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1.1 Overview
Over the last century, particularly the last 
30 years, society has reduced the traditional 
discrimination against females.  However, one 
important area has received little attention.  
Females have much lower retirement incomes 
than males! 

There are many causes:

•	The Australian superannuation system has 
been designed around the paid workforce and 
this disadvantages females.  Average pay for 
females is lower and their contributions to 
superannuation are linked to wages. 

•	The majority of females become mothers, who 
typically move in and out of the workforce 
during their lifecycle, and are disadvantaged in 
terms of saving for their retirement.

•	Females, on average, live longer than males 
and therefore require their retirement savings to 
last over a longer period.

•	Females, on average, retire earlier than males.  
This means they have a shorter period over 
which to accumulate savings.

This report reviews adequate incomes needed 
for females to live comfortably in retirement, the 
lifecycle events and barriers that prevent females 
from accumulating adequate retirement savings and 
some possible solutions to this important issue.

1.2  What is an adequate retirement 
income?

The term ‘adequacy’ has different meanings for 
different people.  The ASFA Retirement Standard 
benchmarks the annual budget needed by 
Australians to fund either a modest or comfortable 
standard of living in retirement and it is updated 
quarterly to reflect inflation.

The Age Pension is designed to provide a modest 
benefit and it will soon exceed ASFA’s Modest 
Retirement Standard (for single pensioners by 
about 2020 and for couples by about 2017).  
This is a minimal benefit which covers basic 
living costs with little discretionary income.

Australians who want to live reasonably 
comfortably in retirement will need a significantly 
higher amount.  Consequently, we have defined an 
adequate retirement income for the purpose of this 
report as ASFA’s Comfortable Retirement Standard.  
For singles and couples, this equates to $40,391 
and $55,213 per annum respectively.  

1.3 Sources of retirement income
Typically, individuals fund their retirement from 
one or more of the following three sources:

•	compulsory superannuation

•	voluntary contributions

•	Age Pension.

In addition to the above, some individuals 
build wealth through their family home and 
investments outside superannuation.

In 2011, 49% of females relied solely on the Age 
Pension to fund their retirement.  This compares 
to 40% of males.  The increased number of 
females reflects both poorer finances than males 
as well as their greater life expectancy – there are 
far more poor females aged over 84.  This means, 
approximately half of our current cohort of female 
retirees live on no more than $20,088 per year or 
$386 per week.  Alarmingly, the Age Pension is 
just $28 per week more than the OECD’s poverty 
measure of 50% of the median wage1.

1.4  Implications of inadequate 
retirement income

There are a number of implications if, as a nation, 
we do not save adequately for a comfortable 
retirement.  Such implications include:

•	A significant number of females will continue to 
rely on the Age Pension to fund their retirement 
income.

•	Future generations of retirees who will have 
become accustomed to a high level of living 
standards before retirement will have to 
significantly change their lifestyles at retirement 
to match their likely retirement income.

Executive summary

1 http://www.acoss.org.au/uploads/ACOSS%20Poverty%20Report%202012_Final.pdf
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2 Treasury’s third intergenerational report (2010).

•	The ageing population, commencing with 
the retirement of the baby boomers over the 
next 10 to 15 years, will increase the cost to 
government of funding the Age Pension. The cost 
is anticipated to increase from 2.4% of GDP to 
3.9% of GDP by 20502. While this increase is 
moderate compared to other countries, it will still 
put pressure on other tax payers.

1.5  What prevents females saving 
adequately for retirement?

Females face some unique challenges in saving 
for their retirement.  These challenges can be 
grouped into lifecycle events and barriers.

The lifecycle events can include a career break to 
have children (which is often followed by a return 
to part time work for several years), divorce and 
retiring early.

The barriers include longevity (females, on 
average, live longer than males), the gender 
pay gap and some attitudes held by society and 
business towards female workforce participation.

Further detail on these challenges can be found 
in Section 4 (What prevents females saving 
adequately for retirement?).

1.6 Potential solutions
There are a number of solutions available that 
would assist females to save more for retirement.  
Responsibility lies with a number of entities, 
each with a different role to play, including the 
government, employers (and work colleagues), 
superannuation funds and individuals.

Government

There are two key superannuation policies that 
the government could change that would assist 
females to save more for retirement:

•	 removal of the monthly $450 threshold for SG 
contributions

•	 inclusion of superannuation payments on the 
government paid parental leave scheme.

Governments can also be supportive in reducing 
the gender pay gap by leading by example – for 
example, ensuring no gap for public servants.  We 
also note the initiative of the Gillard government 
to improve pay for social workers, the majority of 
whom are female.

Employers

Employers can implement a number of policies 
and initiatives to ensure females are placed in 
the best position to build their retirement savings.  
Examples include:

•	maintaining contact with individuals during 
maternity leave

•	providing flexible working conditions upon 
return to work

•	providing or supporting child care services

•	providing career opportunities and mentoring 
programmes

•	monitoring wage equality between genders

•	being aware of gender differences around 
personal leave and ambition.

Employers can also be innovative.  As an 
example, Rice Warner is currently trying to 
address the barrier of higher longevity for its 
female staff on the basis that it is universal to 
all females and something that is outside their 
control.  Recognising that its female employees 
will live, on average, for three years longer than 
males, Rice Warner undertook some simple 
modelling to calculate how much additional 
superannuation females would require to place 
them on an equal funding basis relative to 
males in terms of providing an equal income 
stream payable for the period of their average 
life expectancy at retirement.  The outcome was 
an additional 1.5% of salary as superannuation 
contributions over and above the 9% 
Superannuation Guarantee.

To progress the initiative, Rice Warner has applied 



1.0

Valuing females and rewarding them in retirement  I  Research Report4

for an exemption from the Sex Discrimination Act.  
Rice Warner will meet the cost as an employee 
benefit and in conjunction with the additional 
superannuation payment, will educate its female 
employees on the lifecycle events and barriers that 
prevent females saving adequately for retirement.  
At the time of writing, Rice Warner is awaiting a 
decision from the Human Rights Commission. 

Superannuation Funds

Superannuation funds can play a role in assisting 
their female members’ to improve their retirement 
savings.  Funds could, for example:

•	Target communication material for females of 
all ages to educate them on the challenges they 
may face in saving for an adequate retirement.

•	Provide members with personalised benefit 
projections to demonstrate their personal 
‘savings gap’ and suggest ways of reducing the 
gap.   

•	 Introduce a policy to freeze fees while a 
member is on parental leave – this would also 
assist to build loyalty with members.

•	Link the accounts of couples to make benefit 
projections more meaningful and only charge 
one set of fees across both accounts.

Individuals

Ultimately, individuals must take responsibility 
for their own retirement savings.  Whilst the 
government, employers and superannuation funds 
can provide an environment that is conducive 
to improving female retirement adequacy, 
engagement and commitment by the individual 
must also exist.

