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1. Introduction

Women'’s increasing workforce participation has contributed significantly to Australia’s economic
growth and to women’s financial independence. However, significant socio-economic disparity
remains between men and women. Given accelerated rates of population ageing and the over-
representation of women among the older population, the economic resources that women can
access in retirement is an urgent policy issue that extends beyond fiscal concerns to influence the

economic and social fabric of Australia’s ageing population.

This submission brings together evidence of research conducted by members of the Bankwest Curtin
Economics Centre (BCEC) around the drivers of economic security in retirement, including income

and wealth differentials and the consequences of economic insecurity in retirement.
The submission covers the following all areas relevant to the inquiry’s terms of reference:

i the impact inadequate superannuation savings has on the retirement outcomes for
women,

ii. the extent of the gender retirement income gap and causes of this gap, and its potential
drivers including the gender pay gap and women’s caring responsibilities,

iii. whether there are any structural impediments in the superannuation system [impacting
on the superannuation savings gap],

iv. the adequacy of the main sources of retirement income for women, and

V. what measures would provide women with access to adequate and secure retirement
incomes; including:
A. assistance to employers to assist female employees’ superannuation savings,
B. government assistance, with reference to the success of previous schemes, and
C. any possible reforms to current laws relating to superannuation, social security

payments, paid parental leave, discrimination, or any other relevant measure.
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2. Gendered differences in wealth accumulation

The most commonly deployed measure of gender economic inequality is the gender wage gap.
Although this is a useful measure, the gender wage gap does not present a comprehensive picture of
gender differences in economic security. In particular, the gender wage gap does not completely
account for gender differences in economic security in retirement. It is generally understood that
income and wealth are both related to age trajectories. Income (including wages) generally peaks in
mid-life, followed by a decline in later stages of the life course. However, wealth rises with age,
reflecting the period over which one has had to accumulate assets and pay off debts, before tailing
off in old age when asset divestment is more common to supplement relatively low levels of income.
The income and wealth trajectories are therefore very different. Arguably, from a life cycle

perspective, wealth is the more important source of economic security in retirement.

In later life, when both men and women are more vulnerable to adverse life events such as ill health
and bereavement, wealth can provide a buffer against biographical life shocks. In general, wealth
can assist with consumption smoothing and supplement low incomes in retirement. Assets can act
as collateral to secure credit, and some assets generate income in the form of rents, shares and
dividends (Deere and Doss, 2006). The importance of wealth as a measure of inequality is clearly
articulated by Denton and Boos (2007:106) — “beyond income, wealth is also an important measure
of economic well-being, because while income captures the current state of inequality, wealth has

the potential for examining accumulated and historically structured inequality.”

2.1 The gender wealth gap

Currently, the available Australian evidence on differential gendered access to wealth is scarce. The
first published study of the gender wealth gap in Australia by Austen, Jefferson & Ong (2014a) found
that the accumulated wealth of single adult men in 2006 was, on average, 14.4% higher than that of
single women. The key findings in this paper show that single women are under-represented
amongst Australian households with high net worth. Hence, despite historically rising levels of
female labour market participation, the rate of wealth accumulation by single women to finance
retirement needs has been slower than that of single men’s. As shown in Table 1, subsequent
analysis by the authors revealed that the gender wealth gap among single men and women more

than doubled from 10.4% to 22.8% between 2002 and 2010 (Austen, Ong et al. 2014b).

The factors contributing to the gender wealth gap extend beyond commonly identified labour
market differences between men and women (e.g. lower rates of labour force participation and

lower wage rates). Indeed, the negative impacts of single parenthood are particularly severe for
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women, and additional barriers to wealth accumulation exist for women from culturally and

linguistically diverse backgrounds and those living in rural areas (Austen, Jefferson & Ong 2014a).

Table 1: Real® asset and debt values of single adult Australian households, by household type,

2002-2010, $’000

Asset/debt 2002 2006 2010

SFH® SMH® | SFH® SMH° SFH" SMH°
Mean Total Assets 209.2 231.2 252.3 290.2 262.4 311.1
Mean Total Debt 335 37.2 41.8 50.6 56.3 58.0
Mean Net Worth 175.6 193.9 210.5 239.6 206.1 253.0
Gender wealth gap 10.4% 13.8% 22.8%
(measured at mean values)

Notes: a. Real values have been calculated by deflating the mean values of assets and debt by using CPI taking 2002 as the
base year. b. SFH = single female households. c. SMH = single male households.
Source: Estimates from the HILDA Survey, extracted from table 1 of Austen et al. (2014b)

2.2 Gender differences in asset composition

Apart from the size of the gender wealth gap, differences in the composition of men and women’s
asset portfolios can also affect their economic security differentially in retirement. As Table 2 shows,
the asset and debt portfolio of single older men mirror that of partnered older persons. However,
single older women stand out as a visibly vulnerable group. Over 60% of their total assets, and 74%
of their total debt, are tied up in the primary home. Hence, single older women’s asset portfolios
feature lower levels of diversity than single men, with strong reliance on the family home and lower

levels of access to superannuation and liquid assets than older men (Ong et al. 2013a).

