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Abstract: This is the second in a series of three papers examining retirement wealth 
decisions in Australia’s superannuation system.  The work seeks to introduce a holistic 
approach to examining decision making across the key stages of retirement wealth 
provision, namely: accumulation; conversion; and, decumulation.  The central idea 
considered in this study relates to the conversion of superannuation savings into 
retirement income.  Using a sample of 365 Australians over the age of 45, we consider 
three areas, under the following sub-headings: attitudes to annuity market features and 
products (especially the perception of the public pension as an annuity); financial market 
factors (such as bequest motives and estate planning, and adverse selection and 
valuations resulting in the need for financial advice); and the influence of demographic 
characteristics and their respective impacts on conversion decisions. 
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Introduction 
This is second in a series of three papers examining retirement wealth decisions in 
Australia’s superannuation system.  The work seeks to introduce a holistic approach to 
examining decision making across the key stages of retirement income provision, 
namely: accumulation; conversion; and, decumulation.  The series of papers build on the 
findings of the research projects, “Retirement Savings: Drivers and Desires (2001)” and 
“Retirement Incomes and Long Term Savings Policy Options (2006)”, both undertaken 
by the Investment and Financial Services Association Ltd (IFSA), through the use of 
various cross-sectional modeling techniques to explore the drivers of retirement income 
decisions in Australia.  The paper commences with a survey of the literature as it relates 
to the critical conversion stage, the conversion of retirement savings into retirement 
income.  From this foundation, the data collection procedure is outlined, and a 
multinomial regression procedure is applied to investigate the drivers of decisions in the 
conversion stage.  Finally, the results of the empirical analysis are considered in light of 
the retirement income continuum and the superannuation policy setting in Australia. 
 
Literature Survey 
By international standards, Australia has a high incidence of lump sum withdrawals in the 
conversion stage of retirement income provision.  This study seeks to identify the 
variables that are significant in influencing an individual’s decisions when converting 
their accumulated superannuation benefit into a retirement income by: withdrawing it as a 
lump sum; converting it into an annuity; and/or, rolling it over.  Since the introduction of 
the Superannuation Guarantee (SG) in Australia, there has been considerable interest in 
the factors that influence the withdrawal of accumulated superannuation benefits as a 
lump sum, and the consequent lack of benefit annuitisation.  It is argued that that the 
literature on factors affecting conversion is distinguishable across three main themes, 
namely: attitudes to annuity market features and products (especially the perception of 
the public pension as an annuity); financial market factors (such as bequest motives and 
estate planning, and adverse selection and valuations resulting in the need for financial 
advice); and the influence of demographic characteristics. 
 
Considering the relatively high occurrence by international standards of lump sum 
withdrawal decisions compared to annuity purchase in retirement income conversion, an 
examination of statistics measuring the conversion stage of retirement incomes enables 
preliminary insights into determining what factors are important to conversion.  The ABS 
(2001, 2001b) measures of the main use of all lump sums received include: rollovers into 
an approved deposit fund, deferred annuity or other superannuation scheme (23%); 
investment elsewhere including personal savings (28%); buying/paying off a home or 
making home improvements (21%); or buying/paying off a car or other outstanding debts 
(21%).  This result is of concern to policy makers, as the data suggests that only half of 
lump sum distributions (LSDs) are being reinvested.  It may be argued that the statistics 
indicate the importance of attitudes to capital withdrawal and investment control has on 
the withdrawal of retirement savings from the superannuation system at the conversion 
stage. 
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A major factor for the current underdevelopment of the Australian annuity market has 
also been borne out of a lack of integration with the public pension.1  Regarding pension 
integration, the International Actuarial Association (IAA) (2002) argues this interaction is 
complex and often inefficient with public pension eligibility anomalies including: the 
high proportion of retirees who receive lump sums with the public pension, suggesting 
incentives have a limited effect in reducing social security; females relatively heavier 
reliance; the age pension not providing for phased retirement; financial planning focusing 
on maximising social security and minimising tax; and, younger workers expecting to be 
self-funded and pay taxes for retirees.2  Collectively, these factors create distortions in the 
annuities market that often deter participation.  These factors also highlight the 
importance of attitudes to capital withdrawal, pension qualification and investment risk, 
financial advice, gender, planned retirement income source, and retirement and 
employment status on conversion (and consequently, decumulation) decisions. 
 
