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Australia – superannuation and the household sector  
 

This note looks at the Australian superannuation scheme and its impact on household saving 
and national saving. It also looks at household wealth in Australia, and compares the results, 
where possible, with those for New Zealand. 

1. Superannuation 

Studies on additional saving from compulsory superannuation 

While there has been substantial debate in both Australia and New Zealand about the impact 
of compulsory superannuation on overall saving in Australia, there appear to have been few 
empirical studies done on this issue. Two of the more substantial studies, which are often still 
referred to by commentators, were undertaken by staff of the Reserve Bank of Australia: 

 Connolly and Kohler (2004) is an econometric study using macroeconomic data. The 
authors found that for each dollar increase in compulsory superannuation 
contributions, voluntary saving decreased by 38 cents. In other words, a one dollar 
increase in compulsory savings increased private household saving by 62 cents. The 
authors note though that if the employers contribution had been paid out in wages then 
13 cents in every dollar of this would have been saved by households.1 This suggests 
that a one dollar increase in compulsory super contributions will increase voluntary 
saving by 49 cents (62 cents minus 13 cents) rather than by 62 cents. From their 
findings, the authors found that in 2001/02 household saving would have been around 
1.5 to 2.0 percent of GDP lower if the compulsory superannuation scheme had not 
been in place. 
 

 Connolly (2007) uses household-level data on wealth from the 2002/2003 wave of the 
HILDA survey. The study found that an extra dollar in a household’s compulsory 
pension accounts added between 70 and 90 cents to household wealth. Note that these 
figures relate to stocks in superannuation funds, rather than the flows into 
superannuation funds used in the Connolly and Kohler study. Stocks include capital 
earnings as well as accumulated contributions. Connolly also found that receiving 
compulsory contributions increased the likelihood of households voluntarily saving 
for retirement in pension accounts.     
 

Estimating additional saving from compulsory superannuation since 2001/02 

We estimated the amount of compulsory contributions to superannuation funds made by 
employers in 2001/02 and subsequent years. This was done using data from the ABS on 
compensation of employees. Compulsory employer contributions were estimated by 

                                                            
1 The figures of 38 cents and 13 cents come from a regression which expresses voluntary saving as function of 
labour income, wealth, the ratio of household debt to income, and compulsory superannuation contributions. 
The coefficient on compulsory superannuation contributions was 0.38 and the coefficient on labour income 
was 0.13.   
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multiplying compensation of employees by the ‘super guarantee rate’ and subtracting 15% off 
this value in order to account for tax. The super guarantee rate was 8% in 2001/02 and 9% in 
subsequent years.2 

For each year, the impact on household saving was calculated by multiplying after-tax 
compulsory employer contributions by 0.62 (the figure from Connolly and Kohler). An 
alternative estimate was produced by multiplying contributions by 0.49. 

These resulting figures give us an indication of the likely impact of compulsory 
superannuation on household saving.  

Tax concessions on compulsory superannuation 

To look at the likely impact of compulsory superannuation on national saving, we also look at 
what the scheme is costing government. These costs come largely in the form of tax 
concessions. Fortunately the Australian Treasury publishes annual statements on tax 
expenditures. A tax expenditure is a tax concession that provides a benefit to a specified 
activity or class of taxpayer.  

The Australian Treasury provides data for 2009 on aggregated tax expenditures for funded 
superannuation.3 However these figures appear to cover all funded superannuation rather than 
just the compulsory component of superannuation. APRA data was used to split this data and 
estimate the costs related to compulsory superannuation.  

Results 

Table 1 shows the results where additional household saving is taken to be 62% of 
compulsory superannuation contributions. In table 2 additional household saving is taken to 
be 49% of compulsory contributions.  

Table 1: With additional HH saving of 62 cents in the dollar 
 

2001‐02 2002‐03 2003‐04 2004‐05 2005‐06 2006‐07 2007‐08 2008‐09

Additional houshold saving, $m 15,647       18,592       19,832       21,395       23,106       25,315       27,292       28,885      

% of GDP 2.1 2.3 2.3 2.3 2.3 2.3 2.3 2.3

Net tax concessions 8166 7938 11129 12731 15960 19661 21909 18985

% of GDP 1.1 1.0 1.3 1.4 1.6 1.8 1.9 1.5

Additional national saving, $m 7481 10653 8703 8664 7145 5655 5382 9900

% of GDP 1.0 1.3 1.0 0.9 0.7 0.5 0.5 0.8  

Table 2: With additional HH saving of 49 cents in the dollar 

2001‐02 2002‐03 2003‐04 2004‐05 2005‐06 2006‐07 2007‐08 2008‐09

Additional houshold saving, $m 12,366       14,693       15,674       16,909       18,261       20,007       21,569       22,829      

