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Top: Looking age in
the face. Self-
portrait by
Rembrandt, painted
in 1669, the last year
of his life. Below,
Paul Howes, KPMG.

Superannuation is
not a tool for
extreme wealth
accumulation.
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Age As we get older
we ask, how will I live,
what will it cost? Paul
Howes says rework
superannuation.

O
ne of my first jobs in
the union movement
was responding to
inquiries from mem-
bers about their pay
and conditions. It
wasn’t glamorous
work, but it was

rewarding. I’d check on the members’
award or enterprise agreement conditions,
clarify if they were being underpaid and
then regularly take action to get the mem-
ber back-pay if they were being underpaid.

Iwould oftenfield calls from members just
seeking clarity on what their rights at work
were, or sometimes just seeking assurance
that they weren’t being ripped off.

It’s been about 18 years since I started that
job, so naturally all the details of those hun-
dreds of interactions with members haven’t
stayed with me, but there is one call that has
always remained in my memory.

I can’t recall the member’s name, but she
was a middle-aged woman who just started
working part-time in an automotive com-
ponents plant in western Sydney. She was
confused and irate about her boss withhold-
ing a section of her wages. She was certain it
must be a mistake.

We talked it out and it became clear that
her problem was her compulsory superan-
nuation contribution. I told her that was
actually fine and legitimate. She was not
reassured.

‘‘No, the government pays my superannu-
ation,’’ she said. ‘‘It can’t be up to my boss to
take money out from my wages without
asking me.’’ No, I explained, that was exactly
how it worked.

‘‘But it’s my money, I earned it. And I
really need it now. Surely you must be able
to help negotiate that.’’ I couldn’t, of course.
But her perspective always stuck with me.

Like most Australians, I was, and con-
tinue to be, a strong believer in the virtues of
our superannuation system. It is a unique
Australian economic triumph, improving
the lives of millions. But I think it is import-
ant to be mindful of people such as that
worker.

Even the most ardent superannuation
proponent should appreciate what a big
deal it is to compulsorily quarantine some-
one’s wages.

There is therefore a moral imperative for
the system to provide a clear explanation for
why this extraordinary intervention is

necessary. The answer may seem straight-
forward: to fund your retirement.

But super has meant many things to
many people. When it was introduced to a
significant portion of the population in the
1980s, it appealed to government as a clever
way to offer a heavily unionised workforce a
benefit without contributing to inflation.

In 1992, when treasurer John Dawkins
made super universal and compulsory, he
noted it would ‘‘increase our national sav-
ings overall, thus reducing our reliance on
the savings of foreigners to fund our devel-
opment’’.

Things have not become much clearer
since then. For many earning high incomes,
super has been viewed as a tax-effective sav-
ings vehicle to build wealth that can be
bequeathed.

For many in the union movement, super-
annuation represents a pool of ‘‘workers’
capital’’ capable of reshaping the economy
and society. And just recently we have even
seen serious calls for superannuation to be

used as a means of helping young people
buy houses.

The question is, do any of these goals jus-
tify the statutory quarantining of earned
wages? And if not, what does? A robust
definition is vital, because it needs to justify
a serious imposition on Australia’s citizens.

The government’s Objective Bill is cur-
rently being considered by the Economics
Legislative Committee, which is due to
report soon. The definition it’s working with
is: ‘‘To provide income in retirement to sub-
stitute or supplement the age pension.’’
Hardly the kind of wording to stir passions.

But what this definition does, for the first
time in superannuation’s history, is make
clear what super is not. It is not a tool for
extreme wealth accumulation. It is not an
obligation Australian citizens have to con-
tribute to a nationally useful savings pool. It
is not a sovereign wealth fund. It is not a
pool of ‘‘workers’ capital’’ to be used for
social causes. It is not a savings scheme for
home ownership.

Its only defined objective under this
wording is to provide a retirement income
that can substitute or supplement the age
pension.

Even this would not be without contro-
versy, however. What does ‘‘substitute’’

mean in this context? Does it simply mean
replace dollar-for-dollar? What if a future
government interpreted the definition such
that any income drawn down from super in
excess of the age pension would result in no
tax concessions whatsoever? Clarification
would be helpful.

But put that aside for the moment.
Assume a retirement income that ‘‘substi-
tutes the age pension’’ must be significantly
more than the aged pension, because other-
wise the incentive to save is lost. We then get
a new question: what constitutes ‘‘signific-
antly more?’’