Steps individuals can take include:

•	Voluntary contributions.  Starting young is 
the key.  If a female can make additional 
contributions in her 20’s, these contributions 
will go some way to compensate for any pause 
in contributions during her 30’s when she is 
likely to begin her family.  She will also have 
the benefits of those contributions growing with 
compound interest over many years.

•	Co-contribution.  For those females earning 
less than $31,920, any voluntary contributions 
will be matched by the government, up to a 
maximum of $1,000.  For females earning 
more than $31,920 but less than $61,920, 
the matching rate reduces by 3.33 cents for 
every additional dollar earned.

•	Work longer by deferring retirement.  The 
benefit of working longer is threefold: it extends 
the period of contributions, earns income 
for longer on the accrued benefit and defers 
consumption of retirement savings, which will 
be needed for a shorter period.
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Table 1. Case study parameters 

Case 
study

Single/
Couple

Sex Age
Income

$

Current 
Super 

Savings $

Super Contributions
(% of Gross Salary) Career 

Break
Retirement 

Age
Homeowner/

Renter
Employer Member

1 Single M 20 35,000 Nil 9 Nil 0 67 Homeowner

2 Single F 20 34,300 Nil 9 Nil 0 67 Homeowner

3 Single F 20 34,300 Nil 9 Nil 51 67 Homeowner

4 Single F 20
34,300 
initially3 Nil 9 Nil 0 67 Homeowner

5 Single F 20
34,300 
initially3 Nil 9 Nil 51 67 Homeowner

6 Single F 20
34,300 
initially3 Nil 9 Nil 102 67 Homeowner

7 Single M 20 35,000 Nil 9 Nil 0 62 Homeowner

8 Single F 20 34,300 Nil 9 Nil 0 60 Homeowner

1  First year off work and then two years part time (3 days per week), another year off for a second child and then one year part time (3 days per week).  The career break 
starts at age 30.

2  First year off work and then two years of casual work earning $450 per month, then another year off for a second child followed by six years of casual work (again earning 
$450 per month). The career break starts at age 30.

3  For these case studies the starting salary begins with a 2% pay gap at $34,300, however, the female receives lower promotional salary increases between the ages of  
30-40.  The net effect of the lower salary scale would be a 17.5% pay difference from age 40 to retirement (without the career break).

1.7 Case studies
We have designed some case studies to 
demonstrate the impact of the lifecycle events 
and barriers on female retirement savings.  We 
have compared the savings that these case 
studies are likely to accumulate for retirement 
against the amount that would be required to 
provide an income which could be considered as 
‘adequate’ to support a comfortable lifestyle in 
retirement up until life expectancy.  This income 
is based on the ASFA Comfortable Retirement 
Standard which is currently $40,391 p.a. in 
today’s dollars. Any shortfall is referred to as the 
Retirement Savings Gap.

The profile of each case study is set out in  
Table 1 and further details on each can be 
found in Section 5 (What are some potential 
solutions?).  The profiles have been designed 
to reflect a typical 20 year old male and female 
entering the workforce today.  Each case study 
then explores the impact of the various lifecycle 
events and barriers discussed in this report.
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Case study 1 forms the base case from which 
comparisons can then be made.  Case study 1 
will have a Retirement Savings Gap of $134,700 
and would need to save 3.6% of his gross salary 
(in addition to the 9% Superannuation Guarantee) 
to achieve an adequate retirement income to his 
life expectancy.  Table 2 shows the Retirement 
Savings Gap and required additional savings for 
Case studies 2 to 8. 

Table 2. Case study retirement savings gap

Case study
Savings Gap

Required additional 
savings

($) (%)

1 134,700 3.6

2 186,500 5.2

3 232,500 7.2

4 230,900 7.1

5 266,600 9.0

6 327,200 13.4

7 299,800 9.7

8 488,800 17.4

All the members set out in these case studies 
will spend somewhere between six and 24 years 
in retirement relying solely on the Age Pension 
(assuming they have avergae life expectancy).  
For those who live beyond average life expectancy, 
the number of years will be even greater.

For simplicity, we have not set the position for 
couples.  It is difficult for members to predict 
their position as they need to include the 
superannuation of both partners and integrate this 
with the rules for couples on the Age Pension.  

We all have a role to play in improving female 
retirement savings and as a relatively wealthy 
country, we have a responsibility to ensure our 
future generations live with dignity throughout 
retirement.  Improving longevity will result in 
future generations of females, particularly those 
that take time out of the workforce, spending 
the same amount of time (or more) in retirement 
as they do in the workforce – the challenge 
is funding the retirement years to allow us to 
live the lifestyle to which we have become 
accustomed.
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The term ‘adequacy’ has different meanings for different people.  The ASFA Retirement Standard 
benchmarks the annual budget needed by Australians to fund either a modest or comfortable standard of 
living in retirement and it is updated quarterly to reflect inflation.

As at June 2012, the figures are reflected in Table 3. 

Table 3. ASFA Retirement Standard

Modest Lifestyle -     
Single

Modest Lifestyle –  
Couple

Comfortable Lifestyle - 
Single

Comfortable Lifestyle - 
Couple

$22,024 $31,760 $40,391 $55,213

What is adequacy?

ASFA describes a Modest retirement lifestyle 
as better than the (current) Age Pension, but 
retirees will still only be able to afford fairly basic 
activities.  The Age Pension will soon exceed 
ASFA’s Modest Retirement Standard – for single 
pensioners by about 2020 and for couples by 
about 2017.  

A Comfortable retirement lifestyle will enable an 
older, healthy retiree to be involved in a broad range 
of leisure and recreational activities and to have 
a good standard of living through the purchase of 
such things as:  household goods, private health 
insurance, a reasonable car, good clothes, a 
range of electronic equipment, and domestic and 
occasionally international holiday travel. 

It should be noted that the ASFA Retirement 
Standard assumes that individuals and couples 
own their own home.  It does not allow for 
mortgage or rental payments during retirement.  
The Standard is also based on a 65 year old and 
does not look through retirement and take into 
account, for example, increased health costs 
related to ageing and deteriorating health.

For this report we have used the Comfortable 
Retirement Standard to determine the desired 
adequate retirement savings required for each of 
the case studies.  

Overall, the current Australian working population 
is not saving enough for a comfortable retirement.  
Recent work undertaken for the Financial Service 
Council3 to calculate the Retirement Savings Gap 
(RSG) indicates that the current shortfall between 
required savings for an adequate retirement and the 
amount saved in the superannuation system (plus 
estimates for future savings), is $836 billion.  

This gap takes into account the working 
population that earns between 50% and 200% 
of average wages.  People earning below 50% of 
average wages will receive a high replacement 
rate from the Age Pension so there is no gap.  
People earning above 200% of average wages 
generally have other assets or income to support 
their retirement lifestyle and it can be argued that 
this cohort has every opportunity to fund their 
own retirement.