These patterns are expected when a woman’s labour market participation during working lives is
more likely to be interrupted by child-bearing and care responsibilities. Post-divorce settlements are
also more likely to leave housing wealth with the woman while men are more likely to a greater
share of the couple’s superannuation. Hence, women are much more exposed to risks associated

with reliance on housing assets in retirement than men.
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Table 2: Composition of asset and debt of older Australians aged 45+ years, by gender and

relationship status, 2010, per cent by column

Single women Single men Partnered persons

Asset

Primary home 62.2 49.5 43.9
Other property 11.0 12.0 16.2
Superannuation 124 18.8 21.3
Business 0.0 0.0 3.5
Savings and investments 12.6 164 12.3
Other 1.9 3.2 2.8
Total 100.0 100.0 100.0
Debt

Primary home 74.1 64.0 61.8
Other property 21.3 28.2 30.9
Business 0.1 3.9 5.5
Credit card 2.9 2.9 1.4
Other 1.6 0.9 0.4
Total 100.0 100.0 100.0

Source: Estimates from the HILDA Survey, extracted from table 8 of Ong et al. (2013a)

2.3 The role of housing assets in retirement

Given the prominent role of housing in the asset portfolios of both older men and women, but
particularly older women, it is likely that housing assets will feature prominently in older women and
men’s retirement income plans. The policy assumption has typically been that older, low-income
outright owners will have negligible housing costs because they are no longer paying off mortgages,
and can therefore get by on smaller pensions (Ong et al. 2013a). Furthermore, following
deregulation of financial markets in the 1980s, a range of new mortgage products have transformed
housing wealth from an illiquid asset into a liquid resource that home owners can dip into to meet
spending needs when required (Ong et al. 2013c). The tendencies towards drawing down on housing
wealth to release equity through flexible mortgage products have been more evident in countries

such as Australia and the UK than other developed countries (Haffner, Ong & Wood 2015).

Table 3 below shows the gender distribution across three styles of housing equity withdrawal among
those aged 45+ years. In situ mortgage equity withdrawal is an increasingly common wealth
management tactic, which allows home owners to release housing equity without moving by adding
to their mortgage debt. Downsizing allows owner-occupiers to release their housing equity by selling

their home and purchasing a lower valued home to move into. Selling up results in a move into the
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rental tenure. The table shows clearly that housing equity withdrawal styles differ with respect to
gender among home owners aged 45+ years. Downsizing and selling up are more likely to be options
taken up by older women than men. While not presented here, research by Ong et al. (2013b) also
show downsizing and selling also appear to be ‘last resort’ options taken up by those experiencing
adverse life events such as marital breakdown, bereavement and ill health. These findings are
supported by Wood and Nygaard (2010), who show that single female households are more likely
than other demographic groups to expect to downsize or sell up in retirement in order to help fund
retirement spending. This suggests that there is a potentially important role for housing or asset

based welfare in retirement.

Table 3: Gender distribution of older home owners aged 45+ years, by housing equity withdrawal

mechanism, 2001-10, per cent by row

Housing equity withdrawal 45-64 years 65+ years

mechanism Women Men Women Men
In situ mortgage equity withdrawal 48.6 51.4 45.9 54.1
Downsizing 55.2 44.8 57.5 42.5
Sell up 52.7 47.3 56.3 43.7
No housing equity withdrawal 53.3 46.7 54.0 46.0

Source: Estimates from the HILDA Survey, extracted from table 6 of Ong et al. (2013b)

2.4 Gendered differences in superannuation coverage and wealth

Together with the Aged pension and voluntary private savings, superannuation makes up the three
pillars of Australia’s retirement income system. Since its introduction in 1992, the importance of
private retirement savings in the form superannuation has increased as Australia’s population ages.
There is a great expectation for superannuation to reduce the burden of future welfare expenditure,
as younger generations move through life accumulating enough assets to see them source a

comfortable income stream through these private savings.

However, a number of inadequacies and inequities exist within the current superannuation system
that are likely to destabilise the overall objective of the Super Guarantee. The first is that Australia’s
private retirement system does not follow international best practice as laid out by the OECD, which
recommends taxing superannuation on withdrawal of funds, rather than on contribution as an
optimum and more equitable strategy (OECD 2004). While retirement savings have improved, the
likelihood of these savings being used to sustain adequate living standards in retirement remain

under a cloud (Cassells, Duncan, Kelly & Ong 2015a). The tax concessions available through
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superannuation make it attractive to contribute but the option of taking superannuation as a lump
sum and the ability to invest in residential real estate (through a Self-Managed Superannuation
Fund) mean many see it as a tax effective way to invest in housing or to gift a home deposit to a
young relative. This is inconsistent with the original intention of the policy, with tax concessions
received supposedly improving living standards in retirement and reducing reliance on the

government.

Secondly, the Super Guarantee was implemented at a time where home ownership was likely for
most people and would contribute to the standard of living one was able to access in retirement”.
Home ownership is becoming less achievable for younger generations, with housing affordability and
accessibility at a record low in many areas throughout Australia (Cassells & Duncan et al. 2014b). The
implications of not owning a home outright upon retirement are many, including the use of the lump
sum to either pay —out or purchase a home, leaving less or no superannuation from which to draw

an income stream from in retirement.

Further, household behaviour shows that retirees are taking a growing level of debt into retirement.
Using the equity in their home as an ATM is becoming easier and, for most households, provides a
flexible option to manage household finances over the life cycle (Cassells, Duncan, Kelly and Ong
2015a). The comfort in so doing is reinforced for those with a large superannuation lump sum
coming in the future. However, there are risks that such flexibilities may reduce the level of financial
security or independence for some. A number of reviews have suggested that superannuation
should only be available for use in its primary purpose — providing an income in retirement — and
there is a case to review how the lump sum policy is impacting on levels of retirement savings. As
superannuation is accumulated at an individual level and reflects the level of wages and salary as
well as current and future financial wellbeing, it is important to understand super accumulation for
individual groups. Women are more likely to earn less over their lifetime than men, often in less well
remunerated or more highly casualised occupations (Cassells 2009a). This leads to reduced

accumulation of private retirement savings and lower economic security in later life.
2.4.1 Superannuation coverage

Superannuation coverage has been increasing for both men and women over time, however, gender
gaps are still evident and concerning, particularly for younger generations. Women are less likely to
have coverage by the Superannuation Guarantee than men across all generations (Figure 1).