If super is not a wealth-building tax
haven, if it’s not a nation-changing pool of
workers’ capital, if its legally defined pur-
pose is simply to replace or supplement the
age pension, then how much is enough?

This is obviously a tough question to
answer, because ‘‘enough’’ lies very much in
the eye of the beholder. For those living at
the top of society’s tree, $100,000 a year may
be inadequate to support the kind of lifestyle
they have grown accustomed to over their
working lives. For those battling, a retire-
ment income of $100,000 would be far
beyond their wildest dreams.

But defining some kind of answer is vital
since we need a figure on which to calibrate
our entire superannuation system. On one
side of the equation, government should
only be taking money from pay packets if it
is absolutely clear that the outcome is worth
it. On the other side, government should
only be providing tax breaks if they are
necessary to help hit that same objective. So
here’s a bash at that answer.

A s you’ve probably read, the Asso-
ciation of Superannuation Funds
of Australia has defined a ‘‘com-
fortable’’ standard of retirement

living at $43,372 a year for a single retiree,
and $59,169 a year for a couple. To achieve
this income, a single retiree would need to
retire with a lump sum of $545,000, and the
couple with $640,000. Whether you con-
sider that too low or too high doesn’t matter
for now. The point is it gives us a bench-
mark for what our super system should do.

This is a huge change. Because since 1992
the only figure that has mattered is the
Superannuation Guarantee figure: the per-
centage of our wages that are set aside com-
pulsorily.
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Most low-income
earners retire with
tens of thousands,
not hundreds.

Payday, Leetona Cannery, 1984, a year after super was introduced. PHOTO: PAUL MATTHEWS

From page 1
The great
super rethink

It started at 3 per cent. Paul Keating wanted
to get it to 15 per cent. Kevin Rudd had a plan
to push it steadily up to 12 per cent. Tony
Abbott delayed that advance, and it now sits
at 9.5 per cent.

Arguments about what percentage the
Super Guarantee should constitute have
been arbitrary, because the overall goal was
never defined.

But if we take ASFA’s definition of
$545,000 for a single retiree then we can
start doing the sums to see what a fit-for-
purpose super system actually looks like, i.e.
use the Super Guarantee as a means,
instead of an end.

Consider someone with average earnings.
If they started in the workforce in 1992 then
we can assume their contributions were 4
per cent at the time. By the time they reach
2025-26 we assume they will be contribut-
ing 12 per cent. That’s where their SG rate
will remain until their assumed retirement
(after 40 working years) in 2032.

Such a person would finish their career
with just under $400,000 (in today’s dollars
– this calculation assumes inflation at 2 per
cent.) That’s considerably less than the
$545,000 we’re gunning for. We can say
then that the super guarantee is too low for

the average person. It needs to be raised to
hit the benchmark we’ve defined.

But what about those who started their
working lives later who started with a
higher Superannuation Guarantee? KPMG
has crunched the numbers (it’s what we
love) and the graph below makes it clear.

Anyone on average earnings who starts
their career before 2006 will fail to hit our
$545,000 mark. Everyone who starts after
2006 will exceed $545,000.

The point is that when we ask how big the
Super Guarantee should be, the answer is:
that depends on when you started work.

If you started in 1992 you would need the
Super Guarantee to be 24 per cent starting
from this year until your retirement.

But here’s the rub. If you started work this
year and plan to retire in 2057, then a Super
Guarantee of just 10 per cent would be
enough to get you to our $545,000 target.

This is a very significant finding for our
national super debate. It suggests that the
long-standing target of 15 per cent is not the
holy grail. And that even Rudd’s 12 per cent
may be unnecessary.

What does this mean for our politicians?
Perhaps it might make sense to ratchet the
Super Guarantee up rapidly to 15 per cent
now, to help Gen X reach a comfortable
level of retirement savings. But then be pre-
pared to lower the Super Guarantee down
again when those who started work this
century start making up the bulk of the
workforce.

Of course defining a target of $545,000
also has massive ramifications for low-
income earners. After all, can it be right to
take money from people who could really
use it today if it’s not even going to help
them enough tomorrow?

Take someone working full-time on the
minimum wage. They are making $38,304
and the current 9.5 per cent SG rate costs
them $2449 in lost take-home pay – $2449 is
a life-changing amount of money for some-
one on such a wage. It’s the servicing of an
unexpected car repair, a much-needed holi-
day, a year of school excursions for the kids.