3  Retirement Savings Gap at June 2011  http://www.fsc.org.au/downloads/file/ResearchReportsFile/FINAL_FSCSuperannuationSavingsGapReport2011.pdf



3.0

8 Valuing females and rewarding them in retirement  I  Research Report

3.2 Compulsory superannuation (SG)
Whilst superannuation as a form of savings has 
existed for more than a century in Australia, it 
was largely limited to a minority of employees, 
such as highly paid white collar workers in large 
corporations and public servants.  In 1986 the 
Australian Council of Trade Unions (ACTU) sought 
and won a 3% employer contribution to be paid 
into an industry fund on behalf of employees as 
part of the industrial awards.  As new awards 
were negotiated superannuation coverage rapidly 
increased from around 40% of employees to 79% 
of employees over four years.  Coverage in the 
private sector grew from 32% to 68% in 1991.  
However, a third of private sector employees 
remained uncovered.

The Superannuation Guarantee (SG) was 
introduced in 1992 as a means of ensuring 
all employees were covered.  It commenced at 
a level of 3% of salary and rose progressively 
to its current level of 9% in 2002.  This has 
meant that the current cohort of individuals 
entering retirement, the ‘baby-boomers’, have 
not benefited from a full working lifetime of SG 
contributions.

The government recognised that 9% is not a 
sufficient level to fund an adequate retirement, 
and in 2010 passed legislation to allow a gradual 
increase in the SG from 9% to 12% between July 
2013 and July 2019.  

3.1 Components
The Government’s Retirement Income Policy is based on three components in Figure 1.

Figure 1. Government Retirement Income Policy

Retirement Income Policy

Compulsory 
superannuation (SG)  

Employers

Voluntary contributions
Employers and 

employees

Age Pension 
(means tested against 
income and assets)

In addition, Australians generate wealth from:

•	equity in the family home

•	non-superannuation savings

•	 income from employment (which is often a supplement in the early years of retirement).

Retirement income sources
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3.3 Voluntary savings
The introduction of ’contribution caps’ (and 
the ongoing reduction to these limits) has 
restricted the level of voluntary savings within 
the superannuation system.  The limits are 
counterintuitive to encouraging individuals to 
fund their own retirement.  However with the 
government’s need to produce a Budget surplus, 
the tax concessions on voluntary savings were 
seen to be too generous for wealthier Australians.

3.4 Superannuation balances
Taking into account these two sources of savings, 
the average and median account balances by 
age and gender in 2010 are shown in Table 4.  
The table also indicates the percentage of people 
within each age group that hold superannuation.

Table 4 demonstrates that female retirement 
savings are lower from the outset, albeit the 
difference is minimal.  The difference becomes 
more apparent during the 30’s and 40’s which is 
reflective of when females often take time out of 
the workforce while males advance their careers.  
At 59, the current average age of retirement for 
females, a female is likely to have approximately 
50% less in retirement savings than a male.

Table 4. Average and median account balance by age and gender4 

Age Group

Percentage with 
superannuation

Superannuation

Mean Median

Female Male Female Male Female Male

15–19 36.4 37.6 1,748 1,924 500 800

20–24 85.6 85.8 6,269 8,102 4,500 6,000

25–34 89.2 91.6 25,209 33,532 19,000 25,000

35–44 85.3 94.1 58,586 87,173 35,000 55,000

45–54 87.6 93.4 89,500 153,363 45,000 82,570

55–64 86.8 91.3 142,098 276,618 60,000 160,000

65+ 39.6 68.1 197,433 371,643 82,000 140,000

Total 80.2 85.1 60,263 109,198 25,000 40,000

4 HILDA database customised data table supplied by ASFA.
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3.5 Age Pension
The Age Pension is intended to act as a 
‘safety net’ for those individuals who have not 
accumulated adequate savings to fund their own 
retirement.  The current Age Pension figures 
(including the Pension supplement) as at  
20 September 2012 are in Table 5. 

Table 5. Age Pension

Age Pension – Singles Age Pension - Couples

$20,088 $30,285

 
 

In comparison to the Comfortable ASFA 
Retirement Standard, the Age Pension is 
significantly lower, as in Table 6.

 
Table 6.  Age Pension versus ASFA comfortable 

lifestyle

Comfortable 
lifestyle
– single

Comfortable 
lifestyle
– couple

ASFA 
Comfortable 

$40,412 $55,316

Age Pension $20,088 $30,285

Difference 
from Age 
Pension

$20,324 $25,702

3.6 Age Pension dependency
For most Australians, retirement income will be provided through a combination of the three components.  
Grpah 1 and Graph 2 compare the retirement income sources of males and females over age 65.

Graph 1. 2011 Position of females age 65 and over Graph 2. 2011 Position of men age 65 and over

n Pension Full      n Pension Part      n Self-funded      n Employed

3%
9%

49%

40%

29%

30%

20%

21%
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Graph 3 compares the Age Pension dependency of females and males from age 65 throughout 
retirement. The graph demonstrates that more females than males rely on the Age Pension and that by 
age 85 almost two-thirds of females are relying entirely on the full Age Pension.
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Graph 3. Female versus male Age Pension dependency  30 June 2011
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3.7 The implications 
The implications if we do not improve female 
retirement savings are as follows:  

•	A significant number of females will continue to 
rely on the Age Pension.

  The $836 billion retirement savings gap is 
split $453 billion and $386 billion between 
males and females respectively.  At first glance 
it is encouraging that the gap for females is 
lower than males, however this needs to be 
interpreted with caution.  The calculation of 
the gap takes into account the Age Pension.  
As males, on average, have greater retirement 
savings than females, they receive less Age 
Pension benefits.  Further a lower number of 
males live to advanced ages when most retirees 
receive the full Age Pension.  Consequently, 
the female gap is effectively reduced through 
the Age Pension forming a greater part of their 
retirement benefit. 

  In essence, if we were to exclude the Age 
Pension from the RSG calculations, the female 
gap would be even higher when compared to 
the male gap.

•	The cost of funding the Age Pension will 
continue to increase.

  We are faced with an ageing population.  
According to the 2010 Intergenerational 
Report, in June 2012, the proportion of those 
age 65 and over in the Australian population 
was projected to reach 13.5%, up from 8.3% 
in 1970.  By June 2050, around 22.6% of the 
Australian population is projected to be aged 
65 and over.

  These changing demographics mean that the 
proportion of working age people is projected 
to fall, with only 2.7 people of working age to 
support each Australian aged 65 years and 
over by 2050 (compared to 5 working people 
per aged person today and 7.5 in 1970).  

  Age Pension costs are projected to increase 
from 2.7% to 3.9% of GDP by 2050.
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As indicated in Section 3 (Retirement income 
sources), retirement adequacy, or lack thereof, 
is a serious issue that affects most Australians.  
Unfortunately, due to the nature and structure of 
the compulsory superannuation system, females 
face additional challenges in saving for an 
adequate retirement income.

The challenges can be split into two types:

•	 lifecycle events

•	barriers.

All females will face some or all of these 
challenges during their lifetime and the 
accumulating effects on their retirement savings 
can be significant.  