% of GDP 1.6 1.8 1.8 1.8 1.8 1.8 1.8 1.8

Net tax concessions 8166 7938 11129 12731 15960 19661 21909 18985

% of GDP 1.1 1.0 1.3 1.4 1.6 1.8 1.9 1.5

Additional national saving, $m 4200 6755 4544 4178 2301 347 ‐340 3844

% of GDP 0.6 0.8 0.5 0.5 0.2 0.0 0.0 0.3  

                                                            
2 Annual super guarantee rates are listed in APRA (2009), p48. 
3 Table D1, Treasury (2010) 
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As can be seen from Table 1, in 2008/09 additional household saving was estimated as being 
2.3% of GDP. But this was offset by net tax concessions equal to 1.5% of GDP, giving 
additional national saving of 0.8% of GDP (2.3% minus 1.5%).4 The results for Table 2 are 
lower, with additional national saving in 2008/09 of only 0.3%.  

The impact of superannuation on pension payouts 

These estimates don’t take account of the impact of benefit payments from funded 
superannuation on government payments of the means-tested pension. These government 
payments on pensions will be lower than they would have been without the superannuation 
scheme. Hence government saving, and also national saving, will be higher.   

Unfortunately it is difficult to find estimates of how this will affect government saving; 
published data on superannuation scenarios seems to be quite scarce.  

Harmer (2009) suggests that the impact of the superannuation scheme on payments of the 
means-test benefit will be quite low. He says that Treasury estimates show that as the 
superannuation scheme matures over the years to 2050 it will reduce the spending on means-
tested pensions by only 6%.5 However this figure does not appear to be correct, given the 
figures in table 3. The proportion of the over-65s receiving no pension increases by 6%, 
which would by itself give a decline in total pension payments of 6%. But there is also an 
increase of 19% in the proportion of the over-65s receiving only a part pension. If on average 
these people receive half of the full pension, this would result in a further 9.5% decline in 
total pension payments. This would bring the total decline in the pension payout to around 
15%.  

Table 3 Proportion of the over 65 population in Australia receiving the means-tested pension  

 2009 2050 

Full pension 55% 28% 

Part pension 25% 44% 

No pension 20% 26% 

Sources: New Zealand Treasury, Harmer (2009) 

The impact of superannuation payments on pension payment may not be large at present. 
Given that the superannuation scheme has been in place for only 20 years or so, the total 
superannuation payout will still be relatively small. However, the impact will rise over time, 
as the superannuation payout increases. 

                                                            
4 The implicit assumption here is that, in the absence of any tax concessions, government saving would have 
been higher by an amount equal to these concessions. However, this may not necessarily be the case. 
Government might have decided to increase its spending rather than increase its saving. For example, suppose 
the government had spent one third of the additional revenue and saved two thirds of it. The increase in 
national saving from the scheme would have been 1.3% of GDP (2.3% minus 1.0%).    
5 Harmer (2009), p9.  
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The expectation that superannuation will reduce government payouts on pensions may have 
been behind the willingness of government to provide taxation concessions to the 
superannuation scheme as it was getting established. 

Impact on national saving 

Overall, the analysis presented above suggests that the impact of compulsory superannuation 
on national saving may not have been overly large – perhaps around 0.5% of GDP if we 
average the results from Tables 1 and 2. However, an increase in saving of this amount would 
reduce the annual current account balance by 0.5% per cent of GDP, and this in turn would 
result in net foreign liabilities being lower by 0.5% of GDP. The effects would accumulate 
over the years. So over a 20 year period, a rise in annual saving of even 0.5% of GDP per 
annum could be expected to result in net foreign liabilities being lower, by 10% of GDP, than 
they would have otherwise been. 

 

2. Comparing household assets and liabilities in Australia and New Zealand 

Comparing household balance sheets between countries is difficult, since each country tends 
to take a different approach to compiling national accounts. As noted earlier, in Australia the 
household sector includes not only households but also unincorporated businesses and private 
non profit organisations serving households.  

In the charts that follow – figure 1 covers Australia and figure 2 covers New Zealand – we 
show only those categories of assets and liabilities that we can identify in both countries. The 
New Zealand data is based on the Reserve Bank’s published data on the household sector’s 
financial assets and liabilities, and QV data on the value of the housing stock. However, the 
data published by the Reserve Bank is not a complete household balance sheet. Two major 
omissions are equity in unincorporated businesses and shares in unlisted incorporated 
businesses.6 

The figures for assets and liabilities used in figures 1 and 2 have been expressed as a 
percentage of household disposable income. For both countries, household income is taken to 
be disposable income before the deduction of depreciation and interest payments.7    

Table 4 shows a breakdown of assets and liabilities for both Australia and New Zealand in 
1989 and 2009.  

