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Preface

This is the Tribunal's first Report on parliamentary remuneration and other entitlements since
the Remuneration Tribunal Act 1973 (the Act) was amended to enable the Tribunal, once
again, to determine the annual ‘allowance’ payable to members under section 48 of the
Constitution.

The ‘allowance’ is referred to subsequently in this Report as parliamentary base salary or,
simply, base salary.

The Tribunal has been concerned, for some time, about the remuneration of
parliamentarians and the sources of its various components. For example, in the Overview
to its 2007-2008 Annual Report, the Tribunal noted that:

“..there has been no thorough review of the remuneration of parliamentarians for
nearly twenty years. In these circumstances, base salary is not only less now than it
might otherwise have been, it is also significantly below the level at which it would
have been at 30 June 2008, had there been a consistent, sustained, basis for its
fixation. | referred to the apparent adverse shifts in relativities between
parliamentarians and the SES in last year's Overview.”

The Tribunal therefore welcomed the announcement, on 8 September 2009, by the then
Special Minister of State, Senator the Hon Joe Ludwig, of the establishment of a Committee
to report on the reform of parliamentary entitlements.

The report of the Committee for the Review of Parliamentary Entitlements (the CROPE
report) was published in April 2010. While this Report takes account of that report’s
recommendations, they have not limited the scope of the Tribunal's approach. The Tribunal
made a submission in two parts to the Committee; they are available on the Tribunal’'s web
site’. However, as a result of the more detailed work giving rise to this Report, including
interviews with a significant number of parliamentarians and the consultancy undertaken by
Egan Associates, the Tribunal has modified certain proposals from its earlier submissions to
afford them greater relevance. These are mentioned later in this Report.

On 30 September 2011, the Tribunal issued a Statement entitled "Remuneration of Federal
Parliamentarians". That Statement included the Tribunal's view that existing parliamentary
entittements should be rationalised and separated, as far as applicable, into two distinct
streams, namely:

. remuneration (those entitlements which provide a personal financial bengfit); and

. business expenses (the costs incurred in undertaking their duties and responsibilities
as a parliamentarian).

Assessment of the Work of Federal Parliamentary Backbenchers

That Statement also noted that, as a first step:

“

..... consistent with the Committee's recommendations, the Tribunal is conducting,
with the assistance of a consultant, an assessment of the work of federal
parliamentary backbenchers so as to establish, first, a defensible basis for assessing
appropriate remuneration and, secondly, a benchmark for future assessments.”®

An important part of that assessment has been consultations with a range of interested
parties, including parliamentarians, officers of the parliament and party officials. The
outcome of our assessment is the main focus of this Report.

! Remuneration Tribunal 2007-2008 Annual Report — Overview, p4

2 Remuneration Tribunal - Submissions to the Review of Parliamentary Entitlements -
http://www.remtribunal.gov.au/statementsreports/default.asp?menu=Sec8&switch=on

3 Remuneration Tribunal - Statement - 30 September 2011 -
http://www.remtribunal.gov.au/statementsreports/Parliamentarians%20-%20Statement%20-%2030%20Sep%202011.pdf
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The confirmation of the Tribunal's expectations about the uniqueness of the role of a
parliamentarian and the range, diversity and number of demands upon each (whether
member of the House of Representatives or a senator) was unsurprising.

Simply put - and setting aside, entirely, the additional responsibilities associated with
appointment to a parliamentary office or as a Shadow Minister or, most significantly of all, a
Minister - parliamentarians have two significant ‘clusters’ of work, each of which, in its own
right, would be regarded as a job.

First, they must meet the ongoing demands of their electorate. In many respects - bearing in
mind the staff involved; the premises; and, importantly, the intense and continuing local
engagement - the parliamentarian is responsible for the effective conduct of a small
business.

Secondly, they must attend to their many, increasingly diverse and consuming
responsibilities in the Parliament. Without their engagement - and the attention to detall
necessary to deal properly with the very considerable flux of issues, legislation and
regulation - the processes of federal government would become rapidly unworkable.

While acknowledging the diversity of community views about aspects of the work of
parliamentarians and of the Parliament, the Tribunal has no doubt about the central
importance to the well-being of the Australian community and to effective public
administration of capable parliamentarians and an effective Parliament.

It is unfortunate that a lot of the commentary about parliamentarians and their work proceeds
with a cynicism which, while perhaps characteristic of the Australian way of dealing with
things, must not be allowed to define debate about the institution of Parliament, which is,
after all, fundamental to our democracy and all we hold dear. If we are to demand more and
more from our parliamentarians and if our expectations of the quality of their work are to
keep increasing, then we need to remunerate them sufficiently so as to attract and retain
men and women of appropriate capacity.