4.1 Lifecycle events

4.1.1 Career break

Approximately 85% of females have children and 
they all take time out of work to bear and raise 
them resulting in a cessation of superannuation 
contributions.  According to ABS statistics, 4 the 
median age of females giving birth in 2011 was 
30.6 years.  Typically, the key years for career 
progression and promotional opportunities (30 to 
40) coincide with this career break.

There are statistics available to support this.  
For example, whilst 61.4% of law graduates 
are female, only about 22% of the most senior 
positions in law firms (as partners, principals, 
directors or in sole practice) are held by females5. 

The time required to look after children means 
mothers with three or more children rarely return 
to the workforce in a full-time capacity.  

4.1.2 Part time work

Many females return to part-time work for many 
years when their children are young.  Not only 
do these young mothers often work part time for 
an extended period, but their income will have 
stagnated during their career break.  In addition 
to missing out on salary increases due to missed 
promotional opportunities, some may even forgo 
standard annual salary increases (for example, 
annual CPI increases).  This also results in a 
reduction in superannuation contributions and 
sadly for many females, they never catch up.

There has also been a recent trend of 
casualisation of the workforce.  What were once 
permanent part time positions are now casual, 
particularly in the female dominated industries 
of retail and community services.  Casual 
positions do not provide paid annual or personal 
leave (on which super contributions are made) 
and employers are not required to pay SG to 
employees earning under $450 per month. 

4.1.3 Retiring early

As a general rule, married couples tend to retire 
together.  As there is a two year gap on average 
between the male and female, females tend to 
retire earlier than males.  The current average 
retirement age for females and males is 59 and 61 
respectively.  Early retirement leads to fewer years 
to accumulate retirement savings and more years in 
retirement for which an income is required.

4.1.4 Divorce

About one in three marriages end in divorce.  
Relationship breakdowns can cause financial 
devastation for all parties.  However, females 
with children tend to suffer the most.  Many 
females, particularly those with children who 
have remained out of the workforce, are unable 
to contribute significant amounts to their 
superannuation for extended periods.

What prevents females saving adequately  
for retirement?

4 http://www.abs.gov.au/ausstats/abs@.nsf/Products/3301.0~2011~Main+Features~Births?OpenDocument 
5 http://www.humanrights.gov.au/sex_discrimination/programs/women_leadership.html 
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6 Australian Government Actuary – Australian Life Tables 2005-07 (including historical mortality rates and improvement factors)
7 http://www.abs.gov.au/ausstats/abs@.nsf/Lookup/4125.0main+features2320Jul%202012 
8 http://www.humanrights.gov.au/sex_discrimination/publication/blueprint/Gender_Equality_Blueprint.pdf 

4.2 Barriers

4.2.1 Longevity

Mortality continues to improve, largely due to 
medical advances and individuals making a 
conscious decision to pursue a healthy lifestyle.  
As a result, more people than ever before reach 
retirement and then they live much longer.   
Table 7 shows the improvement in the average 
life expectancy of a 65 year old male and female 
since the beginning of last century.  

 
Table 7. Average life expectancy6

Year Male Female

1901-10 11.3 12.9

1920-22 12.0 13.6

1946-48 12.3 14.4

1960-62 12.5 15.7

1980-82 13.8 18.0

2000-02 17.4 20.8

2011 21 24

2031 24 26

2051 26 28

Table 7 shows that a 65 year old female today 
lives, on average, three years longer than a male 
and her retirement savings will need to last 24 
years.  As a female’s retirement income needs 
to last three years longer (on average), she must 
save more than a male (all else being equal).  

With the average account balance for females 
being 45% less than males, females effectively 
have to make less money last longer!

4.2.2 Pay gap

According to ABS Average Weekly Earnings as 
at February 2012, the gender pay gap stood at 
17.4%.  The gap between private and public 
sector is 20.8% and 12.9% respectively.  The 
biggest discrepancies can be found in financial 
services (33%).  On average, by the age of 45 to 
49, men are earning 27% more (reflecting  that 
female earnings are impacted by time out of the 
workforce to have children).  

The pay gap commences at the beginning of 
working life.  For example, the July 2012 ABS 
Gender Indicators7, show that the median starting 
salary for female graduates is $2,000 less than 
male graduates.

With our superannuation system linked to paid 
work, this pay differential carries through to 
superannuation contributions and retirement 
savings. 

4.2.3 Attitudes

The attitudes of individuals, business and society 
towards females in the work place could form 
the basis for a separate report and is outside 
the scope of this report.  However, it is worth 
highlighting just a few of the attitudinal issues 
that can, whether directly or indirectly, impact on 
female retirement savings.

Women in leadership

The lack of gender diversity in many Australian 
workplaces, including the lack of females in 
senior management positions and on Boards, 
has received a great deal of attention over recent 
years.  It is pleasing that many organisations 
are working towards gender diversity, and that 
the Australian Human Rights Commission has 
identified women in leadership as one of the key 
five priority areas in achieving gender equality as 
part of its 2010 Gender Equality Blueprint8.



15

1.0

15

4.0

9 “Women Matter”, McKinsey & Company, 2007.

There will be many benefits to the Australian 
economy and businesses by increasing the 
number of females holding leadership positions, 
including different perspectives and leadership 
styles that can be brought to the table.  
Additionally, various studies including a 2007 
McKinsey study9 have shown that companies 
with three or more females in senior management 
functions performed better than companies with 
no females in such positions.

Increasing the number of females in senior 
management would lead to more female friendly 
wokplaces and potentially more promotional 
opportunities.

One might ask how this issue is related to 
female retirement savings.  The remuneration 
for senior management and Board positions is 
greater, resulting in higher SG contributions and 
the opportunity for females to make their own 
voluntary savings in addition to the SG. 

The value of part time work

In many businesses, part time work bears 
a negative connotation and many part time 
workers are still not recognised as making a ‘full 
contribution’.  This is particularly relevant to 
females who have children as they will often be 
the primary carer and work part time to balance 
their personal and professional responsibilities.

There needs to be a change in perception, where 
contribution is measured by output (production) 
rather than the number of hours worked every 
week.  There should be no reason why part time 
workers, particularly if the part time work is a 
transition period to full time work whilst the 
children are young, should not be considered for 
promotion on merit.  

As an aside, measuring outcomes rather than 
input would lead to differential pay between 
workers doing the same job.  That is, high 
performing teachers would earn more than other 
teachers.  Some parts of society, particularly 
many trade unions, do not accept this concept

The value of certain occupations 

Pay inequity exists between different sectors 
with greater value placed on some types of 
work compared with others.  Traditionally, those 
industries dominated by females, for example, 
nursing, social work and retail, attract lower rates 
of pay than male-dominated industries.

The difference in ‘value’ can be traced to:

•	Traditionally, as the baby-boomers grew up, 
females were not viewed as the ‘breadwinners’, 
in fact, they were not permitted to work 
in many areas of the workforce.  Rather, 
they were viewed as homemakers and their 
employment contribution was not recognised 
or valued.  This led to unsound attitudes, 
including the coining of the phrase “women’s 
work”.