Significant research on the conversion decision in the U.S. has focused on lump sum 
distributions (LSDs) at job change.  It is important to note that institutional differences 
where pre-retirement cash withdrawals may occur in the U.S., compared with much 
stricter preservation rules in Australia, means that this literature is not relevant directly 
relevant to the research agenda of this study.3  However, research assessing the influences 
on retirement income conversion by collectively comparing rollover, annuitisation and 
lump sum withdrawal decisions conducted by The Investment Company Institute’s 
(2000) survey of U.S. recent retirees in DC plans found selected distribution options are 
consistent with agents’ personal financial circumstances.  Retirees with sizeable financial 
assets and income typically reinvest their assets or defer distributions; retirees with strong 
needs for current income and security typically annuitised plan assets or withdrew them 
in installment payments; and the few retirees who spent their entire DC plan LSD 
generally had received small distributions, deriving a sizeable portion of household 
income from DB plans and government payments.  This empirical work suggests rational 
agents demographic circumstances (such as income), planned retirement income source 
and attitudes to investment control and risk, inflation risk management control, income 
flow and pension qualification affect their conversion decision. 

                                                 
1 For the overseas settings, Doyle, Mitchell and Piggott (2001) argue empirical evidence from the U.S. and 
U.K. finds few people hold retirement annuities and voluntary annuity markets remain thin due to bequest 
purposes, precautionary balances, and the belief much o their wealth is already annuitised in the public 
pension. This empirical work suggests attitudes to precautionary balances (in turn, affecting capital 
withdrawal and investment risk attitudes), pension qualification and estate planning are important to the 
conversion stage. 
2 For the U.S., because there are more flexible phased retirement options, the literature has a greater focus 
on individual retirement decisions. Multinomial modelling of higher education employees by Allen, Clark 
and Ghent (2003) found the odds of entering phased retirement are strongly and inversely related to 
employee performance pay increases. Logit modelling by Bahrami and Stockrahm (1999) found mandatory 
retirement, age, income, expected other sources of income, early retirement incentives, and education 
significantly affect retirement decisions. 
3 See Burman, Coe and Gale (1999); Engelhardt (2002); and, Moore and Muller (2002). 
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Australia’s market valuation of annuities also adversely affects annuity participation.  
The contribution of James and Vittas (1999) found an Australian worker at age 65, with 
an expected average lifetime, will pay 1.5 per cent for general expenses and 7.1 per cent 
in adverse selection costs, only getting an annuity ‘money’s worth ratio’ of 91.4 per cent.  
This is slightly better than the UK and Chile, but worse than Switzerland, Canada and 
Singapore.  Related work by James and Song (2001) cites low annuitisation as the 
Australian annuity business is still developing as the superannuation system matures, 
arguing the domestic system is still in the accumulation, rather than the payout, phase and 
there is a lack of phased retirement options.4 
 
When viewed in the Australia setting, the conversion decision is fundamentally different 
to other countries because there is no mandatory annuitisation and there is a distinct lack 
of phased retirement options.  The position of ASFA (1999) notes Australia has a fairly 
unique retirement system by international standards when compared with Chile, 
Argentina, Switzerland and Singapore where compulsory private retirement savings 
usually take the form of a pension in retirement, whereas in Australia they generally are 
lump sums.  This analysis highlights retirement and employment status are key 
differences between Australia and other similar countries affecting agent decisions in the 
conversion stage.  
 