If government is to deny these things in
favour of retirement savings, it has a serious
responsibility to ensure the goal is worthy.

As things stand, a full-time wage earner
on $38,304 would retire with $375,000 – far
less than the $545,000 to make them com-
fortable.

And the fact is most low-income earners
are not working full-time. They are retiring
with super in tens of thousands, instead of
the hundreds. So what do they do when it
gets paid out on retirement?

Unsurprisingly, they often use the lump
payment to retire debt, before going straight
onto the aged pension. And that should give
us pause. Because assuming this debt has
been attracting interest during a lifetime of
work, it surely would have been in the low-
income earner’s interests to pay it off earlier
(or not create it at all.)

Government should consider raising the
wage rate at which the Super Guarantee
kicks in. To be fair, the objective being con-
sidered does make clear that super can be
for ‘‘supplementing’’ the aged pension as
well as substituting for it.

But there is still the question of whether
that supplement is more useful in retire-
ment than the money would have been over
the course of a cash-strapped working life.

Defining the purpose of super as a substi-
tute or supplement for the age pension, also
has important ramifications for the age pen-
sion itself, which now becomes the sole
benchmark of the retirement system. This
can and should put pressure on govern-
ments to up the generosity of the pension, as
this will potentially advantage everyone,
including wealthier retirees.

The objective should also provide
impetus to harmonise the preservation age
(the age at which you can withdraw your
super, currently 56 years) and retirement
age (which will be 67 for those born after
1959).

I f ‘‘income in retirement’’ is the point, it
stands to reason that anyone access-
ing their savings should be retired.
Such a change would increase the

period over which superannuation contri-
butions can accumulate and also reduce the
period over which superannuation is drawn
down. It might also enhance productivity by
encouraging older people to stay engaged
with the workforce and offer their know-
ledge and expertise.

For some industries requiring physical
labour, exemptions could obviously be
made. The retirement age, however, could
still be regularly reviewed and increased
according to life expectancy and the nature
of work.

So while the heat and fury of our political
debate seems to find itself elsewhere at the
moment, there is actually a hell of a lot rid-
ing on this ostensibly drab little definition.

Codifying what super is actually for
should have huge implications for both
ends of the wage spectrum, and everyone in
between.

If the government is to continue to tem-
porarily confiscate the wages of people such
as the worker who came to see me all those
years ago – and everyone else for that matter
– they are owed a good explanation. R
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Paul Howes is partner and head of wealth
management advisory at KPMG Australia.

FORD SPENDS BIG
IN DETROIT AFTER ALL
Car industry The decision by Ford to invest $US1.2 billion is
about America’s love affair with pick-ups, writes Bill Vlasic.

Ford will spend
$US850 million to
upgrade its Wayne,
Michigan, plant
to build a new
Ranger pick-up and
Bronco SUV.

These products are
well positioned for
where consumers
are now and where
they are going.
Joseph R. Hinrichs, Ford

P
resident Donald Trump’s
goal of stimulating growth in
the United States auto
industry is getting a big push
from the seemingly insati-
able appetite of consumers

for more trucks and sport utility vehicles.
On Tuesday, Ford Motor became the

latest car company to announce major
investments in its facilities in the US,

prompting Trump to hail the move as
another milestone in his efforts to support
domestic car manufacturing.

But the decision by Ford to invest
$US1.2 billion ($1.6 billion) in three Michigan
sites is more about America’s love affair with
pick-ups and SUVs than about economic
policies put forth by the Trump administra-
tion.

Like similar announcements made this

year by General Motors and Fiat Chrysler,
Ford’s move is driven primarily by compet-
itive pressures to keep pace with the surging
market for new truck and SUV models.

The centrepiece of Ford’s investment
package involves spending $US850 million
to upgrade its assembly plant in Wayne,
Michigan, to build a new Ranger pick-up and
Bronco SUV.

The decision to add the new models was
previously agreed to in Ford’s labour con-
tract with United Automobile Workers, and
was hardly a surprise given the industry’s
continued shift towards larger, more-
utilitarian vehicles.

And although Trump basked in the news
with a Twitter message that hailed ‘‘car com-
panies coming back to US’’, Ford said the
decision was prompted by market realities.

‘‘These products are well positioned for
where consumers are now and where they
are going,’’ said Joseph R. Hinrichs, presi-
dent of Ford’s Americas division.