•	Males are likely to be more aggressive when it 
comes to asking for pay rises.  Studies show 
that females are less aggressive when it comes 
to putting themselves forward.   

The government recognises this issue and in 
May 2012 announced an historic pay rise for 
social and community services workers with pay 
increases of between 23% and 45% over the next 
eight years, beginning on 1 December 2012.
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Whilst some of the issues outlined in Section 4 
(What prevents females saving adequately for 
retirement?) can be addressed through a change 
in government policy, others cannot be solved 
overnight and will take the time and commitment 
of various entities, including government, employers 
and individuals.

Some of the solutions discussed in this section 
are not unique to Women In Super or Rice 
Warner, and have been supported by various 
industry participants.  Of course, there is 
no universal solution that will suit all, as 
circumstances will vary from individual to 
individual.  Consequently, adequacy will only be 
achieved through a package of solutions. 

5.1 Government
The government has the ability to refine and 
reform the existing superannuation system to 
ensure it is equitable for all participants.  We note 
the SuperStream initiative which will lead to the 
consolidation of superannuation accounts.  This 
will reduce the fees for many part-time workers 
who have superannuation with several funds.  
If members have a single fund, they are likely to 
be more engaged!  It is likely that more females 
are affected by multiple accounts than males 
due to the level of part time work and multiple 
employers.

Some of the initiatives the government could 
implement include:

5.1.1 Superannuation on paid parental leave

As indicated in Section 4.1.1 (Career break) 
females who choose to have children often spend 
an extended time out of the workforce.

Whilst the introduction of the government-funded 
paid parental leave scheme has provided much 
needed financial support to females who stop 
work to have children, the failure to include 
superannuation payments as part of the scheme 
means that contributions stop during this period.

5.1.2 Abolish the $450 monthly threshold

Individuals earning less than $450 per month 
from any employer do not have an entitlement to 
SG.  This is detrimental for females (and some 
males), who often work part-time or casually 
whilst raising a family.  To make matters worse, 
the threshold applies to each employer separately.  
In some industries where female participation on 
a part-time or casual basis is high, and working 
for multiple employers is common (for example, 
nursing or retail), many females are excluded 
from the SG system.

When the SG was introduced in 1992, the 
process for paying contributions was less efficient 
and many individuals did not hold superannuation 
accounts.  Hence, the justification for the 
threshold.  However, contribution processing is 
now far more efficient and most employees have 
a superannuation account.  Therefore the burden 
on employers today would be far less.

According to ASFA10, abolishing the threshold 
would benefit around 250,000 individuals, the 
majority female, and the cost to employers would 
be very modest.

5.1.3 Salary sacrifice contributions

Currently, employers do not have to allow their 
employees to make pre-tax salary sacrifice 
contributions to their superannuation fund unless 
it is specified in an industrial agreement.  Whilst 
some employers do allow this, there are many 
who don’t.

Rice Warner agrees with AIST’s recommendation 
that the Government make it compulsory for all 
employees to be provided with the opportunity to 
make pre-tax salary sacrifice contributions to their 
superannuation fund.

What are some potential solutions?

10 The number of commercial funds is more difficult to quantify as there are a large number of legacy products feeding into similar investment pools.
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5.2  Employers
Employers can, independently of any legislative 
requirements, implement policies to support 
female participation in the workforce.  This will 
in turn, allow females to save more for their 
retirement.  Some suggested initiatives could 
include: 

5.2.1 Support on maternity leave

Individuals on maternity leave should be supported 
whilst on leave by maintaining regular contact and 
providing them with the opportunity to remain 
voluntarily involved in some work events and 
on general email distribution lists.  Upon return 
to work, regardless of the basis, support should 
be provided to ensure the continuation of the 
individual’s chosen career path.  

If young mothers are given the opportunity to do 
some basic work on a part-time basis, they are 
more likely to return to their employer.

Employers could emulate Rice Warner and count 
maternity leave towards Long Service Leave.

5.2.2 Flexible working conditions 

In keeping with the philosophy of measuring 
outcomes rather than input (that is, hours 
worked in the office) employers can offer working 
conditions that will meet the requirements of 
females seeking various degrees of flexibility.  
Examples of flexible working conditions include:

•	 job sharing (even for senior positions)

•	part time work (even for senior positions)

•	work from home

•	flexible working hours.

Of course such conditions should also be made 
available to male employees.

5.2.3 Career opportunities 

Research indicates that in general, females 
are less likely to put themselves forward for a 
promotion.  Employers can assist females to 
reach their career goals by:

•	encouraging managers to identify females 
seeking promotion

•	providing opportunities for high potential 
females to demonstrate their ability

•	developing a mentoring programme to assist 
employees in their professional development.

5.2.4 Wage equality

Employers should formally track remuneration of 
all employees and ensure that females as a group 
do not fall behind their male peers.

5.2.5 Be innovative

Employers can also be innovative.  As an 
example, Rice Warner is currently trying to 
address the issue of longevity for its female staff 
on the basis that it is universal to all females 
and something that is outside their control.  
Recognising that its female employees will live, 
on average, for three years longer than males, 
Rice Warner undertook some simple modelling to 
calculate how much additional superannuation 
females would require to place them on an 
equal funding basis relative to males in terms 
of providing an equal income stream payable 
for the period of their average life expectancy at 
retirement.  The outcome was an additional 1.5% 
of superannuation over and above the 9% SG.

To progress the initiative, Rice Warner has applied 
for an exemption from the Sex Discrimination Act.  
Rice Warner will meet the cost as an employee 
benefit and in conjunction with the additional 
superannuation payment, will educate its female 
employees on the lifecycle events and barriers 
that prevent females saving adequately for 
retirement.   At the time of writing, Rice Warner 
is awaiting a decision from the Human Rights 
Commission.

Whilst Rice Warner is not advocating that 
this should be a compulsory measure, it is an 
example of how an employer can be innovative 
and assist its female employees to increase their 
retirement savings.
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5.3 Superannuation funds
Superannuation funds can play a role in assisting 
their female members’ to improve their retirement 
savings.  Funds could, for example:

•	Target communication material for females to 
educate them on the challenges they face in 
saving for an adequate retirement.

•	Provide members with personalised benefit 
projections to demonstrate their personal 
’savings gap’.   

•	 Introduce a policy to freeze fees while a 
member is on parental leave – this would also 
assist to build loyalty with members.

•	Link the accounts of couples to make benefit 
projections more meaningful and only charge 
one set of fees across both accounts.

Note that young people are not interested in 
superannuation as retirement appears to be 
so far away.  However, it should be possible to 
encourage parents and grandparents to make 
non-concessional contributions as gifts for 
young people.  This will lead to government co-
contributions and boost their balances early in 
life.  The message needs to be spread!