Despite preservation and the mandatory SG in Australia, institutional settings and 
attitudes result in most benefits being withdrawn as lump sums.  The position of James 
and Vittas (2000) is that voluntary annuitisation and the means-tested public pension 
create moral hazard, with an incentive not to annuitise, since longevity risk can be borne 
by the public sector, creating adverse selection in the market development of life 
annuities.  Additionally, policy makers must also consider: bequest and precautionary 
saving motives; individual myopia and mistrust; tax; public pensions crowding out 
individual annuities; and some mandatory annuitisation designed to keep retirees out of 
poverty, but giving individual households considerable latitude in the time-stream of 
consumption.5  This result suggests the use of the public pension as a retirement income 
source, with attitudes to longevity and income flow risk, estate planning and financial 
advice being variables for policy makers to focus on to encourage efficient annuitisation 
of benefits. 

                                                 
4 See Wolcott (1998) for an extensive analysis of family, demographic and other factors which affect the 
retirement decision of Australian 50-70 year olds. 
5 Mitchell and Piggott (2001) argue given the historical right to take superannuation benefits as lump sum 
in Australia, mandating retirement income streams is politically difficult but in the long term, the success of 
the SG will depend upon such policy. Compulsory annuitisation is often advocated in order to avoid the 
problems caused by adverse selection due to asymmetric information. It is suggested that supposing 
annuities are initially priced on the basis of the average life expectancy for the population as a whole. 
Retiring workers who know they have a lower life expectancy because of unobservable health factors will 
not buy such an annuity, so the expected lifetime of annuitants will be above average, forcing issuers to 
raise prices and leading to another round of adverse selection -with the result that the annuity market will 
be smaller and less well developed than if all workers were forced to purchase an annuity. According to this 
scenario, workers with average life expectancy will not have access to longevity insurance at actuarially 
fair prices in a voluntary insurance market because of adverse selection. 
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Moral hazard incentives not to annuitise incomes are also driven by agents’ attitudes to, 
and financial market factors affecting, annuity products.  Research at the practitioner 
level by Wakeling and Yang (2000) argues that providers of allocated pensions with 
longevity risk and life annuities with investment risk, providing little opportunity to 
participate in growth assets, do not properly educate and prepare individuals; 
recommending an ‘allocated, complying equity-linked annuity’ pooling and linking both 
longevity and investment risk.  This work advocates annuity products that consider 
longevity, investment and inflation risk, and highlights how attitudes to these factors are 
important to the relative attractiveness of annuity products in the conversion decision. 
 
Currently, there are insufficient options available to capture the preferences of agents for 
a range of risks because of the underdevelopment of the Australian annuity market. 
Research regarding risk factors by Drew, Stanford and Stanhope (2005) suggest new 
annuity products include more variable components, under which current year income 
streams depend on the previous year’s earnings from a growth portfolio; growth 
pensions, which are non-commutable transparent account-based income steams invested 
in a balanced portfolio with a term equal to life expectancy and income stream 
determined by a valuation factor;6 and, mortality or survivor bonds, to assist annuity 
issuers estimate mortality risk, where coupon payments are determined by the percentage 
of the population at retirement age at issue still alive on future coupon dates. However for 
all these options, further government policy change is required. The proposition of these 
options demonstrates the importance of catering to investment, pension qualification, 
longevity, inflation and income flow risk, and estate planning; all areas that agents 
develop attitudes towards.  
 
The analysis of significant attitudes to annuity products features is a relatively new line of 
research.  Gunderson and Luchak (2001) argue that “there is little direct information on 
employee preferences for the different specific features of pension plans such as inflation 
protection, early and postponed retirement options, and compulsory retirement 
requirements” informing individuals or policy makers about the trade-offs of prices 
agents may be willing to pay for those components.  This is crucial because “knowledge 
of employee pension feature preferences may help predict the impact of regulatory 
interventions, since if they are contrary to the preferences of agents, the regulations are 
often ‘undone’ by subsequent private action”.  This research suggests those averse to risk 
and inflation, and those close to retirement choose appropriate preferences systematically 
reflecting personal and demographic characteristics.  The research undertaken in this 
dissertation reflects the exploratory nature of the testing of attitudes to annuity products 
on the conversion decision. 