Overall, around three-quarters of men have some form of superannuation, compared to only two-

! This is reflected in a number of retirement living standards, including the ASFA retirement standards
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thirds of women. The biggest gap is observed for the older generation — with 42% of men having
some super, compared to only one-quarter of women. Generation X (those currently in their 30s to

40s) have the highest coverage rates, however a gap between men and women still exists.

Figure 1: Coverage of Superannuation Guarantee, by generation and sex, per cent

100

90
$
® o 80 74
<
= (O
23 70 66
i
(]
S0
3_ = 50 12 B Men
° 3
c E 40 = Women
2@ o1
Y o 30
o o
232 2
“ 10

O T T

GenY Gen X Baby Builders Total
Boomers

Source: Cassells estimates from 2011-12 Survey of Income and Housing Unit Record Data.

Lower coverage for women compared to men is driven by a number of factors including generational
and behavioural elements. Women from older generations did not have the opportunities to be in
paid employed at the same rates as younger generations and spent less of their working life under
the compulsory superannuation guarantee. On the other hand, younger generations of women are
more likely to delay entry to jobs that will see them begin to accumulate superannuation. Instead
young women are more likely to pursue higher education, with around 80,000 more women than
men enrolled in a Bachelor degree (Cassells 2009a). Another factor that is likely to impact negatively
upon lower coverage rates for women is the $450 monthly threshold that has remained unchanged
since the SGs introduction in 1992. Anecdotal evidence suggests that employer behaviour will seek
to avoid the SG payment through minimising employee work hours, particularly where an employee

is working two or more jobs across related employers.

Gender gaps in superannuation coverage and balances can have a pronounced spatial dimension
(Cassells, Duncan & Gao 2014a). It is important to consider these spatial dimensions for a number of

reasons, including understanding where inequality and deprivation exists both now and in the
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future, the potential for policy targeting and efficient service allocation (Vidyattama & Cassells et al.

2011).

Greater gender gaps in SG coverage are evident throughout Australia’s capital cities and state
balances (Table 4). Sydney is ranked first in terms of the superannuation coverage gender gap,
where 73.8 per cent of men own some superannuation, compared to 63.2 per cent of women.
Melbourne has the second highest gap — a 10 percentage point differential, followed by the balance

of Victoria and NSW.

Table 4: Gender gap — superannuation ownership, by capital city and balance of state, 2011-12,

per cent

% point % point rank
Area Men Women difference 2011-12
Sydney 73.8 63.2 10.7 1
Melbourne 78.5 68.5 10.0 2
Balance of Victoria 72.5 64.0 8.5 3
Balance of New South Wales 71.3 63.1 8.2 4
Perth 77.4 69.7 7.7 5
Adelaide 76.0 68.6 7.4 6
Balance of Tasmania 70.3 63.3 7.0 7
Balance of Western Australia 76.4 69.6 6.9 8
Balance of Queensland 69.1 62.5 6.5 9
Balance of South Australia 72.7 67.5 5.2 10
Brisbane 78.6 73.7 5.0 11
Hobart 75.7 71.5 4.3 12
ACT and NT 80.1 76.3 3.8 13
Australia 74.8 67.8 7.0

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on ABS Survey of Income and Housing, see
Cassells et al 2014a.

Changes in the gender gap of superannuation ownership between 2005-06 and 2011-12 throughout
capital cities and the balance of Australian states demonstrate an overall improvement in a relatively
short period of time (Figure 2). The gender gap in superannuation ownership across this period has
closed throughout the majority of states and territories, with the exception of Sydney, Adelaide and
the ACT/NT (which started out with a gap in favour of women). Brisbane and the state balances of
Queensland and South Australia have seen the biggest improvements, with the gender gap in the
balance of South Australia decreasing from 16 to 5.2 per cent. Sydney currently fares the worst, with
a gap of more than 10 percentage points between men and women in superannuation ownership —

up two percentage points since 2005-05. Perth is ranked fifth, with an ownership gap just under
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eight percentage points, and has seen little movement in the period. The balance of Western

Australia is ranked eighth — with around a seven percentage point gap.

Figure 2: Gender gap — superannuation ownership by capital city and balance of state, 2005-06 and

2011-12, per cent
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Notes: All dollars in 2011-12. Values are for those with positive superannuation balances.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on ABS Survey of Income and Housing, see
Cassells, Duncan & Gao 2014a.

2.4.2 Superannuation balances

Taking into account the differences that exist in terms of ownership of superannuation, we can see
that gender gaps are prevalent in terms of the value of superannuation held. These differences are
most pronounced for the Baby Boomer generation, where the median superannuation holding is
$52,000 among women with positive super balances, whereas men from this generation have
almost double the amount - $100,000. When observing the median difference in superannuation
balances amongst those who record a positive balance shows something close to parity between
men and women in the Builders generation. However the real discrepancy here is in the proportion
of Builders who hold positive super balances (see Figure 1). Our youngest generation has the second

smallest gender superannuation gap, however, women still hold 20 per cent less super than men on
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average. Generation X women that have super, hold on average two-thirds of the median balance of

men from the same cohort.

Figure 3: Gender superannuation gap (median) by generation and sex
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Note: Calculations are for those persons that hold superannuation.

