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INTERVIEWS WITH MINISTER FOR HUMAN SERVICES, FINANCIAL SERVICES, SUPERANNUATION AND CORPORATE LAW CHRIS BOWEN AND RISMARK INTERNATIONAL’S DR CHRISTOPHER JOYE.
DISCUSSIONS ABOUT THE G8 FORUM IN ITALY AND THE ARREST OF RIO TINTO EXECUTIVE STERN HU BY CHINESE AUTHORITIES, THE ADEQUACY OF THE CURRENT SYSTEM FOR SUPERANNUATION, THE GROCERY CHOICE WEBSITE, APRA’S PROPOSAL FOR A WEBSITE TO COMPARE THE PERFORMANCE OF SUPERANNUATION PROVIDERS, THE FAIR PAY COMMISSION’S DECISION NOT TO RAISE THE MINIMUM WAGE, AND THE GOVERNMENT’S REGULATION OF AND INTERVENTION IN THE BANKING SECTOR. 
‘MEET THE PRESS’ PRESENTER BILL WOODS: Good morning and welcome to ‘Meet the Press’. Kevin Rudd, well, he was in his element this week rubbing shoulders with the world's most powerful leaders at the G8 forum in Italy. But is a major agreement from all the world economies to lower carbon emissions worth the paper it's printed on? 
US PRESIDENT BARACK OBAMA: (Thursday) Every nation on this planet is at risk, and just as no one nation is responsible for climate change, no one nation can address it alone. 
AUSTRALIAN PRIME MINISTER KEVIN RUDD: (Thursday) So, Barack and my colleagues who are with me today, it is my great pleasure at this forum at L'Aquila that we launch, officially, the Global Carbon Capture and Storage Institute to make one practical contribution to the great challenge we all face of dealing effectively with climate change. 

KEVIN RUDD: (Friday) Right now I don’t think we are on the track to get a good agreement in Copenhagen. 

BILL WOODS: Back home, the reception was less than rosy, the Government dealing with bank bashing, angry workers and soaring unemployment. The Minister for Superannuation, Financial and Human Services, Chris Bowen, is a guest today. And later, the push to make the four big banks give customers a bigger bang for their buck. But first, what's making news in the nation’s paper this Sunday, July 12? ‘Climate change hits roadblock’ – that’s the headline in the ‘Sunday Telegraph’ - Prime Minister Rudd conceding for the first time that crucial UN climate-change talks in Copenhagen in December just might fail. The ‘Sun Herald’ reports ‘China grants low level talks over Rio executive’s detention’. Trade Minister Simon Crean has been granted only an audience with a junior Shanghai government official over the detention of Stern Hu with experts speculating Hu could be denied access to a lawyer for up to 10 months. ‘Slain Aussie was a new dad’. That’s the headline in Melbourne’s ‘Herald Sun’. 29-year-old Victoria shot dead at a gold and copper mine in Indonesia’s eastern Papua region was working to support a young family. And the ‘Age’ had ‘Unions attack flawed decision’. The union movement has attacked as “fundamentally flawed” the economic modelling used to deny low-paid workers a pay rise. But first, good morning and welcome to the program Chris Bowen.
MINISTER FOR HUMAN SERVICES, FINANCIAL SERVICES, SUPERANNUATION AND CORPORATE LAW CHRIS BOWEN: Good morning, Bill. Good to be with you.
BILL WOODS: Likewise. I know you have a very broad courage in your portfolio, so the question of China seems to be a very obvious one looming, and I understand you can't comment on the finer details of the case, you won't be privy to all of those, but the fact that Simon Crean's access was restricted, as a government that must be very frustrating. How do you feel about it? 
CHRIS BOWEN: This is a concerning case. When any Australian is incarcerated overseas, it’s very concerning. We are dealing with it very seriously. Mr Crean has made those representations. It is important to note that the Chinese Government have complied with the consular agreement which has been in place for a long time and there is a process in place for dealing with these matters which we are following. We're dealing with it very seriously and making the appropriate representations very strongly.