5.4 Individuals
Individuals have the power to improve their own 
retirement savings position.  Steps individuals can 
take include:

•	Voluntary contributions.  Starting young is 
the key.  If a female can make additional 
contributions in her 20’s, these contributions 
will go some way to compensate for the likely 
pause in contributions during her 30’s.  She 
will also have the benefits of compound interest 
on her higher benefit over many years.

•	Co-contribution.  For those females earning 
less than $31,920, any voluntary contributions 
will be matched by the government, up to a 
maximum of $1,000.  For females earning 
more than $31,920 but less than $61,920 the 
matching rate reduces by 3.33 cents for every 
additional dollar earned.

•	Work longer by deferring retirement. The 
benefit of working longer is threefold, it 
extends the period of contributions, earns 
income for longer on the accrued benefit and 
defers cosumption of retirement savings which 
will be needed for a shorter period.
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The following case studies demonstrate the impact 
of the lifecycle events and barriers on female 
retirement savings.  We have measured actual 
income (based on projected savings) that these 
case studies are likely to receive in retirement 
against the income which could be considered 

as ‘adequate’ to provide a comfortable lifestyle in 
retirement up until life expectancy.  This income 
is based on the ASFA Comfortable Retirement 
Standard which is currently $40,391 p.a. in 
today’s dollars.

Case studies

Table 8. Case study parameters

Case 
study

Single/
Couple

Sex Age
Income

$

Current 
Super 

Savings $

Super Contributions
(% of Gross Salary) Career 

Break
Retirement 

Age
Homeowner/

Renter
Employer Member

1 Single M 20 35,000 Nil 9 Nil 0 67 Homeowner

2 Single F 20 34,300 Nil 9 Nil 0 67 Homeowner

3 Single F 20 34,300 Nil 9 Nil 51 67 Homeowner

4 Single F 20
34,300 
initially3 Nil 9 Nil 0 67 Homeowner

5 Single F 20
34,300 
initially3 Nil 9 Nil 51 67 Homeowner

6 Single F 20
34,300 
initially3 Nil 9 Nil 102 67 Homeowner

7 Single M 20 35,000 Nil 9 Nil 0 62 Homeowner

8 Single F 20 34,300 Nil 9 Nil 0 60 Homeowner

1  First year off work and then two years part time (3 days per week), another year off for a second child and then one year part time (3 days per week).  The career break 
starts at age 30.

2  First year off work and then two years of casual work earning $450 per month, then another year off for a second child followed by six years of casual work (again earning 
$450 per month).  The career break starts at age 30.

3  For these case studies the starting salary begins with a 2% pay gap at $34,300, however, the female receives lower promotional salary increases between the ages of 30-
40.  The net effect of the lower salary scale would be a 17.5% pay difference from age 40 to retirement (without the career break).

The results are summarised in Table 9.  Further details for each case study follow after Table 9.

Table 9. Case study results

Case 
Study

Projected savings 
at retirement

Required balance 
at retirement

Retirement 
savings gap

Number of years 
on full Age 

Pension 

Additional 
contribution rate 

required

1 435,200 569,900 134,700 6 3.6 

2 426,500 613,000 186,500 8 5.2 

3 382,500 613,000 232,500 11 7.2 

4 382,100 613,000 230,900 11 7.1 

5 348,500 613,000 266,600 13 9.0

6 295,800 613,000 327,200 16 13.4

7 364,100 663,900 299,800 19 9.7 

8 330,800 819,600 488,800 26 17.4 
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6.1 Case study 1 - male
This case study forms the base case from which 
comparisons can then be made.  The parameters 
have been chosen to reflect those of a typical  
20 year old male entering the workforce today.

We estimate that:

•	his superannuation balance at retirement will 
be approximately $435,200

•	 in order to receive an adequate retirement 
income until his life expectancy (age 93) his 
superannuation balance at retirement needs to 
be approximately $569,900

•	his Retirement Savings Gap is $134,700

•	 to achieve adequacy until his life expectancy:

  –  he will need to pay total contributions of 
12.6% of his gross salary (this is an increase 
of 3.6% from 9.0%).

Graph 4 shows the annual income he is 
estimated to receive as a result of retiring at  
age 67. It shows that:

•	From the start of his retirement he is able to 
supplement his pension drawdown with the 
Age Pension.

•	He has an adequate retirement income up to 
and including age 87. This is six years before 
his life expectancy.

•	From age 88 onwards his only source of 
income is the Age Pension.
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Retirement income (today’s dollars)

50th Percentile 75th Percentile 90th Percentile

67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 100 101 102 103 104 105 106 107

Graph 4. Case study 1 – Retiring at age 67
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6.2 Case study 2 - female
This case study shows the impact of lower pay 
on the retirement outcomes of females.  We have 
modelled the scenario where a female earns 
less than the male from the commencement of 
working life.

We estimate that:

•	her superannuation balance at retirement will be 
approximately $426,500 which is $8,700 less 
than the retirement balance of case study 1

•	 in order to receive an adequate retirement 
income until her life expectancy (age 94) her 
superannuation balance at retirement needs to 
be approximately $613,000

•	her Retirement Savings Gap is $186,500 
which is $51,800 greater than case study 1

•	 to achieve adequacy until her life expectancy:

 –  she will need  to pay total contributions of 
14.2% of her gross salary (this is an increase 
of 5.2% from 9.0%).

Graph 5 shows the annual income that she is 
estimated to receive as a result of retiring at  
age 67. It shows that:

•	From the start of her retirement she is able to 
supplement her pension drawdown with the 
Age Pension.

•	She has an adequate retirement income up 
to and including age 86.  This is eight years 
before her life expectancy.

•	From age 87 onwards her only source of 
income is the Age Pension.

Potential solution

If she made contributions of $20 per week to 
her super (increasing in line with her salary) 
for her entire working life, her savings would 
be increased by $109,700 to $536,200.  This 
would provide an adequate retirement income for 
an additional five years.
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Graph 5. Case study 2 – Retiring at age 67
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6.3  Case study 3 – female with career 
break

This case study shows the impact of a five year 
career break on the retirement outcomes of 
females who take time off work to raise a family.  
In the first year, she takes the entire year off to 
give birth to and care her first child and then 
works part time (three days per week) for two 
years.  She then takes another full year off for the 
birth and care of her second child and another 
year of part time work before returning to full 
time work.  We have assumed that the salary 
paid whilst working part time is equivalent to the 
full time salary reduced pro-rata according to the 
number of days worked.

We estimate that:

•	her superannuation balance at retirement will be 
approximately $380,500 which is $54,700 less 
than the retirement balance of case study 1

•	 in order to receive an adequate retirement 
income until her life expectancy (age 94) her 
superannuation balance at retirement needs to 
be approximately $613,000

•	her Retirement Savings Gap is $232,500 
which is $97,800 greater than case study 1

•	 to achieve adequacy until her life expectancy:

  –  she will need  to pay total contributions of 
16.2% of her gross salary (this is an increase 
of 7.2% from 9.0%).

Graph 6 shows the annual income that she is 
estimated to receive as a result of retiring at  
age 67. It shows that:

•	From the start of her retirement she is able to 
supplement her pension drawdown with the 
Age Pension.