Source: Cassells estimates from 2011-12 Survey of Income and Housing Unit Record Data.

As well as a gender gap in superannuation ownership, the gap in superannuation balances between
men and women is considerably higher in some areas than others throughout Australia. Table 5
shows a mixed pattern of gender superannuation gaps between men and women in regional areas
across Australia. The balance of Western Australia has the second-highest median gap of $25,000 in
2011-12, whereas the gender gaps in regional NSW (at $15,127) and regional South Australia (at
$13,800) are among the lowest. Median superannuation balances in Perth are more even than in the
rest of Western Australia, with WA men holding $18,598 more in superannuation than women.
However, one concern worth highlighting is the trend in the state’s capital: over the eight years to
2011-12, the gender superannuation gap in Perth has deteriorated the most across all major cities
and regional areas of Australia — with the gap in median balances between men and women
widening by $7,620, or 69 per cent in real terms. Conversely, the gap in median balances in Hobart,

South Australia, Tasmania and the balance of NSW has reduced over the same period.
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Table 5: Gender superannuation gap (median), capital city and balance of state, 2005-06 and 2011-

12

tcglt'?it%rr;t?;;i/on 2005-06  2011-12 chasnge chger;ge 2005-06  2011-12 chgir’lge
Hobart 28,000 -3,919 -12% 1 ] 11
Balance of Western Australia +6,317 +34% 8 2 3
ACT and NT 23,000 +2,547 +12% 4 3 e
Balance of Victoria +2,108 +10% 5 4 7
Balance of Queensiand 14,955 22,000 +7,045 +47% 10 5 2
Melbourne 15,601 20,460 +4 859 +37% 9 6 4
Balance of Tasmania 20,825 20,000 -825 -4% 3 7 9
Adelaide 20,831 19,645 -1,186 -6% 2 8 10
Perth 10,978 18,598 +7,620 +69% 13 9 1
Sydney 14,875 17,042 +2,167 +15% 11 10 5
Balance of New South Wales 19,457 15,127 -4,330 -22% 7 11 12
Brisbane 14,280 14,149 -131 -1% 12 12 8
Balance of South Australia 20174 13,800 -6,374 -32% 6 13 13

AUSTRALIA

Notes: All dollars in 2011-12. Values are for those with positive superannuation balances.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on ABS Survey of Income and Housing, see
Cassells, Duncan & Gao 2014a.

3. Drivers of retirement income gaps

The economic security and standard of living an individual is able to discern in retirement is largely
driven by the income and wealth they are able to accumulate over their paid working lives.
Historically, women have not been able to access similar levels of pay, education, employment and
wealth when compared with men. This has been largely driven by social constraints and

expectations along with outdated systems and both overt and unconscious discrimination.

Over the past few decades, women have gained substantial ground in areas of education, income
and wealth accumulation, however, there is substantial ground to be made up. Large gaps still
remain between women and men in both paid and unpaid work, and areas of wealth, income and
superannuation (Cassells et al 2009). These gaps, together with structural impediments in private
retirement systems work together to drive income gaps in retirement and jeopardise the economic

security that women are able to access.
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3.1 Gender employment gap

While participation in the paid labour force has increased substantially over the past 30-40 years,
significant gender gaps in employment remain a feature of the Australian labour market. These gaps
can impact upon current and lifetime earnings and wealth accumulation and consequently the
economic security of women in retirement. Gaps stem from the way in which women participate in
the labour force, including whether they are engaged in full, part-time or casual employment; the
type of occupations they work in; and time taken out of the paid workforce to care for children and

others.

Gender employment gaps for selected OECD countries (where men and women have similar tertiary
education levels to Australia) reveal that Australian women’s employment rate is around 19 per cent
lower than that of Australian men (Cassells 2009a). The employment gap in these OECD countries
ranges between 6 and 33 per cent. The smallest gap is recorded for Finland, while the highest

employment gap is in Korea.

Figure 4: Gender employment gap - selected OECD countries, per cent
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Source: Cassells et al. 2009

When engaged in paid work, women are also more likely to work part-time in order to care for
children, an option that many Australian women wish to pursue. Women are over-represented in

part-time work, currently holding around 70 per cent of all part-time positions (Cassells 2009a).
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Men and women are often employed in different types of jobs. Labour market segregation can
contribute to the gender earnings gap if women are segregated into a few low-paying jobs and if
female dominated occupations and industries are valued less. Occupation and industry gender
segregation are a permanent feature of the Australian labour market, and are likely to play a
significant role in determining the level of economic security women have access to in retirement.
Women are more likely to work in lower paid occupations, particularly as community and personal
service workers, clerical and administrative workers and sales workers (Figure 5). Workers in these
occupations typically have less access to over-time and bonuses. Women are also less represented in

higher paying managerial roles.
Figure 5: Occupational segregation, 1997-2013, per cent

m1997 w2007 2013
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Source: BANKWEST CURTIN ECONOMICS CENTRE | AUSTRALIAN BUREAU OF STATISTICS Cat No 6291.0.55.003.

3.2 Unpaid work and care

The value of unpaid work and care is not always taken into account in policy responses to issues such
as retirement income gaps and labour force participation for minority groups including single
parents. In 1997, the Australian Bureau of Statistics estimated the value of unpaid work at $261
billion. However, other benefits of unpaid work and caring activities are not always recognised or

monetised. Unpaid caring activities in particular can have economic and social benefits well beyond
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those conceptualised in the ABS estimates. These include the value of social capital and child-parent

relationships.

