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. CHAPTER 1

- BACRGROUND

1.01-..: The subject of superannuatlon -~ the extent, format and
costof its- coverage - has drawn wide attention in recent times,
Much - this, attention. ~has . focussed - on_.. .public sector
superannuatlon-schemes. ’ :

1.02 In Victoria, <£for example, the Economic and Budget
Review Committee has been. inquiring into Victorian public sector
superannuetion “schemes ste. investigate, .among  other things,::the
-adequacy: and approprlateness of - present ‘benefits,  funding - and
administration. (1) ' : '

1.03 .. . In .New . Scuth.. Wales,  the ,Peblie -Accounts  Committee
focussed their recent inquiryt2) on the superannuation
liabilitjes of statutory authorities with reference also being
made to 1nvestment strategles and fundlng arrangements of public
sector superannuatlon schemes.

1.04 At the Commonwealth level, the 1980-81 Annual Reports
of the Superannuatlon Fund JInvestment Trust (the Trust) and the
Comm1551oner for Superannuatlon were referred by the Senate to
the Senate Standing Committee on Finance "and Govermment
Operatzons for lnvestlgatlon and report (3) Concerns expressed by
the AudltorwGeneral in hls repozt on the flnanc1ai statements of
the Trust for 1981 82<4) prompted the establlshment in January
1984  of an 1ndependent inguiry into the _ management and




operations of the Trust.(3) " This was followed by the
establishment of a working party comprised of departmental, union
and - private sector representativés to examine and make
recommendations for the future ﬁahagément of the Trust.

1.05 Given the degree of interest shown in fhe Commonwealth
Superannuation Scheme, and its charter to investigate areas of
government .spending, . the House: ofﬁ-Répresentatives Standing
Committee “on Expenditure. considered in. February 1984 among "a
number of v’suggesﬁedf new ' references, ' the désirability Lof
conducting an ingquiry dinto the invalidity provisions of7the
Commonwealth Superanndatioh Scheme. T i : S

1006 . The Committee 'aeéided not 'tb”‘pzoceéd”“with “éﬁch an
1nqu1ry Lat thls stage ‘but- resolved that an '1nformat10n paper.
should be prepared: which " would ‘address the proposed terms of
reference and assess the fea51b111ty of further 1nqu1ry. ; :

1:07°% % It ‘had -beeh'ipsbposéd that " the Cqmmittee examine and
re@ort- 0n: . . e H T . . : L Do Ll L
_1) the cost to _-the”:_taxpayé; -of o dnvalidity:

rFetirements " through " the Commonwealth  _'T
Superannuatlon Scbeme- ChemTIn i e

. 2) a comparison w1th the cost of age retlrements
o iof Commonwealth Public Servants,“ and

'3§: he-reasons for ‘the apparent large number of
© o iCommonwealth Public “ Se¥vants " retiringon
invaiidity-grounds.- B R L fe

1“08" A Thls paper outllnes ﬁhé 1nva11d1ty provxsxons of'uﬁhé
Scheme and summarlses the avallable 1nfo:matlon on the 1evel add
cost of 1nvalldlty rehlrements and the_ factors underlylng ‘ihé
observed ‘trends 1n thelr magnltudes in recent years. o




| CHAPTER 2 .. .,

Invalldlty Prov151ons of the Commonwealth Superannuatlon
Scheme(l)

 ihe_§Qﬁ@anea§th Sﬁperann&ation_Scheme_

2.01 The Commonwealth _Superanneatibn Scheme is a
comprehensive occupaticnal contributcry .superannuation scheme for
Commdnwealth employees. The present Scheme which was established
by the Superannuatlon Act of 1976 came into force. on 1 July 1976
and superce&ed two prev1ous schemes, the Pension Scheme. and .the
Prcv1dent Account which were establlshed by. the .Superannuation
Act of 1922. On ]. July 1976 all existing contrlbutors to -the
prevzcus sChemes were transferred to the Superannuation Scheme,
However,: contrlbutors and . pensioners . of .the -previous schemes
retained certain benefit rights provided under the superceded

schemes.