About three out of every five new vehicles
sold in the US are trucks and sport utility
vehicles, and their popularity has been crit-
ical to the industry’s two straight years of
record overall sales.

The growth in larger models is partly
because of low petrol prices, as well as con-
tinued efforts by car makers to broaden
their product line-ups to meet demand.

GM, for example, has enjoyed success
with a new line of midsize pick-ups that

offers consumers an attractive alternative to
its larger truck models. Fiat Chrysler, for its
part, has expanded its portfolio of Jeep
SUVs to feature smaller models that incor-
porate the rugged styling and capability that
has defined the brand for years.

But it is difficult to deny that Trump’s
intense interest in the auto industry is

having an effect on the production plans of
Ford, GM and other car makers.

During his presidential campaign, Trump
repeatedly criticised Ford, for example, for
its plans to build a $US1.6 billion factory to
make small cars in Mexico.

After justifying the move on several occa-
sions as a prudent investment, Ford sud-
denly scrapped the Mexican plant after
Trump’s election. Since then, the company
has shifted its focus to expanding and
upgrading several of its facilities in its home
state of Michigan.

It is hardly alone. On the day of Trump’s
visit to Michigan, GM said it would create or
retain about 900 jobs in the state – mostly to
support manufacturing of new trucks and
SUVs. This week, Japanese car maker
Honda said it would spend $US85 million to
improve manufacturing flexibility at its Ala-
bama plant, which makes SUVs, pick-ups
and minivans. R
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SCIENCE OF ANNOYING SQUEAK
Friction The hallmark sound of basketball shoes on court is well known to engineers, writes John Branch.

Chalk on a board,
tyres on polished
surface, shoes on
wood, it’s all the
same thing: stick-
slip. PHOTO: AP

The squeak is reassurance to a lot of players.
They listen for it. It gives them that audio
sense of reassurance that they’re sticking.
Leo Chang, Nike designer

I
t is the unofficial soundtrack of
basketball, a noise consistently
heard but rarely considered –
rubber-soled shoes squeaking on
the hardwood.
Squeaks are the background
rhythm to the game. But that

sound is also one of the enduring mysteries
of sports and presents a question that gets
scientists talking: Why do basketball shoes
squeak?

To understand, it may help to consider
violins and the California spiny lobster.

Sheila Patek, a biologist at Duke Uni-
versity, is an expert in spiny lobsters,
among other oddities of the animal king-
dom, and several years ago discovered that
some species of the clawless crustaceans do
something utterly unusual. To scare away

predators, they rub a smooth, rubbery pro-
trusion at the base of each antenna against
the smooth, hard part of their heads.

The result is a squawk. The spiny lobster
became the first known example among
animals of the stick-slip phenomenon, a
deeply studied principle of science and
engineering. It is when two relatively
smooth or flat surfaces become repeatedly
stuck and unstuck by the forces of friction,
creating a vibration that becomes a noise.

It is why brakes and doors squeak on dirty
hinges and why wipers chatter on dry
windshields. It is why a finger sings on the
rim of a wine glass or screeches on the out-
side of an inflated balloon. And it explains
how the bow of a violin, sticking and slip-
ping almost imperceptibly as it crosses the
string, creates sound.

‘‘If you’ve ever played a violin, you have to
push down and slide at just the right com-
bination to get these two surfaces to stick
and slip across each other,’’ Patek said.
‘‘And on each slip it makes a little burst of
sound. And that’s the same thing for a spiny
lobster.’’

And, it now occurs to her, the same goes
for something else, something more widely
seen around Duke than a spiny lobster.

‘‘A basketball shoe!’’ she said with a laugh.
In big arenas, like those of the NBA, the

squeaking is mostly overpowered these
days by the cacophonous, piped-in noise
intended as entertainment and disguised as
excitement. (The New York Knicks, deep
into the experimental part of their losing
season, recently played a first half against
the Warriors with only ambient noise,

telling fans to ‘‘enjoy the sounds of the
game’’. Steve Kerr, the Warriors’ coach, said
the atmosphere was ‘‘weird’’ and a player,
Draymond Green, called it ‘‘pathetic’’.)

But the squeaks will be heard, loud and
clear, during the early parts of the NCAA
men’s and women’s basketball tourna-
ments. Some teams tip off on neutral courts
far from home, where the crowds are rever-
ent or unmoved. Pep bands play only during
timeouts, and most sites do not add artificial
noise during play. Perhaps unrealised at
home, there are stretches when squeaking
shoes and the occasional barking of coaches
comprise most of the noise in the arena.