Women’s presence in the labour force has increased considerably over time, and during the past 30
years, women'’s labour force participation rate has escalated from 45.7 per cent in 1985 to 59.1 per
cent in 2015. Labour force participation of women with dependant and young children has also been
on the rise. However, this shift towards increasing paid work for women has not been met with an

equivalent decrease in unpaid work.

Women with dependent children and working full-time may work fewer hours in paid work on
average per week than full-time men with dependants, but they are still doing the lion’s share of the
child rearing and housework (Cassells 2009a). Women employed full-time with dependent children
spend on average 78 hours per week in paid and unpaid work, while fulltime men spend on average
74 hours per week (Figure 6). The gender division in paid and unpaid work is even more pronounced
for part-time workers, with part-time women averaging around 74 hours per week, and part-time

men only managing 58 hours (Cassells 2009a).

Figure 6: Average hours spent per week on selected activities, men and women full-time workers

with dependent children

B Paid employment Household errands Housework
B Outdoor tasks Looking after children W Volunteer/charity work
Full-time women 42 i
Full-time men 48 i
0 10 20 30 40 50 60 70 20
Hours/Week

Source: Cassells 2009a
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As life becomes more demanding for men and women, the pressure to combine work and a family’s
caring needs can be intense. Today an assortment of working arrangements are used in order to
meet the demands placed upon them. The working arrangements of employed persons with

dependant children who provide care to someone demonstrate.

Flexibility in the workplace is crucial to allow both men and women to balance work and family
needs, whilst somewhat outdated due to the decommissioning of this survey, flexible working hours

were one of the most predominant working arrangement for parents (Figure 7).

Figure 7: Working arrangements used by parents in order to care for someone, per cent
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Source: Cassells 2009a

Flexible working hours are the most common working arrangement used by both women and men
with dependent children, to care for someone - 31 and 38 per cent respectively. Flexible working
hours are likely to be the most common work arrangement used by men to care for children as they
are more likely to be engaged in full-time work, making these arrangements more accessible.
However, women who are more likely to be working part-time, are likely to have less access to these

flexible arrangements, as often part-time work has fixed hours that cannot be renegotiated.

Of concern is that for women with children, unpaid leave ranks as the second most frequent working
arrangement used to care for others. Over one-fifth of employed women engaged in this

arrangement, compared with only 11 per cent of men. The high proportion of women taking unpaid
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leave to provide care indicates that women are more likely to sacrifice wages to meet a family’s

caring needs. This has a number of implications.

3.3 Gender pay gaps

Persistent gender wage gaps have been shown to negatively affect economic growth through
disincentivising labour force participation (Cassells et al. 2009b; KPMG 2009). Gender wage gaps also
manifest themselves in other ways, restricting the accumulation of wealth in the form of property
and superannuation, and increasing the reliance on government assistance over the life-course.

The persistence of the full-time gender wage gap is surprising given the advancements women have

made in education, particularly younger generations.

Despite major advances for women in educational attainment and workforce participation, the full-
time gender pay gap has remained relatively constant over the last two decades and currently sits at
18 per cent. That is, women earn on average only 82 per cent of a man’s wage and would have to

work an additional 65 days each year to earn the same as a man (WGEA 2015).

How much a person is paid for the work they do is determined by a number of characteristics related
to both the labour market, the firm and the individual. The way in which people work such as their
weekly hours, the type of occupation and industry they work in and the amount of overtime they do,
will influence the pay they receive. Human capital characteristics that individuals have acquired
including their level of education and relative experience will also play a key role in the wage
individuals command. Other factors can also play a role including the location of where a person
works; individual motivation and how a firm sets pay internally. Many of these factors that influence
wages are considered to be somewhat defensible in explaining differences observed between the
pay of workers when compared with others — also known as “explained characteristics”. However,
once accounting for these factors there is more often than not a component that cannot be
explained by understandable mechanisms. In Australia, a number of studies have found that there
exists a considerable component of the gender pay gap that cannot be explained, particularly in
higher paid occupations (see for example Cassells et al. 2014c, Cassells et al. 2009a, Chzhen 2013,
Watson 2010, Kee 2006 and Miller 2005).

To determine the drivers of the wage gap a decomposition technique is required to separate the
wage gap into factors that are related to human capital endowment and labour market
characteristics — the explained component of the wage gap, and a component that cannot be

explained by observable characteristics (unexplained). In a recent Bankwest Curtin Economics

Page | 18



Economic security for women in retirement
Submission 80

Centre report we sought to do this for both Australia and Western Australia (Cassells et al. 2014 c¢). A
summary of the decomposition findings, suggest that the wage gap resulting from gender
differences in observable characteristics is larger in WA compared to Australia (. That is, more of the
gender wage gap in WA can be explained — 58.4%, compared with 36.4% for Australia. There still
remains a substantial proportion of the gender wage gap that cannot be explained by observable
characteristics in WA — 41.6%. However, this is much lower than the Australian average of 63.6%. In
particular, we find that gender differences in the years spent in paid employment explain 15% of the
gap in Australia and 35% of the gap in WA. Similarly, gender differences in the years spent in an

occupation explain 3% of the gap in Australia and 9% of the gap in WA.

Figure 8: Decomposing the gender earnings gap, per cent
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Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on HILDA, see Cassells et al 2014c.