2.02 ' The Coﬁmonwealth Sﬁperannueﬁion" Scheme covers the
majority of Commonwealth civilian’ employees. The Commonweal th
Banking Cozporatlon and the Resezve Bank .are _two“ important
Commonwealth authorltles not covered by the SCheme. At 30 June
1983 there were 300 068 contributors to the. Scheme out of a total
Commonwealth civilian workforce of 408 SGD.

2.03°  With few exceptlons all permanent ' employees _:of
Commenweal th Departments" and Approved Authorltles JE e.
Authorltles to which ﬁhe Superahnuatlon Act 1976 applles] are
required ' to ccntribute.- ‘Temperary employees and holders of
statutory offices have'the option of epply;ng to_joiﬁ the:seheme.



2.04 The Scheme's - benefits  -are <funded :from - employees'
 contributions and Consolidated. Revenue. A:contributor is required
to pay a basic contribution.of;S%ZOf fortnightly salary and has
'the option of paying-‘up to @& further 5%  as supplementary
contributions. The Commonwealth  [employer]: financed benefits are
[technically] ‘unfunded‘"in”that5b0ntributione-ere'hbt;gaid in
advance of benefits becomidgf"payable; All-. private sector
superannuation schemes: need .fo attempt to -secure all accrued
benefits against aésets of. 5ufflclent value ‘tO' fund those
benefits., It is debatable 'whether: a government superannuatlen
scheme should be fully.funded in:this:sense. '

Summery of Invalidity Provisions - -

2,05 :vi All  contributors” to ‘the Commonwealth Superannuatlon
Scheme qualify . for ‘invalidity benefits 'if - they  are retired
because of  Pphysical .or''mental ! incapacity before 'the maximum
reti.ring age of '6-5_';;. e T . . L
2,067 On"invaiidity-retirement‘.contribuﬁere:"generally"afe
entitled to either: R ' ' o
a) a standard iemployer~financed] pension plus a
. refund of -accumulated baSlC and supplementary
_emplcyee contrlbutlons, -
ar-.

b).”{he' standard’ pen510n plus . an ”additional..
: -[employee~financed]: pension and. 'a’ refund of

any.. accumulated ”=‘aupplementary‘. -employee
contributlons. Coer .
2.07 The rate of penS1on 15 ‘based ‘on Py percentage cf final
salary determxneé "by years 'fof_' pgogpgcglye . serv;ce ci.e.

contrlbutory serv1ce plus future serv1ce up untll the nazximum
retlrlng age. gowever,, contrlbutors w1th 1ess than 8 years
prospecfiVeL Serv1ce are entltlee to a 1ump ‘sum payment only
equéi to either 3.5 times their accumulated basxc contributions
cr one-haif their £final salary whichever is the greater.
Accumulated supplementary contributions are refunded.




z.08 The benefits of contributors who retire ag’ invalids
before completing 20 years contributory service are reduced if
the  invalidity is related to  a ‘'medical ‘condition noted on
joining “the Scheme 'and recorded in a Benefit Classification
Certificate. The benefit is ‘then based on contributdry service.
The Benefit ' Classification = Certificate ''ceases " to apply on
maximum age retirement or after 20 years contributory ‘gervice.
COnfribntors ‘may - ‘apply at ‘any time to' the Commissioner ‘for
Superannuation to have the Certificate varied or revoked. The
decisions ' ‘of  the Commissioner - for 'Superannuation ' on ~“an
application ‘for® reconsideration " are ~“‘appealablée “to * ‘the
Administrative Appeals Tribunal.” The "decisions of “the  Tribunal
are appealable to the Federal- Court of Australia though only on
guestions of law. o ; ' ' S e

2.09 . The employer-financed component of the invalidity
pension is adjusted annually ‘for increases in the Consumer Price
Index for the 12 months ended 31 March.-Employeé'Cbnﬁributions
are -accumulated with: -interest at the earning ‘rates  of ‘the
Superannuation Investment Trust Fund as prescribed by regdlaticn
from time to time.

