF are made by employees at the rate of 20% of
salaries. The employer contributes 16% of salaries
for the employees aged under 55. The statutory

contributions are fully tax
deductible and retirement
income in the CPF is tax-
free and funds taken out
on withdrawal are tax-
free.

The abolition of the
superannuation
surcharge last August
was a welcome step
forward, but the fact
remains that many
Australians are not going to
have an adequate income

to look after themselves in
their old age on the basis of their current contributions
unless the taxation on superannuation is substantially
reduced.

Senator Minchinis suggestion that contribution taxes
be abolished was welcome, because surely the only
real solution to the problem of the greying of Australia
is to face the reality that much of the revenue derived
from taxing superannuation will have to be forgone
in the broader interests of making superannuation
more meaningful, and thus enabling people to look
after themselves in retirement .
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