3.4 Gender gap in expected lifetime earnings

While level of education is an important factor in a person’s lifetime earnings prospects, men and
women tend to have different outcomes. Employment and earnings patterns of women are often
disrupted through childbirth, childcare and other caring responsibilities, and women are more likely
to work part rather than full-time (Cassells 2012). Further, as demonstrated above, gender pay gaps
driven by both explained and unexplained elements exist across the labour market, resulting in
women earning less than men on average across their working lives. These differences are

eventually reflected in lifetime earnings prospects.
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While it is true that the higher the educational achievement, the better the prospect of lifetime
earnings, this is compromised by gender (Figure 9). In general, the gender gap in prospective lifetime
earnings is pervasive across all educational groups. If the current age patterns of earnings prevail
into the future, a postgraduate woman aged 25 years can expect to earn $2.49 million, just two-
thirds of her male counterpart’s lifetime earnings ($3.78 million). More striking is the fact that
women with post-graduate qualifications would earn only as much on average over their lifetime as

men with a certificate or Year 12.

Figure 9: Gender gap in lifetime earnings, million dollars
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Notes: Values are in 2011-12 dollars. Lifetime earnings estimates are derived from all employees, including those working
part-time. Some fields of study have not been shown due to small sample sizes.
Source: Cassells et al. 2012

4. Older women’s workforce vulnerabilities

4.1 Gendered ageism in labour markets

Decomposing markers of insecure labour market attachment by age and gender can provide us with
an indication of the workforce vulnerabilities that women face through their life-course. Li, Duncan
and Miranti (2015) looked at one particular marker — that of underemployment — to see whether
labour market vulnerabilities are more pronounced by women as they age. Previous literature on
this topic established associations between underemployment and job insecurity, increased
casualization and lower savings. From a macroeconomic standpoint, underemployment also signals
the inefficient use of high labour skills among women who would like to give more to the labour

market but are prevented from so doing through barriers to increases in participation.
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The International Labour Organization (ILO) definition of (time-related) underemployment relates to
a deficiency in the number of hours worked (ILO, 1998; Hussmanns, 2007), and specifically, a labour

market situation where a worker is:

1. willing to work additional hours during a reference period; and
2. available to work additional hours within a specified subsequent period; yet

3. worked fewer hours than a working time threshold, based on ‘national circumstances’.

The Australian Bureau of Statistics (ABS) publish underemployment statistics using the ILO definition,
with underemployment defined according to a threshold of 35 hours in the reference week to

differentiate between full-time and part-time work.

Two important trends in underemployment in Australia are apparent from ABS data. The first is that
underemployment varies substantially by gender. Figure 10 shows a comparison of
underemployment rates for men and women in Australia over the last 25 years from 1990 to 2015
(ABS 2015). The principle finding - shown also in Li, Duncan and Miranti (2015) - is that the
underemployment rate is systematically higher for women than for men. Recent trends show a
reversal of the post-GFC decline in underemployment, with rates now the highest for 25 years. The
most recent figures for the August 2015 quarter show an underemployment of 10.8 per cent for
women, compared with 6.6 per cent for men — a gender gap in underemployment of some 4.2

percentage points.

Figure 10: Trends in underemployment by gender: 1990 to 2015
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Notes: Trends are presented using the quarterly, seasonally-adjusted underemployment rate (ie. underemployment
expressed as a percentage of the labour force).

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on ABS Cat. No. 6202.0. Figures have been
updated from those provided in Li, Duncan and Miranti (2015).
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Underemployment rates vary by age, but differently for men and women. Around one in five women
between 15 and 24 state themselves to be underemployed according to the ILO definition compared
with 15 per cent of young men, although reliable data for this age band tends to be complicated by a

significant group who combine work with education.

Figure 11 shows the relationship between underemployment and gender among those in the 25+
age band. Underemployment rates rise consistently with age for women, to a rate of 9.9 per cent for
those age 45 to 54. The rate declines to 8.1 per cent among women in the older age band of 55 and
over. This compares with far lower rates for men — at 4.4 per cent for those aged 45 to 54, for

example, the rate for men is less than half that for women.

Figure 11: Average underemployment rates by age and gender: 2015

12

10

S

Undereemployment rate (%)
()]

N

Male Female All persons

N 2534 E35-44 EA45-54 W55+

Notes: Underemployment rates are averages for 2015, using seasonally-adjusted quarterly data for the number of
underemployed as a percentage of the labour force.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on ABS Cat. No. 6202.0. Figures have been
updated from those provided in Li, Duncan and Miranti (2015).

We are also able to see from Figure 12 that rates of underemployment among women aged 45 to 54
(panel iv.) have increased significantly over the last year to August 2015. Underemployment is now
almost twice as prevalent for women as it is for men in this older age cohort. There has been a
general rise in underemployment for the youngest 15 to 24 year old age cohort, but the gender gap

is narrower and patterns of change over time are mirrored for men and women.

Page | 22



Underemployment rate (%)

Underemployment rate (%)

25

o

-
N}

=
o

o

Economic security for women in retirement
Submission 80

Li, Duncan and Miranti (2015) show the risks that high underemployment rates pose to future labour
market attachment and economic security. Specifically, they find significant ‘path dependency’ in
underemployment — which means that previous or current underemployment increase the chances
of further periods of underemployment into the future. This raises obvious concerns regarding the

economic security of women.

Although underemployment is not as potentially detrimental to workers as unemployment, it can
nevertheless have long-term consequences for career progression, earnings potential and the
accumulation of retirement income. If underemployment begets further periods of
underemployment, then this will amplify the adverse or disadvantageous economic outcomes -
superannuation balances, savings, wage and career progression - that women face from inferior

labour market opportunities compared with men.
Figure 12: Trends in underemployment by age and gender, 1990 to 2015
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Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations based on ABS Cat. No. 6202.0.
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5. Older women and poverty

This section summarises some of the key findings from recent research published by the Bankwest
Curtin Economics Centre (BCEC) looking at the incidence of poverty in Australia. Specifically, the
BCEC’s ‘Falling Through The Cracks’ report into poverty and disadvantage’ compares the prevalence
of economic disadvantage across Australian households using both ‘standard’ and severe measures
of income poverty. The report provided a broad assessment of the incidence of income poverty, with

results differentiated by both age and gender.