2.10 An invalidity pensioner who has not reached the
maximum retiring -age .of 65 years may from time to time be
required to furnish ‘information c¢oncerning- any ' employment
undertaken and/or undergo a medical ‘examination., Attempts &Ere
made ‘to place invalidity pensicners found fit for -employment. If
the salary received on re-employment is less than the salary
received at retirement a ‘'partial invalidity pension' is
payable. Contributors who are not retired but redeployed to a
lower salary position én the grounds of physical or mental
incapacity under the provisions of the Commonwedlth Employment
[Retirement and Redeployment] Act are eligible also for a
partial invalidity pension. '




The Administration of the Scheme .

2.11:.. . The Commonwealth- Superannuation Scheme is administered
by . the Commissioner .for Superannuation through--the Australian
Government Retirement Benefits Office [AGRBOJ] which is located
in Canberra. The Commissioner and the AGRBO are . responsible also
for thé}administration of the . Defence Forces Retirement Benefits
themés and .the Papua . New - Guinea . Superannuation . Schemes.
Departments. and . - Approved . Authorities - :collect employee
contributions -and .the AGRBO.:uses-. the -Departments o¢f ‘Finance and
Social Security -and. -the Commonwealth!'s overseas cffices to make
pension payments. . The. overall administration. of' the Scheme -is
highly - centradlised -and  no -delegation - o¢f -the Commissioner's
responsibilities has been made to Departments @ or Approved
Authorities. '

2.12 ... Employee. contributions are .paid.into. a Superannuation
Fund  administered 3-Separaxely . by.: .the . Superannuaticn -Fund
Investment Trust [SFIT], a statutory. corporation whose office is
located -also in Canberra.

The Cost of Invalidity Retirement

2.13 . The overall annual .cost- of.-in?alidity--retirement to
the taxpayer is. not-ascertainable. from available public scurces.
What can :be  readily ascertained. is .the -cost of invalidity
retirements relative to:the costs .0of other: types of retirement
or -exit f;om- the Scheme, -i.e. - age -.and -early retirement. and
death.

2.14 - The .. total <¢ost .0f. .invglidity retirements t¢ the
taxpayer .comprise:. . : s

1) the . d&irect costs . of employer—financed
benefits ' s S
~ standard pensions’
-~ unfunded lump sum only payments;

2} the indirect costs of administration
- the AGRBC and the SFIT .
- 'outside services' [Departments of Finance
and Social Security]
- administration by Departments and Approved
Authorities; and




3y sick leave and - compensation’”  benefits
associated with invalidity retirement.

2._1_5 'I‘h-e‘ avéi}.éble cost i.nfo‘rmat':io'n_“is sum_mérised in the
following paragraphs.

S 2.16 At 30 June 1983 the total annual pension liability of

' the Scheme with respect to invalidity pensions in force was

< 5268.8m. This representéd 46 .4% of the  Scheme's total -annual

pension liability although invalidity pensioners then accounted
. for only 37.7% of all pensions in force. The average annual
invalidity pension liability was §$10. 753 whereas .the average
“annual liability of all pensions was %8 753. This situation is

explained by the higher benefits which attach, in the -main, to
_'invalidity retirement vis-a-vis other forms of retirement from
- the &cheme, FEigure 1 shows changes in the composition of the

" total annual pension liability of the Scheme gince 1976-77.

£ 2.17 - While the total -invalidity pension liability -of the
. Commonwealth is not available, information is availabie on the
cost to the Commonwealth of invalidity pensions granted

{ annually. Standard - lemployer-financed} . invalidity pensions

granted in 1982-83 amounted to $20.6m, This represented an
average standard invalidity pension of $%63%% .which compared with
an average standard [employer-financed] age pension of §8820.