BILL WOODS: What about the broader issues in terms of our relations with China? Does this create problems here? Is this something we have to look a little more closely at? 
CHRIS BOWEN: Well, as I say, it is obviously concerning when any Australian citizen is incarcerated. The relationship with China is an important one. The Chinese Government will be very aware that it is not good for business certainty if there's a regular pattern of foreign business people being incarcerated, but it is important that we deal with it appropriately and sensitively while dealing with it strenuously. Mr Turnbull, for example, has chosen to make political mileage out of this, which is very disappointing. He has shown habitual bad judgment, habitual rashness in rushing to make political points out of what is a very sensitive and delicate matter with the Chinese Government. 
BILL WOODS: He has called for more government action, but on a corporate level, for Australian businesses - and this is more in your relation to your portfolio, Minister, that it must be a worry. There must be alarm bells out for a lot of Australian businesses both large and small who want to gain a foothold in China or are already working on that. 

CHRIS BOWEN: Well, look, as I say, this works both ways. It is a concern for Australians and other foreign business people working in China that this could happen. It should also be a concern for the Chinese Government. If foreign businesses feel that the degree of uncertainty is high, it will change the way that foreign businesses around the world approach business in China and approach the placement of executives in China. So this is a concern, I think, in both instances. The process needs to play out. It's important that the Chinese Government complies with the consular agreement, which we have been doing, and it is important that we comply with the consular agreement, which they have been doing. It’s important, of course, that we comply with the consular agreement and make the representations at a senior and serious level. 
BILL WOODS: Australian businesses do go to independent advisory companies for these sorts of things. They employ so-called ‘Sinologists’ to advise them on how to deal with the Chinese. As a government, what can we do to help Australian businesses prepare and make them aware of the potential pitfalls of the way they deal with the sensitivity involved? 
CHRIS BOWEN: Obviously we would look at that and look at any lessons to be learned out of this case as we go forward and what support needs to be given to Australian businesses working in China. I'm sure that governments around the world will be doing the same thing. We need to constantly monitor these things and ensure that we’re giving whatever appropriate government support can be given to businesses that are doing the right thing and expanding our trade horizons in the world’s fastest-growing economy. 
BILL WOODS: Even our close mates like the United States still like to move the goalposts by raising tariffs here and there in various markets. So China - there is a perception, perhaps, in the broader voting populace, even if you don’t have any business links there, that they might bully us a little bit in issues like this. How do we manage that situation? That is certainly a Government matter.

CHRIS BOWEN: Look, not at all. The relationship with China is an important one. It’s important that friends tell each other what we think. That we tell China what we're thinking and they tell us what they're thinking. So you don't have a relationship that is one-way – that you have a relationship that is built on mutual trust and understanding and a very frank exchange of views when it’s appropriate and that's the approach that the Prime Minister has taken. He's raised the issue of human rights with in China and raised other issues with the Chinese Government in a way which makes it clear that we're friends, but we're friends that tell each other what we think and what's on our mind at any particular time. 
BILL WOODS: I have to wonder what was on Kevin Rudd's mind when he was overheard. At least, we're not sure that he was aware that it was being listened in – that comment that he made about Copenhagen and what appeared to be a pessimistic view. As a minister in the Government, how do you feel about what was said by Kevin Rudd? 
CHRIS BOWEN: I think that the Prime Minister has also said publicly that Copenhagen is going to be a difficult conference to reach a resolution. There's 150 days left until the Copenhagen Conference, and the Prime Minister was doing what he's done privately, which is reminding world leaders of the importance to give our negotiators a proper mandate. The importance of actually reaching an agreement at Copenhagen, and, look, this is not unusual. Whenever you have an international conference, you're going to get argy-bargy. There's going to be times when it’s looking more pessimistic than optimistic. There’s going to be times when the agreement might look difficult. At the end of the day there's often brinkmanship and ‘five minute to midnight’ types of negotiations. 