5.1 Measurement of poverty

The rate of income poverty is assessed by calculating the percentage of people whose real
equivalised household disposable incomes fall below different fractions of the median®. Housing
costs are controlled for by deducting housing costs from household disposable income before

poverty rates are assessed — the so-called after housing costs measure of poverty.

A standard measure of income poverty is based on the proportion of people with equivalised
household income below 50% of the national median. However, many households have access to far
less income than this benchmark. BCEC research has also examined the prevalence of deeper
financial hardship by evaluating the incidence of severe poverty by gender and other characteristics.
Severe poverty rates were assessed by calculating the share of those with household equivalised

after-housing costs incomes below 30% of median household income.

In 2011-12 more than one million persons were in severe income poverty, having access to
household income of less than 30% of the national median. This equates to around 5% of Australia’s

population.

5.1 Poverty, age and gender
Table 6 seeks to uncover which types of families are most prone to persistent poverty and
disadvantage by looking at the number of years spent in relative poverty over the last decade

separately by household types.

These findings emphasise that persistent poverty is far more prevalent among single adult
households and elderly single females. More than 60% of single parents experienced poverty (with

incomes below 50% of the median) for at least one year in the last 10, while nearly 15% were poor

2 Al reports in the BCEC’s Focus on The States and Focus on Western Australia series are available from the Centre’s
website at http://business.curtin.edu.au/bcec, with hard copies also available by request.

3 Equivalisation is a method of standardising income to take account of household size and composition differences. The
BCEC's Falling Through The Cracks report uses the OECD modified equivalence scales to standardise income. These scales
apply 1.0 for the first adult in the household, 0.5 for any subsequent adults and 0.3 for children.
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for at least five years in the last decade on standard measures. Around one half of non-elderly single

females experienced at least a year of poverty, with one in seven single women spending half of the

Submission 80

last decade in poverty. This compares with one in ten non-elderly single men.

Rates of poverty among elderly single women — those aged 65 and over —are even starker. On the
standard measure — those below 50 per cent of median income - more than one in seven elderly
single women have spent 3 to 4 years in the last decade in poverty, with a further one in four in

poverty for five or more years in the last decade.

Table 6: Poverty persistence by age and gender, 2012

Number of years in poverty

Standard (50% median) poverty
Non-elderly couple only
Non-elderly couple with children
One parent with children
Non-elderly single male
Non-elderly single female
Elderly couple

Elderly single male

Elderly single female

Severe (30% median) poverty
Non-elderly couple only
Non-elderly couple with children
One parent with children
Non-elderly single male
Non-elderly single female
Elderly couple

Elderly single male

Elderly single female

77.5
72.8
38.4
48.1
50.7
55.4
349
29.3

88.3
87.5
67.1
64.4
64.8
78.6
62.7
62.3

17.1
21.2
344
31.1
27.6
30.6
31.6
31.5

10.5
11.6
26.9
27.4
26.9
19.6
29.6
28.3

3.3
3.7
12.5
10.2
9.1
8.5
8.6
13.9

1.0
0.7
43
4.9
5.7
1.5
5.1
5.7

2.2
2.4
14.6
10.5
12.6
5.5
24.9
25.4

0.2
0.2
1.7
553
2.6
0.4
2.6
3.7

3,426
6,211
649
352
275
981
86
147

3,905
7,464
1,131
472
351
1,391
154
312

756
1,806
581
228
150
542
78
158

464
989
454
201
146
347

73
142

145
314
211
75
49
151
21
70

46
59
73
36
31
26
13
29

Proportion of people spending different numbers of years in poverty
(below 50% and 30% of equivalised household disposable income after
housing costs) between 2003 and 2012

97
202
247

77

69

97

61
127

20
29
24
14

19

Notes: (a) Cell size too small for reliable estimates. Poverty rates are assessed by calculating the percentage of people
whose real equivalised household disposable incomes (after housing costs) fall below different fractions of the median.
Nil and negative incomes are excluded from all poverty calculations. Data are re-based to 2014 prices. Housing costs
included mortgage repayments, rent and property rates.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from the 2012 HILDA longtidinal survey, wave 12.
See Cassells, Dockery and Duncan and Gao (2014).
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5.2 Poverty, gender and housing

Table 7 looks at poverty incidence for Australian families at different stages of their lives, with a
particular focus on the relationship between income poverty and housing tenure. Results are
presented for poverty rates at 50% (‘standard’) and 30% (severe) of median equivalised household
income, and according to three main tenure states: owners with no mortgage; owners with

mortgages; and renters.