•	She has an adequate retirement income up to 
and including age 83.  This is 11 years before 
her life expectancy.

•	From age 85 onwards her only source of 
income is the Age Pension.

Potential solutions

•	 If superannuation contributions were paid on 
the government parental leave scheme (18 
weeks at minimum wage) her savings would 
be increased by $1,700 to $382,200 at 
retirement.

•	 If superannuation contributions were paid 
as per the coalition’s proposed policy (26 
weeks on full salary, capped at $150,000) 
her savings would be increased by $11,900 
to $392,400 at retirement.  This would 
provide an adequate retirement income for an 
additional one year.

•	 If she made contributions of $20 per week to 
her super (increasing in line with her salary) 
for her entire working life her savings would 
be increased by $98,000 to $478,500.  This 
would provide an adequate retirement income 
for an additional five years.
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Graph 6. Case study 3 – Retiring at age 67
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6.4  Case study 4 – female with  
pay gap

This case study shows the impact of lower pay 
on the retirement outcomes of females.  We have 
modelled the scenario where a female graduate 
receives 17.5% lower pay than a male graduate 
with equivalent qualifications.

We estimate that:

•	her superannuation balance at retirement will be 
approximately $382,100 which is $53,100 less 
than the retirement balance of case study 1

•	 in order to receive an adequate retirement 
income until her life expectancy (age 94) her 
superannuation balance at retirement needs to 
be approximately $613,000

•	her Retirement Savings Gap is $230,900 
which is $96,200 greater than case study 1

•	 to achieve adequacy until her life expectancy:

  –  she will need  to pay total contributions of 
16.1% of her gross salary (this is an increase 
of 7.1% from 9.0%).

Graph 7 shows the annual income that she is 
estimated to receive as a result of retiring at  
age 67. It shows that:

•	From the start of her retirement she is able to 
supplement her pension drawdown with the 
Age Pension.

•	She has an adequate retirement income up to 
and including age 83.  This is 11 years before 
her life expectancy.

•	From age 85 onwards her only source of 
income is the Age Pension.

Potential solution

If she made contributions of $20 per week to her 
super (increasing in line with her salary) for her 
entire working life her savings would be increased 
by $98,500 to $480,600. This would provide an 
adequate retirement for an additional five years.
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Graph 7. Case study 4 – Retiring at age 67
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6.5  Case study 5 – female with career 
break and pay gap

This case study shows the impact of a career 
break and lower pay on the retirement outcomes 
of females who take time off work to raise a 
family.  The career break is consistent with the 
break taken by case study 3 and the lower pay is 
consistent with that experienced by case study 4.

We estimate that:

•	  her superannuation balance at retirement will be 
approximately $346,400 which is $88,800 less 
than the retirement balance of case study 1

•	 in order to receive an adequate retirement 
income until her life expectancy (age 94) her 
superannuation balance at retirement needs to 
be approximately $613,000

•	her Retirement Savings Gap is $266,600 
which is $131,900 greater than case study 1

•	 to achieve adequacy until her life expectancy:

  –   she will need  to pay total contributions of 
18.0% of her gross salary (this is an increase 
of 9.0% from 9.0%).

Graph 8 shows the annual income that she is 
estimated to receive as a result of retiring at  
age 67. It shows that:

•	From the start of her retirement she is able to 
supplement her pension drawdown with the 
Age Pension.

•	She has an adequate retirement income up to 
and including age 81. This is 13 years before 
her life expectancy.

•	From age 83 onwards her only source of 
income is the Age Pension.

Potential solutions

•	 If superannuation contributions were paid on 
the government parental leave scheme (18 
weeks at minimum wage) her savings  would 
be increased by $1,700 to $348,100 at 
retirement.

•	 If superannuation contributions were paid 
as per the coalition’s proposed policy (26 
weeks on full salary, capped at $150,000) 
her savings would be increased by $7,300 
to $353,700 at retirement.  This would 
provide an adequate retirement income for an 
additional one year.  

•	 If she made contributions of $20 per week to 
her super (increasing in line with her salary) 
for her entire working life her savings would 
be increased by $89,500 to $435,900.  This 
would provide an adequate retirement for an 
additional five years.
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Graph 8. Case study 5 – Retiring at age 67
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6.6  Case study 6 – female with 
extended career break and  
pay gap

This case study shows the impact of a career 
break and lower pay on the retirement outcomes 
of females who take time off work to raise a 
family.  The career break for her consists of one 
year off work to give birth to and care for her first 
child followed by two years of casual work earning 
under $450 per month (at this rate of pay no 
superannuation contributions are payable on her 
salary).  Another full year is then taken off to give 
birth to and care for her second child followed by 
six years of part time work on the same basis.  The 
lower pay in years of full time work is consistent 
with that experienced by case study 4.

We estimate that:

•	her superannuation balance at retirement 
will be approximately $286,000 which is 
$149,200 less than the retirement balance of 
case study 1

•	 in order to receive an adequate retirement 
income until her life expectancy (age 94) her 
superannuation balance at retirement needs to 
be approximately $613,000

•	her Retirement Savings Gap is $327,000 
which is $192,300 greater than case study 1

•	 to achieve adequacy until her life expectancy:

  –   she will need to pay total contributions of 
22.4% of her gross salary (this is an increase 
of 13.4% from 9.0%).

Graph 9 shows the annual income that she is 
estimated to receive as a result of retiring at  
age 67. It shows that:

•	From the start of her retirement she is able to 
supplement her pension drawdown with the 
Age Pension.

•	She has an adequate retirement income up to 
and including age 78.  This is 16 years before 
her life expectancy.

•	From age 80 onwards her only source of 
income is the Age Pension.

Potential solutions

•	 If superannuation contributions were paid on 
the government parental leave scheme (18 
weeks at minimum wage) her savings would 
be increased by $1,700 to $287,700 at 
retirement.

•	 If superannuation contributions were paid 
as per the coalition’s proposed policy (26 
weeks on full salary, capped at $150,000) 
her savings would be increased by $6,900 to 
$292,900 at retirement.  

•	 If she made contributions of $20 per week to 
her super (increasing in line with her salary) 
for her entire working life her savings would 
be increased by $74,200 to $360,200.  This 
would provide an adequate retirement for an 
additional four years.
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Graph 9. Case study 6 – Retiring at age 67



6.0

Valuing females and rewarding them in retirement  I  Research Report26

6.7 Case study 7 – male retiring early 
This case study is the same as case study 1 but 
with an earlier retirement age of 62.  This is set 
at two years older than the female in case study 8 
to reflect the average two year age gap between a 
male and female couple.

We estimate that:

•	his superannuation balance at retirement will 
be approximately $364,100

•	 in order to receive an adequate retirement 
income until his life expectancy (age 93) his 
superannuation balance at retirement needs to 
be approximately $663,900

•	his Retirement Savings Gap is $299,800

•	 to achieve adequacy until his life expectancy:

  –  he will need to pay total contributions of 
18.7% of his gross salary (this is an increase 
of 9.7% from 9.0%).