BILL WOODS: Well, diplomatic language is obviously important. I understand from experts, particularly with ETS, the leading nations, so-called, need to, at least diplomatically, show some leadership and say some positive things about the fact that we can come to an agreement. Was that a slip-up by Kevin Rudd in those circumstances? Because other countries like China, for example, could take that as a way out of any agreement in the future. 
CHRIS BOWEN: No, not at all. It is a realistic assessment that there is still a lot of work to do. I don't think that the Prime Minister should be glossing over that there's a lot of work to do, that there's still some way to go before we reach an agreement, and that our negotiators around the world need to be given broad mandates. The Prime Minister was making that point to his colleague. He’s made that point privately and publicly. 
BILL WOODS: Chris Bowen, thank you for now. Please stay with us. When we return, the panel will join us. Almost 700,000 Australians are out of work and counting, and with figures like that, you’d think our MPs would be focusing on employment rather than outdoing each other with some political stunts, but that’s the way it goes. Malcolm Turnbull thought he was on a winner this week unveiling his Labor debt truck. However, just hours later, Labor tried to trump Mr Turnbull by planting a vehicle of their own in the Opposition leader's own backyard. 
CHRIS BOWEN: (Monday) Mr Turnbull made the claims about debt and deficit and we're more than happy to respond to him right here in his home turf. 

BILL WOODS: Welcome back to ‘Meet the Press’. Our guest this week is Minister Chris Bowen. Welcome to our panel, Jessica Irvine from the 'Sydney Morning Herald' and Radio 2UE's John Stanley. Thank you for joining us. Australia's latest unemployment figures are further evidence of the global financial crisis eating into our own economy with more than 20,000 Australians losing their jobs in the last month alone. 
OPPOSITION LEADER MALCOLM TURNBULL: (Thursday) We've seen unemployment increase in the last year by 40%. We need to see these jobs numbers improving. We need to see more Australians in work. We need to see more Australians being able to work all the hours they need to work, and they want to work. 
RADIO 2UE’S JOHN STANLEY: Mr Bowen, the figures this week were better than expected. Based on what you know as we head into this year, is it likely that the jobless rate will be lower than Treasury estimates - that the public deficit could be better than expected? And is there potential scope for winding back some of the stimulus if, indeed, the economy is going better than you expect over the next year? 
CHRIS BOWEN: You'll remember that when we launched our Budget estimates on unemployment and the Budget deficit, a number of commentators said that we were too optimistic, that we’d come in higher than that. Now a number of commentators say we were too pessimistic, that things were coming better than that. We stick to the estimates. We update the estimates when we update the Budget in the mid-year forecast or when another update is necessary and so we stick with the Budget estimates at that time. On the question about fiscal stimulus there's still a long way to go yet. The President of the World Bank, Bob Zoellick, recently said that it is important that governments don't withdraw stimulus too early, that we remain vigilant, and that there are still a number of bumps to come in the world economy which are going to affect Australia as well, so we need to stick with the strategy we've embarked on, and which all the evidence is, is working. 
JOHN STANLEY: Is there some flexibility there if, indeed, things do end up going better than expected and you need to tweak it a bit? 
CHRIS BOWEN: Of course we respond to circumstances but you have to look at circumstances over a medium and long-term. You don't respond to monthly figures. You need to look at the trends and you need to stick to the strategy and then respond and then reassess as new data comes to light over a substantial period of time. 
THE ‘SYDNEY MORNING HERALD’S JESSICA IRVINE: Those bumps on the road that you mentioned - that's had a very real impact on people's retirement savings, and you've just got responsibility for Australia's superannuation system. I wonder - what are your views on the adequacy of the current system? And in particular, ministers have struggled with the idea of the compulsory superannuation guarantee at 9%. Do you think that's adequate? 