                                                 
6 Similarly, ISFA (2002) supports the implementation of ‘complying account based income streams’ 
(growth pensions). 
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This study attempts to take steps toward adding to the existing literature by building a 
model of retirement income conversion decisions.  This line of work is supported by the 
position of Engelhardt (2002) who observes that there is insufficient study estimating a 
behavioural model that would allow for long-run analysis of changes in pension policy 
and such a model should be the ultimate goal of this line of research.  In summary, this 
study expands the previous literature by analysing demographic, financial market, and 
attitudinal factors affecting the conversion of superannuation benefits into retirement 
income as having three possible outcomes: lump sum withdrawal, roll over, or drawing 
an annuity. Additionally, this dissertation also attempts to add to the literature by placing 
the conversion model in the wider context of the retirement income continuum. 
 
Methodology 
The literature presented on conversion provides evidence of several trends in the 
literature regarding attitudes, demographic and financial market factors.  The explicit 
modelling of the conversion of superannuation benefits is again largely exploratory 
research.  The purpose of study is not to test a theory or ex-ante prediction of variables 
retirement income decisions, but rather use exploratory techniques to operate the research 
agenda using a multinomial regression model of the form: 
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log  is the dependent variable, retirement income conversion, with three 

possible values: 
 
 lump sum,  
 annuity or  
 rollover,  
 
and three possible logits: 
 lump sum compared to rollover 
 annuity compared to rollover 
 rollover compared to lump sum;  
 
where there is a set of coefficients for each of the three logits (each category produces its 
own set of coefficients relative to the reference category), with the first subscript 
identifying the logit and the second subscript identifying the 15 independent variables; 
and 



 8

 

0i  is the intercept term; and  

the 15 independent variables pX  include:  

 The attitudinal variables; which are ordinal data based on a 10-point Likert scale: 7 
o Capital withdrawal,  
o Management control, 
o Investment control, 
o Income flow risk, 
o Investment risk, 
o Pension qualification, 
o Longevity risk, and 
o Inflation risk ; 

 Estate planning, a dummy variable where agents structure their financial affairs to 
leave an estate (1) or not (0);  

 Financial advice, a dummy variable where agents seek financial advice from outside 
sources (1) or not (0); 

 Main planned source of retirement income, a dummy variable with three outcomes: 
o Superannuation compared to other savings, 
o Pension compared to other savings, 
o Pension compared to superannuation, 

 Gender, a dummy variable where agents are male (1) or female (0); 
 Retirement status, a dummy variable based on the distinction used by the survey 

between retirees aged 55+ (1) and pre-retirees aged 45+ (0); 
 Household income, a dummy variable with three outcomes:8 

o low household income (A$0-A$40,000) compared to high household incomes 
(A$101,000+), 

o medium household income (A$41,000-A$100,000) compared to high 
household income below A$100,000, 

o medium household income (A$41,000-A$100,000) compared to low 
household income (A$0-A$40,000); and 

 Employment status, a dummy variables with three outcomes:  
o Full-time employment compared to other employment, 
o Self-employment compared to other employment, 
o Self-employment compared to full-time employment. 9 

                                                 
7 According to Berry (1993), 10-point scales have sufficient classes in the ordinal independent. 
8 The separation between: low (A$0-A$40,000) and medium (A$41,000-A$100,000) households is based 
on and the government co-contribution being available to low income households up to, and the Australian 
median weekly household income bracket being closest to, A$40,000 (A$36,500 - A$41,662); and the 
separation between medium and high being based on households subject to the 15% surcharge (incomes 
above A$94,691) to those not (incomes below A$94,691) being closest to A$101,000.  
9 This technique matches as closely as possible to the ABS (2003) practice of treating full-time workers 
only as those employed persons who usually worked 35 hours or more a week. 
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The conversion model takes the form of a multinomial logistic regression estimated using 
SPSS.  Binomial (or binary) logistic regression is a form of regression which is used 
when the dependent is a dichotomy and the independents are of any type.  Multinomial 
logistic regression exists to handle the case where there are more than two dependent 
variables and is the appropriate model selected for this study (Garson, 2003).10 
 