Few stop to consider just what it is that
they are hearing when shoes squeak. Even
fewer have researched the topic. Martyn
Shorten, who has a biomechanics consult-

ing firm in Portland, Oregon, and works
mostly with athletic shoe manufacturers, is
one of them. He presented his findings to
the American Society of Biomechanics in
2006, and it remains a go-to resource in the
industry.

‘‘The herringbone structures of the shoe
outsole are induced to vibrate at their low-
order natural frequencies by stick-slip con-
tact with the surface,’’ Shorten and his
research partner Xia Xi concluded.

Those vibrations become sound – quick,
high-pitched squeaks. To fans, they are
noise. To players, they are necessities.

‘‘When we’ve tested shoes and they didn’t
squeak, it comes up with our players and
our testers,’’ Leo Chang, senior design dir-
ector at Nike, said. ‘‘The squeak is reassur-
ance to a lot of players. They listen for it. It
gives them that audio sense of reassurance
that they’re sticking.’’

The squeak means that they are not just
sticking, but sliding. It is a complex, wonky
bit of science, deeply researched and best
explained by a battery of experts – from

shoe designers to rubber scientists, mech-
anical engineers to acoustic experts, even a
biologist familiar with spiny lobsters.

They agree that at the core of a basketball
shoe’s squeak is the stick-slip phenomenon
– the same principle studied by engineers
for its clattering effect on machinery and by
seismologists for the way tectonic plates
stick and slip to cause earthquakes.

When you write on a blackboard and the
chalk squeaks? Stick-slip. When you drive a
car slowly around a corner in a slick-
surfaced parking garage and the tires
squeal? Stick-slip.

In basketball, Shorten said, it ‘‘tends to
happen when the foot first contacts the
ground and when the shoe is lightly loaded
and moving quite quickly’’.

On the foot’s way to stopping, or to twist-
ing or springing to the next step, the sole’s
intricate designs stick, then slip, then stick.
It might feel like an instant stop, but the
rubber sole is designed for flexibility. Too
much grip in basketball is jarring on the
body, Nike’s Chang said. Not enough trac-
tion is dangerous, too.

‘‘I see the squeak as the perfect signal that
you’ve got the right amount of slip and
grip,’’ Chang said.

That makes sense to Judit Puskas, a
chemical engineering professor at the Uni-
versity of Akron who recently won the
Charles Goodyear Medal for her expertise
in rubber. She described the ‘‘magic tri-
angle’’ of rubber technology – rolling resist-
ance (its ability to slip), traction (stick) and
wear. Changing one can affect the others.
The quest is to find balance, whether in
designing tyres or basketball shoes or any-
thing else with rubber components.

‘‘The sole makes sure you can stop, but
also move quickly, which are two compet-
ing requirements,’’ Puskas said. ‘‘You want
the rubber to stick enough that you can
stop, but you don’t want to stick too much
that you can’t move.’’

The chirp signals balance, but it does not

explain how the sound is produced – usually
when a player makes a quick stop or a side-
ways cut.

Greg McDaniel is an assistant professor
of mechanical engineering at Boston Uni-
versity, where he runs the sound and vibra-
tion laboratory. The basic rule for creating
sound is compressing air, McDaniel said.

‘‘If you wave your hand through the air,
you don’t hear it,’’ he said. ‘‘Why? Because
you haven’t compressed air. The air sloshes
around like water sloshes, and the air has
enough time to get out of the way before you
compress it.’’

But in the tiny, vibrating spaces under
and within a rubber sole, the air gets com-
pressed.

‘‘That compressed air sucks in neighbour-
ing air, causing it to expand, and that
expanding air compresses neighbouring
air, and you get this compression-
expansion, compression-expansion,
compression-expansion,’’ McDaniel said.
‘‘That’s an acoustic wave. The rubber’s mov-
ing, and as it moves, it is compressing air.

And it compresses air at the same frequency
of the vibrations.’’

Shorten’s experiment tested two basket-
ball shoes with herringbone designs, and
they measured between 5 and 6 kilohertz – a
high-pitched squeak at the high end of the
spectrum for human hearing. The basket-
ball hardwood creates not just the perfect
frictional foil for rubber soles, but a surface
that deflects sound so well that it can carry
through an arena.