CHRIS BOWEN: The first point to make is that superannuation has served us all very well. Yes, returns are down at the moment. Yes, returns are negative, which causes a lot of difficulty for a lot of people, but we do again need to take a long-term view. Over 35 years, the returns for superannuation are 4% higher than inflation and we're all much better off individually and as a nation. Our superannuation savings have played an important role in helping Australia through this economic crisis over the last few months - the last year in particular. Now, in relation to adequacy, we're working with the Henry Review. Obviously higher post-retirement incomes are better than lower post-retirement incomes but there's a trade-off with pre-retirement incomes and we need to strike that balance and we're working closely with the Henry Review to make sure that we're considering all the options as we go forward in terms of setting Australia up. 
JESSICA IRVINE: So, that's on the table, is it? Raising the superannuation guarantee levy? 
CHRIS BOWEN: We've said that we're working with the Henry Review and the Harmer Review on all aspects of post-retirement income and that remains the case. 
JOHN STANLEY: Would you like to see it high? 
CHRIS BOWEN: Obviously in an ideal world, the higher the post -retirement income you have, the better. I’ve said that previously.
JOHN STANLEY: With a guaranteed levy. 
CHRIS BOWEN: And the higher guarantee levy would lead to higher post-retirement incomes, but there is a trade-off with pre-retirement incomes which we need to be very careful about calibrating and we’ll continue to work closely through that process.
JOHN STANLEY: In your previous portfolios, you championed the notion of a website Grocery Choice which many people, I believe, would have been a very effective tool in keeping prices down. You certainly believed it. The new minister, Craig Emerson, decided not to go ahead just a few days before it came in. The view is that it was knocked off because of the power of the big grocers, Coles and Woolworths. Do you still believe it could have worked?
CHRIS BOWEN: Look, I think it’s hard to argue with more transparency. Everybody agrees with that – with more information. The thing about that particular website is that it’s a very good concept. It’s one that proved very difficult to implement when you look at the fact that there are well over 2,000 supermarkets across the country, each holding 20,000 items. So it is a hard thing to deliver. Now, Minister Emerson has said that he would like to see a website and is working towards a website and has a process in place to do that and I'm sure that we'd all welcome that if that is successful. 
JOHN STANLEY: Some commentators, including myself, believe that it could have gone ahead if you had remained the minister. 
CHRIS BOWEN: A new minister brings a new set of eyes to problems. That’s the case with portfolios I’ve inherited, that’s the case with Craig. Craig is a very competent minister and a very smart man, who will bring a lot of expertise to that portfolio. 
JOHN STANLEY: Are you disappointed that he knocked it off, though? 
CHRIS BOWEN: Look, as I say, every minister has a slightly different approach. It was a difficult thing to implement. When you actually got down to Tic Tacs and you actually got down to the process of putting it together, it was something which was difficult, but Craig is committed to following it through and trying to get a website up and running. 
JESSICA IRVINE: And yet in your new portfolio, you're also proposing a new website for superannuation companies, or a league table of their performance. Is it possible it will go the same way? 
CHRIS BOWEN: That is an APRA proposal and it’s something which APRA is implementing. Look, again, more transparency is difficult to argue with. That's something that I think Australians will welcome. It is important that the information is accurate. It’s something that Jeremy Cooper is looking at to make sure that the information is as accurate as it can be going forward. I've asked him to look at that to make sure that there's an accurate reflection of returns. People will make their own decisions. There's a lot of information already out there about superannuation returns through private sector providers. This is one mechanism that APRA has in place to provide more information. Again, that's probably a good thing. 
BILL WOODS: There was fairly ready criticism this week of the Fair Pay Commission - the decision not to increase the minimum wage - but the Commission retaliated with claims that the wage freeze would reduce pressure on employers and, of course, preserve more jobs in this climate. 
FAIR PAY COMMISSION’S IAN HARPER: (Thursday) This decision - it will not be responsible for the loss of any jobs amongst Australia's low-paid workers. When low-skilled workers lose their jobs in a downturn, our research and the history tells us that they can be out for years and some of them never come back. 