Table 7: Poverty rates by gender, life-course stage and housing tenure: 2011-12

Proportion of people in different Proportion of people falling below different fractions of
depths of poverty equivalised household disposable income (after housing costs)

Young households and families

Lone person, aged <35 (a) 196 289 (a) 10.8 134
One parent with dep kids - oldest 0-4 (a) 9.4 35.0 (a) 9.4 143
Couple with dep kids - oldest 0-4 (a) 129 214 (a) 52 93
Couple only, reference aged <35 (a) 15 76 (a) 1.0 47
Moving to middle age

Lone person, aged 35-54 53 132 384 1.0 89 148
One parent with dep kids - oldest 5-14 (a) 26.7 342 (a) 15.7 12.2
One parent with dep kids - oldest >14 37 121 254 1.1 12.2 139
Couple with dep kids - oldest 5-14 6.9 96 245 25 39 91
Couple with dep kids - oldest >14 47 8.4 16.5 36 34 77
Couple only, reference aged 35-54 56 7.0 125 45 42 59

Older age, pre retirement

Lone person, aged 55-64 9.2 219 55.1 52 115 19.0
Couple with dep+non-dep kids 27 78 147 1.2 42 43
Couple only, reference aged 55-64 78 108 268 36 5.1 6.8
Retirement age

Lone person, aged 65+ 87 430 68.8 36 5.4 12.6
Couple only, reference aged 65+ 6.8 216 373 19 69 54
ALL PEOPLE 6.8 10.0 22.6 2.8 L4 8.1

Notes: (a) Cell size too small for reliable estimates. Poverty rates are assessed by calculating the percentage of people
whose real equivalised household disposable incomes (after housing costs) fall below different fractions of the median.
Nil and negative incomes are excluded from all poverty calculations. Data are re-based to 2014 prices. Housing costs
included mortgage repayments, rent and property rates.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing unit
record data. See Cassells, Dockery and Duncan and Gao (2014).
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A significant feature of the results presented in Table 7 is that poverty rates for renters in Australia
are more than twice those for mortgage holders (22.6% against 10.0%) and three times the rate for
owners without mortgages (at 6.8%). Even more striking is the huge increase in poverty across the
life-course for those families in rental accommodation. Around 29% of lone renters aged less than 35
are in poverty, but the rate rises to nearly four in 10 for lone persons aged 35 to 54, and more than
one in two (55%) for those approaching retirement age. Indeed, nearly one in five lone renters aged

55 to 64 are found to be in severe poverty.

Single parent families in rented accommodation are facing particularly serious financial disadvantage
— more than a third of single parents with primary or secondary school-aged children are in poverty,

and around one in seven single parents with pre-school children suffer severe poverty.

5.3 Gender, financial hardship and deprivation
Figure 13 looks at the relationship between income poverty and different measures of financial
hardship. The chart presents the prevalence of individual hardship measures — an inability to pay

bills, inability to meet housing costs, or lack of ability to raise cash - for households in poverty.

The most common hardship for those in ‘standard’ income poverty is the inability to raise cash in an
emergency — from 12.9% of elderly couple households to more than 50% of single parent
households. Non-elderly single females and males in poverty are far more likely to experience other
forms of financial hardship, with one in four non-elderly single females and one in five non-elderly

males unable to pay bills.

Elderly single men and women living in income poverty have lower levels of financial hardship in
general, a result likely to be driven by a number of factors, including the relative adequacy of the
Age Pension; the greater likelihood that older households own their own home; the different needs
of households at different life cycle stages; and differences in attitudes towards financial hardship

across generations.
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Figure 13: Poverty, gender and financial hardship
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Note:  Poverty rates are assessed by calculating the percentage of people whose real equivalised household disposable incomes (after housing costs) fall below
different fractions of the median. Nil and negative incomes are excluded from all poverty calculations. Data are re-based to 2014 prices. Housing costs
included mortgage repayments, rent and property rates. See technical notes for further detail.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing unit record data

Figure 14 show significant gender differences in other forms of deprivation faced by households in
poverty. For example, one in three single parent families and one in three single non-elderly women
in poverty have asked for financial assistance from a friends or family due to a shortage of money

with a further one in five seeking assistance from welfare organisations due to a shortage of money.

Single non-elderly male and female households in poverty are more likely to experience deprivation
than their non-elderly counterparts, mainly an inability to heat their homes. Of most concern is the
fact that just over 15% of single male and female single non-elderly households in poverty will go

without meals due to a shortage of money.
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Figure 14: Poverty, gender and deprivation
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included mortgage repayments, rent and property rates. See technical notes for further detail.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing unit record data.

6. Policy recommendations

The empirical evidence raised in this submission indicate that there is a strong case for government
to consider a range of policy issues that affect the economic security of women in retirement. Below
we put forward a list of recommendations that target gendered differences in wealth accumulation,
drivers of retirement income gaps, older women’s workforce vulnerabilities and experience of

poverty. The recommendations are as follows.

a. Policy solutions that target a reduction in both explained and unexplained gender wealth
gaps.

b. Careful consideration of how a move towards encouraging reliance on personal housing
assets in old age might have potentially negative effects on gender equity as older women
are much more reliant their primary home assets than men and therefore more vulnerable
to the risks and costs associated with housing equity withdrawal.

c. Review of the current superannuation guarantee, including its purpose and whether it is
meeting or likely to meet objectives of adequacy in retirement savings for current and future

generations.
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d. Removal of the $450 per month minimum superannuation threshold.

e. Recognition of the economic and social value of unpaid work including care in policy
responses — any private retirement savings scheme based solely on paid work will always
result in a bias against women.

f.  Policy solutions that target a reduction in both explained and unexplained gender pay gaps.

g. Careful consideration of policies that promote full-time work as the principal solution to
gender gaps in retirement incomes, and other gaps that exist within the labour market.

h. Maintenance of adequate connections to the labour market for those who seek it —
facilitated through a combination of employment opportunities appropriate to women’s
demographic circumstances and life course stage, alongside policies that reduce barriers to
workforce participation.

i. Targeted strategies to provide affordable housing — this should be a priority as a means to
deliver economic security to women, especially in older age, or as parents or carers.

j. Ensuring the adequacy of the Age Pension as a means to delivering appropriate financial

protection to women in old age.
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