The squeaks are such an ingrained part of
basketball that Nike once created a com-
mercial around them. But Nike has also
designed shoes that barely made a sound.

‘‘It’s down to the geometry of the trac-
tion,’’ said Chang, who designs all the shoes
for Kevin Durant, among others. ‘‘A lot of
the herringbone and the more blade type of
geometry tend to give you a little more
squeak, versus the more nub, lug type of
geometry, which tends not to.’’

Midway through the NBA Finals last year,
Cleveland’s LeBron James changed shoes to
Nike’s Soldier 10. Its nubby sole design was
virtually silent.

Those discrepancies gave Patek, the Duke
biologist, an idea. Could the squeaks be per-
sonalised, tuned so that each player had his
or her own sound?

Chang laughed. He and others at Nike
have joked about it, he said, but figure it
would be difficult to create consistent,
repeatable squeaking sounds, given all the
various ways that players move.

McDaniel said shoe sounds probably
could be individualised (and probably
already are, if unintentionally), but the fre-
quency range of the squeaks is so narrow
that they probably would sound the same to
most listeners in the crowd.

Until then, fans will just have to appreci-
ate the squeaks for what they are: a persist-
ent reminder that, for as much as the game
evolves, there is one part of its tradition that
will not be silenced. R
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Most low-income
earners retire with
tens of thousands,
not hundreds.
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From page 1
The great
super rethink

It started at 3 per cent. Paul Keating wanted
to get it to 15 per cent. Kevin Rudd had a plan
to push it steadily up to 12 per cent. Tony
Abbott delayed that advance, and it now sits
at 9.5 per cent.

Arguments about what percentage the
Super Guarantee should constitute have
been arbitrary, because the overall goal was
never defined.

But if we take ASFA’s definition of
$545,000 for a single retiree then we can
start doing the sums to see what a fit-for-
purpose super system actually looks like, i.e.
use the Super Guarantee as a means,
instead of an end.

Consider someone with average earnings.
If they started in the workforce in 1992 then
we can assume their contributions were 4
per cent at the time. By the time they reach
2025-26 we assume they will be contribut-
ing 12 per cent. That’s where their SG rate
will remain until their assumed retirement
(after 40 working years) in 2032.

Such a person would finish their career
with just under $400,000 (in today’s dollars
– this calculation assumes inflation at 2 per
cent.) That’s considerably less than the
$545,000 we’re gunning for. We can say
then that the super guarantee is too low for

the average person. It needs to be raised to
hit the benchmark we’ve defined.

But what about those who started their
working lives later who started with a
higher Superannuation Guarantee? KPMG
has crunched the numbers (it’s what we
love) and the graph below makes it clear.

Anyone on average earnings who starts
their career before 2006 will fail to hit our
$545,000 mark. Everyone who starts after
2006 will exceed $545,000.

The point is that when we ask how big the
Super Guarantee should be, the answer is:
that depends on when you started work.

If you started in 1992 you would need the
Super Guarantee to be 24 per cent starting
from this year until your retirement.

But here’s the rub. If you started work this
year and plan to retire in 2057, then a Super
Guarantee of just 10 per cent would be
enough to get you to our $545,000 target.

This is a very significant finding for our
national super debate. It suggests that the
long-standing target of 15 per cent is not the
holy grail. And that even Rudd’s 12 per cent
may be unnecessary.

What does this mean for our politicians?
Perhaps it might make sense to ratchet the
Super Guarantee up rapidly to 15 per cent
now, to help Gen X reach a comfortable
level of retirement savings. But then be pre-
pared to lower the Super Guarantee down
again when those who started work this
century start making up the bulk of the
workforce.

Of course defining a target of $545,000
also has massive ramifications for low-
income earners. After all, can it be right to
take money from people who could really
use it today if it’s not even going to help
them enough tomorrow?

Take someone working full-time on the
minimum wage. They are making $38,304
and the current 9.5 per cent SG rate costs
them $2449 in lost take-home pay – $2449 is
a life-changing amount of money for some-
one on such a wage. It’s the servicing of an
unexpected car repair, a much-needed holi-
day, a year of school excursions for the kids.

If government is to deny these things in
favour of retirement savings, it has a serious
responsibility to ensure the goal is worthy.

As things stand, a full-time wage earner
on $38,304 would retire with $375,000 – far
less than the $545,000 to make them com-
fortable.