JESSICA IRVINE: Minister, it seems that there's a very confusing message for the 1.3 million people on the minimum wage. In economic good times, you can't have a pay rise because it will fuel inflation. In economic bad times, you can't have one because it is too expensive for employers. When is a good time to raise the minimum wage and do you expect there’ll be a bigger increase next year because of this year’s decision? 
CHRIS BOWEN: We certainly don't think that the Fair Pay Commission got the balance right. It is a balancing act. In any economic circumstance, as you say, but we think that a considered rise would have been appropriate this round. We think that Australia's lowest-paid workers did deserve a modest, but considered pay rise and we're disappointed that that is not happening. But we do have in place substantial stimulus payments to them, and we do have interest rate reductions as a result of Reserve Bank decisions which have helped lower-paid workers as well as the rest of the economy through, so we'll continue to make representations next year to the new organisation which will now consider this under our post-WorkChoices model as opposed to the Fair Pay Commission and we'll make those representations – we’ll argue the case. At the end of the day, there will always be an independent umpire deciding these things. Government will make representations as appropriate. 
JOHN STANLEY: The six economists who came up this week with a plan for overhauling the financial system - a lot of focus on the plan for a people's bank that was buried within it - but your Government has never been averse to having inquiries. They want another inquiry into the financial system. What would be wrong with doing that, particularly after the global financial crisis where so many of the things that we've done in the past have been shown to be wanting? 
CHRIS BOWEN: Well, I think it’s important to note that Australia’s financial system is getting through the financial crisis better than, effectively, any other financial system in the world and we need to always remember that. But, yes, there are issues around competition – they’ve been well-noted - but we still have four of the now eight top banks in the world that are AA-rated. We haven't had to rescue a financial institution, which almost every other developed country in the world has had to do. So there’s a lot going for the Australian financial system so we wouldn't rule out a review at an appropriate time, but at this point in the cycle, we're just focused on getting us through the global financial crisis and working with the strengths of the Australian financial system which has stood us in good stead. 
BILL WOODS: We've covered a lot of ground there and we appreciate your time, Minister. Thank you for joining us. 
CHRIS BOWEN: Always a pleasure, Bill.

BILL WOODS: That, of course, brings us to the next guest coming up after the break. A man with a plan for better banks with fewer fees, economist Christopher Joye will join us. And the Prime Minister dropped in to see the Pope on his way to the G8 forum. Commentators did not miss the chance to take the high ground on this moment. Kudelka from the ‘Australian’ was our pick of the week. He took a swipe at Mr Rudd for being a little ‘holier-than-thou’. 
BILL WOODS: The global financial crisis has driven Australia's cash interest rate to a 40-year low but there's been ongoing outrage about banks not passing on the cuts to customers. Now, a group of economists are pitching a plan for a Government-run bank with lower interest rates and no fees. But Labor says it is already doing more than its share to help borrowers. 
DEPUTY PRIME MINISTER JULIA GILLARD: (Wednesday) We, in particular, have put in measures to make it easier for people to switch banks if they think that they aren't getting an appropriate deal. 
BILL WOODS: But the man behind the so-called ‘people's bank’ isn't giving up quite that easily. Welcome to the program, economist and former Howard Government advisor, Christopher Joye. 
RISMARK INTERNATIONAL’S DR CHRISTOPHER JOYE: Thank you.

JESSICA IRVINE: We just heard there Minister Bowen saying that he doesn't rule out having a review of the financial system as you’ve recommended, but I wonder what direct response have you had from the Prime Minister and the Treasurer who you addressed your letter to. Have they contacted you this week with any feedback on the letter? 
DR CHRISTOPHER JOYE: No, we’ve received no feedback. We did, I believe, secure the endorsement of the Opposition, the ACTU and the Greens but no specific feedback from the Government. 
JESSICA IRVINE: What is the next step? Write another letter? You know, how do you take it forward? 