2.18 Lump sum only invalidity payments. totalled $9.3m. in
1982-83 which represented an average payment of: $17 308. While
the actual cost tc the Commonwealth of these benefits - is
unavailabie also, an indication of the Commonwealth's minimum
lump sum only benefit contribution can be calculated. Lump sum
cenly Dbenefits are one-half £inal salary or . 3 times - basic
contributions in the case of - former . contributors to the
Provident Account or 3.5 times basic cdnt_fibp_t'i_oﬁs in the case
of contributors to the Superannuation Sch-ém:e,:"wh-ichever is the
greater. The minimum cost to the Commonwealth of lump sum only
invalidity benefits in 1982-83 was $6.4m ‘which. represented an
average payment of $11 897. o o I
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2.19 Thus, while the ‘actual’ cost ‘to -the taxpayer of total
invalidity benefits paid during 1982-83 is not available, a good
.indication of the5cost of bénefits attaching'to"invalidity exits
durlng ‘the year can be ascertalned Total employermflnanced
invalidity  benefits granted during = 1982-83, i.e. v gtandard
ihVélidity ‘pensions plus-ICommonwealthmfinanced lump cgume conly
payments, - - amounted - to - 827.1my ¢ 'The ‘average
[Cbmmonwealth—financed] invalidity “benefit ' .granted ' -during
1982 83 was ~$10 178,  $1358 ‘or 15.4% ‘more -than ‘the average
Ccmmonwealth—flnanced compenent of age pens;ons granted durlng
'that year. : : S o oo

2;201f. " The . overall cost of “administering “the . invalidity
ptovisions of the. Scheme is ‘ot “known although information
provided by ‘the AGRBO 1ndlcates that the - estlmated ~additional
administrative ‘cost to. them “of pro¢3551ng invalidity exxts ‘in
1982-83 was $0.5m. This estimate reflects the addltxonal_cost of
proCeésing'finvaliéity retirement fbenefits_‘over and above. a
normal 'age ‘retirement ~:benefit. It :'includes *the;;CoSt of
activities such as examination of claims to determine if Benefit
Classification Certificates apply,  ‘medical™ and -employment
reviews ‘of ‘pensions and work associate@ with the administrative
review of adverse decisions relating to 1nvalld1ty Tetirements
and the rev1ew of lnval;dlty pensioners., Lt '

2.21 . Total® ‘expenditure on the administration of the AGRBO
in1982~-83 was $8.2m of ‘which, it was estimated, $5.6m could be
attributed to the administration ef the Superannuation -Acts. A
charge. is made against the earnings of the Superannuation  Fund
Investment Trust ‘for -the c¢ost of administration. However,
present administration charges do not include the -cost of the
Trust's 'salaries bill -which "in 1982-83 amounted to’ just -over
Slm. The cost of the services of the Departments of ‘Finance -and
Social ‘Security and of the invalidity  retirement administration
by - Departments and Authorities ‘is also not kﬁbwn.-However, the
cost - to  Departments -and’ Authorities is’ likely ‘to  be
ingignificant. Similarly ‘not known is thé. cest “'to  the
Commonwealth of sick leave and compensation payments associated
with invalidity retirements. '




The Level and Pattern of Invalidity Retirements

2.22: o0 In. 1982-830 cabout . 38.1% oof  all . exits, .excluding
rééignation'from the ;Commonwealth Superannuation Scheme resulted
'fromfinvalidity retirement compared with some. 36.2% due  to -age
reﬁi:ement._ Barly - retirement and. death accounted  for . the
temainder. Comparable figures for 1981-82 . were 36.6% . for
invaiidiﬁy retirements ..and 37.8% -for age. retirements. . The
1981%82 regsult. represented a departure from the ‘previous .exit
paﬁtern.-ﬂitherto,.invalidity had been the leading mode. of exit,
outSide of resignation, from the Scheme. Figure 2 shows pensions
granted by type for the years 1973-74 to 1982-83. Comparable
5ata;on al1_exits, il.e. pensions plus .lump sum only -retirements
is';not:_available;= The propoertion of invalidity retirements .en
pension. is less - than the. proportion vof all - retirements. on
pensi@ns_ [78.8% .. -compared - to -94.2% . in 1982-83]+ and  the
com@é;isons-ﬁdrawn in PFigure 2 -hence  understate .somewhat “the
r@lative level of invalidity: retirements. Figure 2 clearly shows
the large énd -rapid.--increase . in- dinvalidity retirements. on
pensiqh that . occcurred in 1976-77 . and 19%77-78 following the
introdaction of- the new.superannuation gcheme. Since 1977-78 the
propértion of - .pensions :-granted. on..:invalidity - grounds “-has
declined. steadily -although .the 198283 . figures for invalidity
retirements show a slight increase. -

