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Introduction 
The definition and statement of objectives of the superannuation system in Australia is 
a critical issue for the welfare of Australians and the sustainability of government 
services to Australians.  

The right goal for superannuation funds is to provide their members with an adequate 
income for all their retirement years.  Income should always have been the goal for the 
superannuation system, and it is pleasing to note public debate in the last year has 
supported the premise that retirement income is the real target for superannuation 
funds. 

IITG strongly supports Treasury’s efforts to include the objective holistically in 
legislation and in the way successive Governments will consider the wide impact of any 
changes to policy in this area. 

The Objective of Superannuation  
The principles that IITG would like to see in the Government’s version of the 
objectives of superannuation are as follows:- 

• The purpose of saving throughout your working life is to defer saving now so 
that you can spend in retirement.  Therefore the goal of superannuation is to 
provide an income in retirement. 

• There needs to be a determination of adequacy of the income stream that a 
person can achieve in retirement, and at income above a certain level, any tax 
advantages allowed to individuals should be progressively reduced to nil, such 
that the state is not funding excessive incomes well above adequacy. 

• The system should work effectively for all Australians, including those who can’t 
work for periods, and therefore have to rely on the age pension supplementing 
their retirement savings. 

• The system has to allow people to manage longevity risk, or have structures 
that will allow it to be managed for them. 

• The system should, in maturity, lead to a reduction in people relying on the age 
pension and therefore a reduction of the cost of superannuation to 
government. 

Therefore IITG suggests that the objective of superannuation be defined as follows - 

The Objective of Superannuation is 

To provide adequate income for all Australians through all their retirement 
years; 

Recognising that the system should  

• Work for all Australians fairly, 
• Allow Australians to manage the risks that they face in retirement, 

and 
• Assist in the sustainable provision of the age pension to Australians 

in need.  
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Discussion 
Important definitional work will need to be included in the Objective of Superannuation 
to ensure the legislation remains relevant and concise in years to come.  Adequacy is a 
well-used term but has a different meaning (or more importantly income amounts) for 
every Australian.  Some may live on a fraction of their pre retirement income, which 
would make a 75% replacement ratio of past income not a useful definition.  Others 
who have lived on small weekly income relative to AWOTE1 would most likely want to 
remain as close to their past income as they possibly can, and would see a 75% 
replacement ratio as the minimum.  The series created by ASFA2 of modest or 
comfortable income levels will be useful in this definitional work. 

The Objective states ‘for all Australians’ as the retirement system must take into 
account all those in the system, those who have been able to save and those who 
couldn’t, and ensure that we provide for them. 

The Objective should also help policymakers by adding some other conditions.  IITG’s 
suggestion is that the Objective should “recognise that the system should” do some 
essential things.  In particular the system should be fair, and be fair in its application.  
This should recognise the need to help avoid poverty, but also ensure people do not 
receive unfair benefits above a certain level of adequate income.   

The financial risks faced in retirement are not well understood, nor do we yet have a 
well-developed market for products that manage those risks.  This has been the subject 
of other consultation but it is essential that the constraints identified in the Retirement 
Income Streams consultation with Treasury be dealt with.  Only then can people 
manage the longevity risk they face, probably best done through pooling, or in 
individual deferred annuity contracts.   

Finally the Objective should recognise that there will always be age pensions paid by 
Government.  There will always be less fortunate people who have not been able to 
save enough to provide for themselves throughout retirement.  So it is important for 
the Objectives to say that the Government will provide for those people, and that 
Superannuation savings system will operate within policy settings that support and 
promote structures that help people provide for themselves in retirement.  It is hoped 
that as the system moves to maturity (in say 2035), with the creation of suitable 
superannuation policy aimed at fulfilling the Objectives as set out above, that the 
burden of the age pension on Government will be declining.     

 

Income Is The Goal 
Income Is The Goal (IITG) is a business created by Tony McFadyen in June 2014.  The 
business was created to help fiduciaries move fund strategy from wealth accumulation 
to focussing on retirement income for individuals.   

 

                                            
1 http://www.abs.gov.au/ausstats/abs@.nsf/Lookup/6302.0main+features8Nov%202014 
2 http://www.superannuation.asn.au/resources/retirement-standard/ 