DR CHRISTOPHER JOYE: I think we’ve raised 14 quite critical policy issues and our key message was that it would be wrong to pat ourselves on the back and slip into self-congratulatory hubris. We think there are major issues within the system. We’ve been very fortunate to avoid some of the adverse outcomes we’ve seen, for instance, in the UK where their banking system has been nationalised. There are a number of very large Australian institutions, including one bank, that have come very close to the precipice of collapsing and so we think at the appropriate time, the government should embark on a thorough review of the entire system.
JOHN STANLEY: And yet the minister’s just given us an exposition of what you’ve just described, perhaps, as self-congratulatory hubris about the way we’ve got through this and the way our banks have dealt with it so do you think they are, perhaps, taking this not as seriously as they should?
DR CHRISTOPHER JOYE: Well, again, we've raised 14 really important issues. One of the critical concerns we have is that there are a range of major new regulatory policies being introduced by governments all around the world that have a direct impact on Australia. We are heavily reliant on foreign credit, because we run large current account deficits and the global financial crisis was initially transmitted to us by, obviously, borrowers in the US defaulting on sub-prime loans. It had nothing, really, originally, to do with Australia, and we need to look to the future and internalise the insights borne from this crisis and the new risks that no-one ever anticipated to try and renovate our architecture to protect ourselves. 
JOHN STANLEY: Most of us don't understand the way this crisis has evolved and affected us. Is this week a reflection of the difficulty that people like you have, because you've put together a very complicated proposal and some very deep approaches to the situation, and yet, all the focus has been on the idea of a people's bank where you go along to the local Post Office and bank and essentially return to the old Commonwealth Bank.
DR CHRISTOPHER JOYE: I think the response to the people's bank was interesting. There's obviously a lot of popular resonance and clearly some discontent in the community with the state of play in the banking sector. There's been a huge increase in the market power of the major four banks. One of the big problems is that the non-bank lenders, the building societies and the smaller banks were reliant on securitisation. Now, the securitisation market, which funded about a quarter of all home loans in Australia, is completely unregulated and receives no Government support at all. So there is a major asymmetry, a major dysfunction at the heart of our financial system where we protect the four major banks and some of the other institutions and protect their funding sources, but these new markets that have emerged in the last ten years are not within the province of the regulatory regime. The ministers know that and something eventually needs to be done about it. The Government has invested $8 billion on the back of the idea that Joshua Gans and I came up with to support securitisation, but there's no strategy and there’s no over-arching quality framework. 
JESSICA IRVINE: Something that has concerned a lot of bank customers, is over the last year, we saw the disappearance of Bank West and of St George bank, taken over by Westpac. I think people might look at that and think, “Well, we wouldn't be in the problems that we had if we still had those two competitors in the market.” Is it clear that that was a mistake to let that happen? 
DR CHRISTOPHER JOYE: I don't think it was a mistake. It was driven by circumstances. But you’ll see that Graham Samuel, the head of the ACCC, has come out this week and said that he, I think, would lend support to an inquiry. The ACCC is clearly very concerned about the extraordinary increase in the power of the four major banks, and it is rather sobering to note that the three non-bank pioneers, Aussie, RAMS and Wizard have now all been acquired all or partially by the big banks. Really, outside of the big four banks, there is no effective competition and the regional banks have made appeals to government to level the playing field so one of the things that we've done is put a bunch of ideas on the table about a range of policies that would level that playing field. 
JOHN STANLEY: And yet, it's been dismissed by the government? I think you've seen some political weasel worlds, but Minister Bowen said that they wouldn't rule out an inquiry at the appropriate point in time. 
BILL WOODS: Christopher Joye, thanks for your time and good luck with your response in the future from the government and some of the finer points of that proposal. Thanks also to our panel today. Jessica Irvine and John Stanley, thank you for joining us. And a transcript of this program will be on our website. If you have any questions you would like to ask the guests, e-mail us at meetthepress@networkten.com.au. For now, thank you for joining us and goodbye. 

