OW THE DREY SIDE  OF TaXES aND SURPEREANNUATION John Hydds

The United SBtates Dongress is allowing Americans a flabtter tax
with personal rates of O, 16 and 2ZBY. and a business rate of 34%.
The legislation is revenue neutral; over five vears, it will
nelther increase nor decrsase tobtal taxation. These relatively
low rates will be achieved by plugging many of the loopholes
whiich Americans call fax-bresaks’ and My Heating calls *rovis?.

The measure has bthe support of the Fresident: 1t will almost
certainly become law.

The origional bills (Senate and House of Representitives:
run the gauntlet of interests who benefit from tas-breaks
Impovtant among these wers home owners, property developers, the
arts bureauwsracy, state amd local governments, people with
earnings from capital gains taxed at lower rates than earnings
from income, and recipients of all sorts of fringe bernefits. That
people with an axe o grind showld profess o support tax reform
and insist that bheir tax-break be vetained will not surprise
anyone who vemembers bthalt fis iy bhe taw summit.

It did swrprise ocynics like me that several practised US lobbies,
which have in the past have valsed mevrry hell, this time felt
that ftThay could nobt Yhuck a winner®. The so called Y15/727/33
coalition? was almost a winner. It retreated to Y1&/28/34%. 4
majority of legislators fgnored most of the special pleading.

The majority of the public is about to have a victory. A
Congressional staffer pubt it this way: YThe taxw writing process
had been democratised.?

It might actually be easier o pub togebher a winning hax
salition in Australia than America. The United States
Congressional system, is a bit like a half yvear long *tax
summit?, offering privileged groups excepbional opportunities o
defeat demoorabic majorities. New Zealand too has just succseded
where Australia failed.

The owners of Individual Rebirement Accounts (IRAs), nearly a
thivd of all American housholds, had some success in wabtering
down the origonal bills. They valsed a difficult philosophical
and political isswe: how Tar should a government, which cares for
all dindigent #lderly, sick ebto. in exbtremity, go toward helping
those who are willing to help themzelves?

IRAs allow a worker fo deposit up fo $2000 into an account of his
[mlit] o Bt sing and deduct the ammount from his taxable income.
Interest sarned in the account is not taxed until withdrawn on
retlvement.

Unlikes Australians, Americans maintain a social security fund
Which is separate from the general revenues, hut it is
actuarially unsound and young Americans are Litdtle better placed
in this regard than young Australians. IREAs were introduced in




1974 for Persons without ooupational sUperannuation, to
srcourags them to invest faor their own retirement . Mowever, take
LUp was Jow until, in o281, the tax-break was extended to all

Wiy ker s, Miow, al though Chly 13% of those without DoCupational
Pensions have IRAs, nearly one thirg of those with these pensions
have them. IEAs tranzfer wealth from middle income People whn fay
most of the baves to the middle incame peaple who have most of
the IRA&m. Those too Poor or oo feokless o invest Femain a
burden on future tawpayvers,

Australians oo are demanding 1ower marginal income taw vates and
the Australianp agad persons wal fare Arrangements also are
tnsustainable. Either the vetirement age must bea raised, the real
Pension rate reduced or ogr children must Ray higher taxes +ro
Bupport today’s wWorkers than they pay for the support of their
parents,

No doubt these facts #xplain why the Hawlk e dovernment has besn

Prepared to get itsel f into political kot waber bBlooking any bax
Loophole (rortd “xcent superannuaticon, whick is now the most
favoured taw avoldance measyre, Ard why it tried to stop people
cashing up Docupational] BUperannuat i on Upon retivement apd Living
SNan aged persons Pension thus getting two bites at the
tax/%up@ramnuatimﬂ banefites Middle income WL O HyDDEFit&E, Wikh
o muehk Rower, partly blooked the government,

Although tax breaks are in&vitably comnceded at the expense of
lower fax rates, breaks feor BUperannuat iog might make sense.
Comcern fop the future cost o oof refivement has Caused some Preopl e
Fo look more kindly Hpon the ACTU backed Buperannuation thrust
than they would otherwise have done, svep though they bkrow it
adds to current costs and current Wnempl ovmant ,

L e marnagements are interested in Buperannuation becayse wel 1
FLUR union funds eNCoUrage workers e Join unions without the
need for the more oh jectionabl e tactics they sometimes smploy,
Arnd the centralissd ACTY srheme ia far from Hhe nly possible
oy hest alternative.

& ogvoup of small right wing unions in WA, organised as the
Association of Frofessional Industrial Emplovee Drganiﬂatimnﬁ,
in conjunction With National Mutual Life, have broken with the
ATTL and bigger unions o offer their members a VR Y
Somprehensi ve retirement Package. 8o far as I can tell it hag
little Srope for coercion of smployvers or employess; it will
therefore be a Hentinel y violuntary association., It ig mmall
ernough ss that the irventment decisionsg of The fund managers can
have no untoward MACY D-@ooromi o oy diﬁcrimﬁiatmry CONSEUenc es,
IT the trustees try to use the fund for idenlogical Hames, ratbtes
of return will fall and sno Will membership., That S0t of super?
should bae weloomed,

These Australian and American episodes fall Wall short of Py o f
but they indicate that:
¥ Issues the Western World DVEY are similar,



¥ Democracies can slash marginal tax rates if they really try,

¥ Bome people are unable or unwilling to provide for themselves
evern with genarous taw-breaks,
¥ It is the demands of the middle income #arners themselves which
make taw vedustions difficult ard,

¥ Union ovganised superannuation can be a competitve and safe

alternative to high wel fare payments and taxes.