Graph 10 shows the annual income that he 
estimated to receive as a result of retiring at  
age 62. It shows that:

•	He is not able to receive Age Pension payments 
until he reaches the pension eligibility age of 67.

•	He has an adequate retirement income up to and 
including age 74.  This is 19 years before his life 
expectancy.

•	From age 76 onwards his only source of income 
is the Age Pension.
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Graph 10. Case study 7 – Retiring at  age 61
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6.8  Case study 8 – female retiring 
early

The average retirement age for females is 
currently two years lower than that of males. 
For this case study we have assumed the same 
features as those given to case study 2. However, 
this case study will retire at age 60 (note: the 
current average retirement age for females is 59, 
but case study 8 will not be able to access her 
super until age 60 by the time she retires).

We estimate that:

•	her superannuation balance at retirement will be 
approximately $330,800 which is $33,300 less 
than the retirement balance of case study 7

•	 in order to receive an adequate retirement 
income until her life expectancy (age 94) her 
superannuation balance at retirement needs to 
be approximately $819,600

•	her Retirement Savings Gap is $488,800 
which is $189,000 greater than case study 1

•	 to achieve adequacy until her life expectancy:

  –    she will need to pay total contributions 
of 26.4% of her gross salary (this is an 
increase of 17.4% from 9.0%).

Graph 11 shows the annual income that she is 
estimated to receive as a result of retiring at  
age 60. It shows that:

•	She is not able to receive Age Pension  
payments until she reaches the pension 
eligibility age of 67.

•	She has an adequate retirement income up to 
and including age 68.  This is 26 years before 
her life expectancy.

•	From age 70 onwards her only source of 
income is the Age Pension.

Possible solution

•	 If superannuation contributions were paid on 
the government parental leave scheme (18 
weeks at minimum wage) her savings would 
be increased by $85,300 to $416,100. This 
would provide an adequate retirement for an 
additional five years.
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Graph 11. Case study 8 – Retiring at age 60
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A.1 Integration with Age Pension
In order to show benefits which take into account 
the Age Pension, we need to take means-
testing into account.  This requires us to make 
assessments about the individual’s marital 
status, home ownership and assets outside 
superannuation.

As all the case studies are based on people 
earning less than twice MTAWE, we have ignored 
assets held outside superannuation.  In general, 
this is reasonable as wealth is skewed towards 
those earning higher incomes.

A.2 Economic Assumptions
The main economic assumptions are:

•	7.5% p.a. gross return on the accumulation of 
assets

•	1.2% p.a. in fees

•	4.1% p.a. general wage inflation

•	2.5% p.a. general price inflation.

A.3 Taxation
We have made assumptions about future taxation 
as follows:

•	15% tax on all future employer (concessional) 
contributions

•	6% investment tax on the investment roll up to 
retirement, 0% thereafter.

The investment tax assumption is less than the 
15% levied on investments of superannuation 
funds, but makes implicit allowance for 
imputation credits used by funds to offset the tax 
and the 10% capital gains concession available 
to super funds.

This results in an effective net investment return 
of 5.9% prior to retirement, after allowing for tax 
and expenses.

A.4 Mortality
In respect of post-retirement mortality, we have 
assumed mortality rates in accordance with the 
Australian Life Tables 2005-07 as published by 
the Australian Government Actuary.  We have also 
made allowance for improvements in mortality 
rates based on the 25-year improvement trend 
as published in the report on the Australian Life 
Tables 2005-07.

A.5 Adequacy
The calculation results are heavily dependent 
on the definition of ‘adequacy’ in retirement.  
We have assumed a superannuation benefit 
to be adequate if it can provide an indexed 
income stream in retirement equal to the ASFA 
comfortable retirement standard which is 
currently $40,391 p.a. for singles.

A.6 Current savings
Since all case studies are at the beginning of  
their career (age 20), we have assumed that they 
have no superannuation savings at the start of 
the projection.

A.7 Promotional Salary Increases
For Case studies 1 to 3, 7 and 8 we have assumed 
a promotional salary scale consistent with those 
used in the superannuation industry.  For Case 
studies 4, 5 and 6 a lower salary scale has been 
used so that between the ages of 30 and 40 
the female salary will only rise so far as to be 
equivalent to 82.5% of the male salary.  Sample 
promotional increases are shown in Table 10.

Table 10. Promotional Salary Increases

Age
Promotional Salary 

Increase – Case 
studies 1-3, 7, 8

Promotional Salary 
Increase – Case 
studies 4, 5, 6

20 7.5% 7.5%

30 2.2% 1.0%

40 0.6% 0.1%

50 0.1% 0.1%

60 0.0% 0.0%

Appendix A Case study Assumptions
The main assumptions are detailed in the following sections.
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A.8 Drawdown Rates
We have assumed that retirees will drawdown 
their superannuation savings at their ‘adequate’ 
income rate until their savings have been 
depleted.  The drawdown rate has been 
determined with reference to potential Age 
Pension benefits (if applicable) and any minimum 
drawdown rates.  That is the drawdown rate 
plus any Age Pension benefits will be equal to a 
retiree’s ‘adequate income’.

A.9 Age Pension
The Age Pension forms one of the pillars that 
comprise the Australian ‘three-pillar’ retirement 
income structure (the other pillars are the 
Superannuation Guarantee and voluntary 
contributions into superannuation).  As the 
calculations undertaken for these case studies 
are at an individual level, we have shown results 
explicitly with allowance for the Age Pension.

In calculating the effect of the Age Pension, we 
have allowed for the gradual increase in the Age 
Pension eligibility age that was made in the  
May 2009 Budget. Table 11 sets out the details 
of the gradual increases to the eligibility age for 
the Age Pension.

A.10 Career Breaks
We have made allowance for career breaks as 
stipulated in each case study.  Where a career 
break is taken, we have assumed the individual 
re-enters the workforce at the same level of 
income as before the break, allowing for general 
wage inflation.

A.11 Concessional Contributions Cap
The May 2009 Budget introduced an age-
based cap on concessional contributions.  From 
the 2009-10 financial year, the maximum 
total concessional contributions that persons 
aged under 50 can make have been halved to 
$25,000 p.a. (indexed).  The existing cap for 
those aged 50 remained at $50,000 but from 
July 2012 was reduced to be in line with the 
prevailing cap for those aged under 50.

Generally speaking, persons with the ability to 
breach the concessional contributions cap are 
unlikely to have an inadequate retirement income.

Table 11. Changes to Age Pension Eligibility Age

Date
New age  

Pension age
Affects people born Current age

1 July 2017 65.5 1 July 1952 – 31 December 1953 55.5 to 57

1 July 2019 66.0 1 January 1954 – 30 June 1955 54 to 55.5

1 July 2021 66.5 1 July 1955 – 31 December1956 52.5 to 54

1 July 2023 67.0 1 January 1957 onwards Up to age 52.5
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