2.23 - The acceleration of invalidiiy .retirements din 1976~77
and 1977-78 . has  altered - the composition of ' the - pensioner
populations - and the..annual pension liability of the Scheme. At
30 June 1976, 25.7% of all pensions .in forge were invalidity
pensions. At 30 June 1983, 37.7% of all pensions were invalidity
pensions. . The - -average duration of . invalidity ©pensions -is
significantly 1less. than the average. duration of age pensions.
Rased  on- pensions ceased in - 1982-83 .the average durations of
invalidity :nensions that were _granted--to persons in the age
range -60-64 :at - retirement :were 8 years. for males and 13 years
for females .compared with 12 and 19:years respectively for age
retirement pensioners. Even if a downturn in invalidity

10
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retirements was to be experienced it would take some years
before the proportion of 1nvalld1ty pens;oners 1n the pensioner
populatlon would be reduced '

2.24 In addition to these changéé. in the level of
invalidity retirements there are severai features of the pattern
of invalidity retirements that are worth mention:

- the concentration eof . invalidity retirements
in the 55 vears and over age group;

. the high percentage of invalidity retirements
attributed to mental disorders, -diseases of
the musculoskeletal system and connective
tissue and diseases . of :the —.circulatory
system; and o L

. the marked variation-in-dinvalidity retirement
rates among departments.and authorities.

The Factors Underlying the Trends in'Inéalidity Rétirements

2.25 Movements in invalidity retirément rates among Public
Service Act employees were the subject of detailed studies{2) in
1977-78 and 1982-83. In a paper 'Invalidity Retirement from the
Australian Public Service'{3) published by the Public Service
Board in 1983, a range of  factors were identified which had
contributed to a steady long term increase in  the rate of
invalidity retirement over the perlod 1966 to 1976, a period of
rapid acceleration from 1976 to 1978 and a rapid decline over
the period 1979 to 1981. - '

2.26 With respect to the long term increase in invalidity
retirements to June 1876 the Board identified the following
contributory factors:

1} The changing structure and composition of the
Service {including age; .sex, ex-servicemen
composition, geeographic . leocation, education
gualifications, ' occupational ‘group and
divisional structure}l. ‘The Board concluded
that the . ageing of . the Service  had
contributed significantly to the long . term
increase in :invalidity 'retirement while ‘the
other compositional factors had had minor
dampening effects on growth.

12




:72)  Trends in ‘medical and community attitudes to

.- preventive health care. Observed. changes in

community health, Social Security invalidity

'pension rates and ‘invalidity retirement rates

..in State Public Bervices indicated .that the

part of the 1long term upward movement in

“invalidity ¢ retirements in ~ the =~ Service

-reflected . trends .in -health. and medical
practlce 1n the wxder communlty.

3). . Changes in Medlcal Standards and Preventlve__
Health - Measures, There was a general
relaxation” ~of ~ medical ~~ standards  for-

 appointment to the Service after 1972 when
the. period of expected health service that
“the ~examining ‘medical officer had to certify
was reduced from seven to three years. -The .
Beard suggested alsc that during the period
there was likely to have occurred an

~increasingly earlier awareness of .symptoms of
serious illness among both contrlbutors and

" ‘medical officers.’ : LR

C 4} Australlan Publlc Serv1ce Superannuatlon and'
: Sick Leave Provisions. Under the superceded
superannuation schemes there were often
financial advantages  in. ' being retired on
invalidity ‘grounds.; "Age- 65 :Pensiocn Scheme
contributors who retired voluntarily before
age 65 received' ‘an” actuarially-reduced
‘pension unless they ‘purchased full pension by
payment of a lump sum to the superannuation
fund, On invalidity retirement however, full
behefits equivalent to age 65 retirement were
. paid. Invaligity . retirees were - and .are
permltted te use accumulated sick leave and .
war-service “sick ‘léave of  up ‘to 52 -weeks
. before. retiring. Apart from the advantage of

