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Dear Sir/Madam,
Re: Submission to ‘Legislating the objective of superannuation’

The following is our submission to the Consultation paper on ‘Legislating the objective of superannuation’
(issue date: 20 February 2023) by the Griffith Centre for Personal Finance and Superannuation (GCPFS),
Griffith University, Queensland. The Centre is a source of expertise and excellence in four distinct
streams: Personal finance and superannuation; Investment; Professionalisation of financial services; and,
Financial education. This submission was co-authored by the following researchers:

e Dr Robert Bianchi, Professor of Finance, Griffith Business School, Griffith University.
e Dr Michael Drew, Professor of Finance, Griffith Business School, Griffith University.

The Australian Government proposes the objective of superannuation to be defined as follows:

“The objective of superannuation is to preserve savings to deliver income for a dignified
retirement, alongside government support, in an equitable and sustainable way.”

For many years, we have called for the legislating of an objective for superannuation. Therefore, our
remarks in this submission will focus on Question 2, that is, ‘Does the proposed objective meet your
understanding of the objective of the superannuation system in Australia?

Goal to preserve savings:

Superannuation as a means to ‘preserve savings’ is a foundational requirement of Australia’s retirement
system. The accumulation of long-term savings in superannuation is a necessity in order to build wealth
for the purpose of generating retirement income. The design of the preservation of savings and the
accumulation of superannuation wealth must provide a solution for the provision of retirement income
(Drew and West, 2021). A recent exception to this objective was experienced during the COVID-19
pandemic in 2020. Studies on the Early Release Scheme (ERS) in superannuation in 2020 reveals poor
decision making and use of funds by some individuals (Bateman, Dobrescu, Liu, Newell and Thorp, 2022).
Hamilton, Liu and Sainsbury (2023) reveal the ERS resulted in suboptimal retirement saving outcomes
for those individuals that exercised early access to their superannuation.

Goal to deliver income:

Whilst steady and adequate real retirement income is the main objective of superannuation, there may
be instances in retirement when drawing lump sums are necessary. For instance, one-off lump sum
payments may be essential to meet unexpected medical expenses in retirement (eg. heart surgery, knee
replacement, cancer treatment, etc) and/or aged care needs (Drew, Walk and West, 2016).
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Deliver income for a dignified retirement:

It is important that policymakers don’t confuse retirement income with retirement income adequacy. The
current data suggests that some Australian retirees (eg. women and indigenous Australians) experience
relatively ‘low’ living standards in retirement (Basu and Drew, 2009; Bianchi, Drew, Walk and Wiafe,
2016). However, overall, the 2022 Natixis Global Retirement Index ranks Australia at Number 6 out of 25
best countries to retire in.

Longeuvity risk:

Itis important to acknowledge the issue of longevity risk when considering financial security and wellbeing
in retirement. With the advent of medical and technological advancements, life expectancy continues to
elongate. Any consideration of what a ‘dignified’ retirement might mean, needs to address adequacy,
inflation, and longevity risk. Given the defined contribution nature of Australia’s retirement system, where
individuals bear these risks, the ability of one’s retirement nest egg to sustainably meet their retirement
income needs (or otherwise), are of central concern (Drew and Walk, 2015).

Super needs to be equitable and sustainable:

The objective of superannuation needs to fully incorporate and treat imbalances and inequities across
Australian communities, such as gender inequality, casualisation of the labour market, and indigenous
Australians, amongst others (Basu and Drew, 2009; Bianchi, Drew, Walk and Wiafe, 2016).
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