                                                            
6 In compiling the data for figures 1 and 2 a number of adjustments were made, and these are outlined in the 
appendix. The major exclusions from the data are the assets and liabilities of non‐profit organisations and the 
household sector’s equity in unincorporated businesses and unlisted corporate businesses.  
7 The Reserve Bank of Australia’s measure of household disposable income is used for Australia.  



5 

     

Table 4 Household assets and liabilities, Australia and New Zealand 

All figures are percentages of household disposable income 

 Australia  New Zealand 

 1989 2009 Change 1989 2009 Change

Housing 304 449 145 250 520 270

Financial assets 183 292 109 144 187 43

   Superannuation 71 160 90 27 22 -6

   Equities 13 29 15 25 19 -6

   Other financial assets 42 28 -14 40 55 16

   Currency and deposits 57 75 18 52 91 39

Total assets 487 740 254 394 707 313

Liabilities 45 152 107 52 156 104

Assets minus liabilities 441 588 147 342 551 209

Sources: RBA, ABS, RBNZ 

We can draw a number of conclusions from the charts and the table: 

 ‘Assets minus liabilities’, as a percentage of household disposable income, was higher 
in Australia than in New Zealand over the full 1989-2009 period. 

 Relative to their income, New Zealand households own a higher level of housing 
assets than Australian households. Furthermore, the growth in housing assets between 
1989 and 2009 was higher in New Zealand than in Australia. 

 Relative to income, housing liabilities – which are primarily mortgage debt – are 
remarkably similar in both countries, and show a similar profile over time. 

 Australian households have higher levels of financial assets, especially assets in 
superannuation schemes. Assets in superannuation also grew strongly in Australia, 
accounting for most of the growth in financial assets over the 1989-2009 period. In 
contrast, New Zealand households’ assets in superannuation in 2009 were lower than 
they had been in 1989, despite the introduction of Kiwisaver.  

 In New Zealand growth in ‘currency and deposits’ – with most of this coming from 
deposits – was higher than for Australia. It seems that New Zealanders now hold 
higher levels of deposits, relative to income, than Australians.     

 The growth in financial assets in Australia resulted in a decline in the proportion of 
total assets held in housing – from 62.4% in 1989 to 60.7% in 2009. In contrast, in 
New Zealand housing assets increased from 63.5% of total assets to 73.5%.8 

 

                                                            
8 As noted earlier, ‘total assets’ as used here excludes some major items, like households’ wealth in unlisted 
corporates.  
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Figure 1 Household assets and liabilities, Australia 
Percent of household disposable income 
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Sources: RBA, ABS 

Figure 2 Household assets and liabilities, New Zealand 
Percent of household disposable income 
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Source: RBNZ 
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The outstanding difference between the Australian household balance sheet and the New 
Zealand balance sheet is that superannuation assets are much higher in the Australian balance 
sheet. Also, these assets have generally grown over time – while they dipped during the 
global recession, they are now recovering.  

Putting some bald figures on this difference, the New Zealand household sector had around 
$NZ25 billion in superannuation schemes in 2009, while the Australian household sector had 
around $A1,265 billion. This averages out at around $NZ5,800 per person in New Zealand 
and $A57,100 per person in Australia.   

Over the last decade, the Australian household sector participated in the global housing boom 
in much the same way as the New Zealand household sector did. House prices rose, driving 
up the value of housing assets, and this was accompanied by a strong rise in mortgage debt. 
The level of household debt relative to household disposable income is very similar in both 
countries.  

However, in Australia, housing assets as a proportion of total household assets were lower in 
2009 than they had been in 1989. And this was because of the growth in superannuation. This 
is in contrast to the New Zealand experience, where housing assets as a share of total 
household assets grew substantially. 
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Appendix: Adjustments made in order to compare Australian and New Zealand 
household balance sheet data 

   

 Figure 1 is largely based on the household balance sheet produced by RBA rather than 
that produced by the ABS. A major difference between the two is that the RBA’s 
figures cover only households and therefore exclude unincorporates and non-profit 
organisations. The RBA’s balance sheet also includes all housing and all housing 
debt, as in the RBNZ’s balance sheet.9 
  

 The RBA includes estimates of the stock of consumer durables in its household 
balance sheet. We have excluded this category, since we have no estimates of 
consumer durables in the New Zealand balance sheet. 
       

 The figures for equities in Australia have been adjusted to exclude households’ 
holdings in unlisted corporates. We don’t have estimates for these holdings in New 
Zealand. Therefore, the estimates shown in Figures 1 and 2 do not includes estimates 
of the household sector’s holdings in unincorporates or unlisted corporates (except for 
the assets and liabilities associated with rental dwellings).  

 

 
 

 

  

 

 

 
 

 

                                                            
9 Note that the RBNZ balance sheet is not strictly in line with the approach of the New Zealand System of 
National Accounts. In NZSNA, the assets and liabilities related to rental dwellings are included in either the 
unincorporated or corporate sectors.  