paid leave, these  provisions = enable
-contributors ‘te select a retirement ‘date
which . .ensures . -maximum  superannuation

benefits.,

2.27 With'féépect.td thévrapid aéteiératioﬁ in invalidity
retlrement rates over the perlod 1976 1978 the Board found that
the movement had ‘no communlty parallels and must be attributed
to causes specific to the Service. In particular it appears that
the introduction of the new superannuation scheme with even
greater ‘benefits avallable to 1nvalldlty retirees comgarea with
age retirees caused a great acceleratlon in the numbers of
officers seeking invalidity retirement and a conseguent
acceleration in the numbers retiring in this manner',(5) Under

13




the superceded 'supexannuation .scheme ; contributors with .20 ox
more years of contrlbutory serv;ce and with' the ‘maximum number .
of unlts purchased would : be- entltled to an 1nvalldlty pension of
between 67% and 70% of flnal_ salary. Under  'the new. scheme
contrlbutors w1th 30 or more years of prospective service(®) are
entitled to a’ max;mum pen51on of . 70% = of. - final -salary. - In
addition, under the old scheme entitlement to the maximum .age
pen51on rate could be reached at age 60 whereas under the new
scheme. the max1mum .Qen51on :ate 1s attalned at age 65 and
51gn1f1cant penalties apply for':early retlrement {viz a2 1%
reductlon ln the ~Commonwealth, flnanced pen51on -£or each year
before age 65] ' ' o

2.28 ‘" Flnally,"the sharp decllne in’ 1nvalldlty retlrements
in the APS from 1979 on, the Board concluded,.;s not paralieled
by communlty movements :ahd appears largely due tc internal

factors.;
'!l)j'the . introduction. . of . ”teYioéd . medical
i procedqres in"November_1979; and ..o
'2} ithe" 3ihtroduotioh .  of-" &oluntaty early
. -retirement from age.55 in February 1981'.{7)
2.29 o Foliowing the 'investigétioo of invalidity retirement

trends by the Public Service Board 1n 1977- -78 rev1sed procedures
relatlng to redical examlnatlons for fltness for. continued duty
and redeployment were_lntrodpceﬁ,(a) There is eyldence that the
percentage of applicants medically.aooeptéﬁ-for:retirement has
dropped markedly since ‘ther. Figure '2 'shows the rapid rise in
early retirement pensions since 1%80-81. As noted earlier, the
bulk of 1nva11d1ty retirees come from the 55 years and over age
group and, to an extent, voluntary early retlrement acts as a
substltute for 1nva11d1ty retlrement under the t;ghter medlcal
procedures.

2.30 :_Qverall, the study s concluszons apgear to be sound

and' applicaole across the Scheme._ Bowever,_ a number of
shortcomlngs 1n the study should be noted The analy51s of the

14




influence on invalidity-retirémenﬁ*ratES-Of“trendszin community
,healfh factors is inadequate and the conclusions drawn. are based
']mcre on broad Juddment.' The “variatioh ‘in’ xnvalldlty retirement
rates ~among  States  is - unexplained and the variatlon among
departments'and*autheritieslis'ignOred Of course, an adequate_
examlnatlon of tbese complex ‘matters would requlre ‘a much more_
detalled study. :

2. 31 .. :An 1mportant omission from the’ study s an examlnation
of the influence “of the general admlnzstratlon of the 1nvalld1ty
prov151ons apart from changes in medlcal procedures. There are a
number of . aspects of 1nva11d1ty retlrement admlnlstratlon which
would appear to warrant examlnatlon.f ‘ -
1) : An apparent ‘randomnessﬁ‘ih”the.effoft made
to review invalidity pensioners and place

pensioners found fit . to.-resume -duty. Figure 3
shows the recent levels of review activity.