And the fact is most low-income earners
are not working full-time. They are retiring
with super in tens of thousands, instead of
the hundreds. So what do they do when it
gets paid out on retirement?

Unsurprisingly, they often use the lump
payment to retire debt, before going straight
onto the aged pension. And that should give
us pause. Because assuming this debt has
been attracting interest during a lifetime of
work, it surely would have been in the low-
income earner’s interests to pay it off earlier
(or not create it at all.)

Government should consider raising the
wage rate at which the Super Guarantee
kicks in. To be fair, the objective being con-
sidered does make clear that super can be
for ‘‘supplementing’’ the aged pension as
well as substituting for it.

But there is still the question of whether
that supplement is more useful in retire-
ment than the money would have been over
the course of a cash-strapped working life.

Defining the purpose of super as a substi-
tute or supplement for the age pension, also
has important ramifications for the age pen-
sion itself, which now becomes the sole
benchmark of the retirement system. This
can and should put pressure on govern-
ments to up the generosity of the pension, as
this will potentially advantage everyone,
including wealthier retirees.

The objective should also provide
impetus to harmonise the preservation age
(the age at which you can withdraw your
super, currently 56 years) and retirement
age (which will be 67 for those born after
1959).

I f ‘‘income in retirement’’ is the point, it
stands to reason that anyone access-
ing their savings should be retired.
Such a change would increase the

period over which superannuation contri-
butions can accumulate and also reduce the
period over which superannuation is drawn
down. It might also enhance productivity by
encouraging older people to stay engaged
with the workforce and offer their know-
ledge and expertise.

For some industries requiring physical
labour, exemptions could obviously be
made. The retirement age, however, could
still be regularly reviewed and increased
according to life expectancy and the nature
of work.

So while the heat and fury of our political
debate seems to find itself elsewhere at the
moment, there is actually a hell of a lot rid-
ing on this ostensibly drab little definition.

Codifying what super is actually for
should have huge implications for both
ends of the wage spectrum, and everyone in
between.

If the government is to continue to tem-
porarily confiscate the wages of people such
as the worker who came to see me all those
years ago – and everyone else for that matter
– they are owed a good explanation. R
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Paul Howes is partner and head of wealth
management advisory at KPMG Australia.

FORD SPENDS BIG
IN DETROIT AFTER ALL
Car industry The decision by Ford to invest $US1.2 billion is
about America’s love affair with pick-ups, writes Bill Vlasic.

P
resident Donald Trump’s
goal of stimulating growth in
the United States auto
industry is getting a big push
from the seemingly insati-
able appetite of consumers

for more trucks and sport utility vehicles.
On Tuesday, Ford Motor became the

latest car company to announce major
investments in its facilities in the US,

prompting Trump to hail the move as
another milestone in his efforts to support
domestic car manufacturing.

But the decision by Ford to invest
$US1.2 billion ($1.6 billion) in three Michigan
sites is more about America’s love affair with
pick-ups and SUVs than about economic
policies put forth by the Trump administra-
tion.

Like similar announcements made this

SCIENCE OF ANN
Friction The hallmark sound of basketball shoes on cou

I
t is the unofficial soundtrack of
basketball, a noise consistently
heard but rarely considered –
rubber-soled shoes squeaking on
the hardwood.
Squeaks are the background
rhythm to the game. But that

sound is also one of the enduring mysteries
of sports and presents a question that gets
scientists talking: Why do basketball shoes
squeak?

To understand, it may help to consider
violins and the California spiny lobster.

Sheila Patek, a biologist at Duke Uni-
versity, is an expert in spiny lobsters,
among other oddities of the animal king-
dom, and several years ago discovered that
some species of the clawless crustaceans do
something utterly unusual. To scare away

predators, they rub a smooth, rubbery pro-
trusion at the base of each antenna against
the smooth, hard part of their heads.

The result is a squawk. The spiny lobster
became the first known example among
animals of the stick-slip phenomenon, a
deeply studied principle of science and
engineering. It is when two relatively
smooth or flat surfaces become repeatedly
stuck and unstuck by the forces of friction,
creating a vibration that becomes a noise.

It is why brakes and doors squeak on dirty
hinges and why wipers chatter on dry
windshields. It is why a finger sings on the
rim of a wine glass or screeches on the out-
side of an inflated balloon. And it explains
how the bow of a violin, sticking and slip-
ping almost imperceptibly as it crosses the
string, creates sound.