In the Tribunal’s view, the general community believes that parliamentarians enjoy
substantial pension or superannuation benefits when they retire. Although this may once
have been the case, the entitlement was changed dramatically for all those elected at or
since the 2004 federal election. Members and senators elected since then, and now
numbering about half the total of both Houses, no longer have access to the former pension
scheme — indeed, their superannuation entitlement is simply a contribution scheme like the
rest of the community. However, while the termination of pension benefits was made so as
to bring parliamentarians’ superannuation benefits into line with the community generally,
there was no compensating adjustment to parliamentarians’ annual earnings. Accordingly, in
a total remuneration sense, there was a substantial reduction in total effective remuneration
(annual earnings plus superannuation costs).

Parliamentary Base Salary

In undertaking this review, the Tribunal was confronted by (and, indeed, continues to be
confronted by) many and diverse entitlements and, more significantly, sources of
entittement. There is a considerable amount of work still to be done to separate matters into
the two streams that the Tribunal has identified as its ultimate objective.

In these circumstances, the Tribunal decided to consider the matter of an appropriate base
salary for a parliamentarian in isolation, effectively, from the range of other conditions and
entittements. That is not to say that the Tribunal, in presenting this Report, has neglected
other conditions and entitlements.

The Tribunal has endeavoured to establish a proper base salary by evaluating the work of
parliamentarians, rather than assessing one entitlement or another and cashing it out.



On this basis, the Tribunal intends to determine parliamentary base salary at $185,000. The
Tribunal is delaying the implementation of its intended decision because of concerns about
‘flow on’ effects to the superannuation outcomes of retired members. The Tribunal will make
the relevant determinations when it is satisfied that these concerns have been resolved.

Reductions in Benefits and Entitlements

At the same time, the Tribunal intends to:
. cease the entitlement to individual overseas study travel altogether; and

. heavily prune the entitlement to travel following retirement from the Parliament - this
will now be limited to 5 return trips, between Canberra and the former electorate, or
between their home base and the place where they had a publicly funded electorate
office, for the retired member, alone, in the six months following retirement.

The Tribunal - as it does not determine either the entitlement to a Life Gold Pass or the
features of parliamentary superannuation arrangements - has also recommended:

. the abolition of the Life Gold Pass scheme, prospectively, so that it is not available to
those who enter Parliament at after the next federal election and, for existing Life Gold
Pass holders, the reduction, now, in the number of return trips from 25 to 10 within
Australia per annum; and

. that alternative indexation arrangements be established for both the basic pension and
the additional pension of retired parliamentarians who derive benefits from the
Parliamentary Contributory Superannuation Scheme (the 1948 Scheme). Specifically,
we recommend that the linkage of the 1948 Scheme pensions (both basic and
additional) to the current salaries (both basic and additional) of serving
parliamentarians, be severed.

In the case of each of these recommendations, the Tribunal has indicated that it will take
action towards bringing about these ends in the event that the Parliament does not, itself,
make the necessary legislative changes.

The Tribunal considers that the lack of workers compensation arrangements for
parliamentarians is most unsatisfactory. The fact that they are not employees, in the
conventional sense, should not, in the Tribunal's view, militate against suitable arrangements
being established for them. This is not a new stance on the Tribunal's part; it is consistent
with the view that it expressed 25 years ago in its Report on Compensation for Ministers,
Members of the Commonwealth Parliament, the Federal Judiciary and Members of the Inter-
State Commission. The Tribunal can see no good reason for not establishing, now,
appropriate arrangements.

Cost

The Tribunal is conscious that the cost of the Parliament and of federal parliamentarians is
borne by the taxpayer.

That government is also conscious of this is evident from the letter to the Tribunal from the
Special Minister of State, the Hon Gary Gray AO MP, of 5 April 2011. The Minister asked,
then, that the Tribunal:

..... in making any recommendations in relation to remuneration and non-remuneration
matters, be mindful of the Government's stated Budget objectives, including of the
fiscal rules that apply across other areas of Government.”

This Report does not address all aspects of current entitlements determined by the Tribunal
or the recommendations of the Committee for the Review of Parliamentary Entitlements.

Accordingly, although the matters that the Tribunal intends to determine, or those
recommended by it, have cost consequences (entailing, as they do, both increases and



reductions in costs), in the Tribunal's judgement, it would be simplistic, on the basis of this,
the first Report, to draw conclusions about the longer term cost implications.

The Tribunal, in its ongoing work on parliamentary remuneration and other entitlements, will
continue to be mindful of the balance to be struck.

However, it is also relevant to note, that, even in respect of the proposals in this Report, the
balance between increases and reductions in costs is not a matter within the control of the
Tribunal. This is a matter for the Government, and the Parliament, more generally. In this
regard, it need only be pointed out that the significant recommendations about the abolition
of the Life Gold Pass and the cessation of pension indexation arrangements under the 1948
Scheme - and the associated reductions in costs - turn on action to make the necessary
legislative changes.
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