15




FIGURE 3: .  REVIEW OF INVALIDITY PENSIONS

" Requests *  ‘Medical Pensioners ‘Pensioners =~ ‘Suspended
o - for Employ- Examinations Found ‘Fit  .Re~employed Invalidity
Year ment Data ‘ o Pensions
1978~79 2193 138 _ i 22 68
1979-80 o 3450- 851 - 1 A w16 7
1980-81 1638 310 90 27 37
1881~82 1862 735 1006 14 57
198283 1988 936 - 126 29 35

2) 0 The 1limited use. made .of . some -invalidity..
retirement options  especially partial
invalidity ' pensions and redeployment; Figure
4 shows the number of partial  invalidity.
pensions granted and those granted consequent
to redeployment '

FIGURE 41 PARTIAL INVALIDIITY'_PENSION_S

‘Pensions in Pensions Pensions Granted

Porce Granted Consequent to
Year Redeployment
1976-77 2 .2 -
1977-78 14 14 10
1978-78 17 6 5
1879~80 49 14 12
1980-81 61 41 26
1981-82 72 36 26
1982-83 113 45 43

3) Evidence of <continuing backlegs in  the
contributor data processing work of the
AGRBG.

4) The appeintment in Januvary this year of an
independent inquiry into the management and
operations of the Superannuation Fund
Investment Trust fellowing adverse comment by
the Auditor~General.

16




CHAPTER 3
Scope for Furthef Inquiry

3.01 This paper has addressed the immediate concerns of the
Expenditure Committee regarding the invalidity provisions of the
Commonwealth Superannuation Scheme outlined at paragraph 1.07.
It has pointed out that there is scope for further inguiry into
the factors underlying;“the trends - in invalidity retirements.
Further investigation.needs to be undertaken into the influence
cof composgitional and occupational health factors especially on
the observed variations in invalidity retirement rates among
States and departments and authorities. The most scope for
further - ingquiry -however lies with the contribution of
administrative factors. The = following aspects of the
administration of invalidity retirements would seem to be the
major candidates for closer scrutiny:
1) the standards of medical examination at entry
- their c¢omparison with the standards set by
other schemes

~ their relevance to cccuapational conditions
and requirements;

2} the processing of entry medical reports and
the igsuance of Benefit Classification
Certificates
~ time factors -

- minimisation ‘¢of subseguent c¢ancellation or
issue of Benefit Classification
Certificates;

3) -the management of the AGRBO
- ytilisation of ~ AGRBO staff and other
' resources ' i ’
- adeguacy &and updatedness - of the AGRSC's
contributor data base;

4) the medical criteria relevant to invalidity

retirement . and the assessment cof
retirement/benefit options; and

17




5) post-retirement review
- level of review activity
«~ administration of invalidity redeployment
and re-employment.

3.02 The paper has not addressed, of course, the igsues of
the size and design of invalidity benefits and entitlements and
the level of employee contributions. Such issues would greatly
expand the magnitude of any  inquiry and introduce many more
external comparisons.

SR Lo B McLEAY MP.
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ENDNOTES

On 21lst December 1982, the Governor-in-Council of
Victoria approved the Terms o0f Reference of the
Ingquiry into Victorian Public Sector Superannuation

" 8chemes to be conducted by the Economic and Budget

Review Committee. The Terms of Reference are published

in the umm Vi rian Public c
nuation chemes, Economic and Budget Review

Committee, April 1984, page (v).

‘Re th; annuation iabiliti £ a

Authorities, August 1984.

1 annuation Fun stment T n
ommission fo u annuati ~ _Annua o)
1980-81, Senate Standing Committee on Finance and
Government Operations, December 13983.

uati nv men T Annual. Re

1981-82, pages 41-44.

John Dawkins, Minister £for Finance, Press Release,
January 1984.

Figureg have largely been derived from statistics
published in the Annual Report 1982-83 of the
Commissioner for Superannuation. As indicated in the
Report, statistics presented cannct be regarded as
final until a validation exercise has been completed.

Conclusions of the Office of the Public Service
Board's 1977-1978 study were outlined in the Office's
1977-78 and 1978-79 Annual Reports. The 1982-83 study

was undertaken by the Planning and Statistical
Services Section of the Office.

Regearcgh Paper 5, Office of the Public Service Beard,
1983.

Ibid, page 40.
Ibid, page 4G.
Ibid, page 22.

Ibid, page 40.
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