Data  
In order to estimate the multinomial regression model outlined, data on conversion 
choice, attitudinal measures towards product attributes; financial market variables 
including estate planning, financial advice and main planned source of retirement 
income; and demographic variables including gender, retirement status, household 
income and employment status are required. The data collected for estimation in the 
conversion model is the same as the accumulation model. For the multinomial regression 
model in this study, the data used was based on a sample survey collected by Chant Link 
and Associates via a telephone questionnaire, developed as a component of a larger 
research project called ‘Retirement Savings, Drivers and Desires’, undertaken by IFSA.  
A total of 365 responses, from Australians aged 45 years and over were used in this 
study.11  This study focuses on data collected on two of the major Sections of the 
questionnaire.  The first sought to measure attitudes towards retirement income products 
attributes using a 10-pont likert scale with a greater score representing greater agreement 
with the statement.  The second considered is a number of variables describing the 
personal financial market decisions and demographic attributes of respondents (See 
Appendix 1).  The summary statistics of the conversion model are presented Table 1. 
 

                                                 
10 Ordinal logistic regression was not used because it is preferred to multinomial logistic regression (only) 
when multiple classes of the dependent variable can be ranked, which is not the case in this study. Also the 
log linear procedure will handle multinomial logistic regression (only) if all independents are categorical.  
Maximum likelihood estimation (MLE) is the method used to calculate the logit coefficients, contrasting 
with the OLS estimation of coefficients in regression. MLE seeks to maximise the log likelihood (LL) 
which reflects how likely it is (the odds) that the observed values of the dependent may be predicted form 
the observed values of the independents (Garson, 2003). 
11 For a complete table of summary statistics, see Drew, Stanford and Stanhope (2005).  The total sample 
size was n=600 individuals aged 45 years and over.  The pre-retiree group (n=400) consisted of those 
individuals who identified as the main income earner in the household, were aged 45 years or over and who 
were currently engaged in paid employment for more than 25 hours per week.  The retiree group (n=200) 
consisted of those individuals who identified as the former main income earner of the household, were aged 
55 years or over and had either fully or partially retired from the workforce in the past five years.  A 
selected range of the sample population’s demographic characteristics were also collected.  In summary, 
the pre-retiree group was comprised of 66.5% male and 33.5% female respondents.  The retired group was 
comprised of 64.2% male and 35.5% female respondents. The modal age of the pre-retiree group was 52 
years of age with a range of 45 to 73 years of age compared to a modal age of 62 years of age for the retired 
group with a range of 55 to 84 years of age. The majority of respondents in both the pre-retiree and retiree 
groups were married (pre-retirees: 66.3% and retirees: 68.5%) and identified as owners of their primary 
place of residence (preretirees: 54.0% and retirees: 84.5%).  A total of 365 usable responses were 
investigated in this study. 
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Table 1 Conversion Model Summary Statistics (n=365) 

Variables Value Proportion (%) 

Dependent Variable   

Retirement Income Conversion Lump Sum 40.3 

 Annuity 42.7 

 Rollover 17.0 

Independents   

Estate Planning None 24.4 

 Yes 75.6 

Financial Advice None 17.8 

 Yes 82.2 

Retirement Income Source Superannuation 44.9 

 Pension 26.3 

 Other Savings 28.8 

Gender Female 34.5 

 Male 65.5 

Retirement Status Pre-Retiree 67.1 

 Retiree 32.9 

Household Income Low 41.9 

 Medium 44.4 

 High 13.7 

Employment Status Full-Time Employment 72.3 

 Self-Employment 18.4 

 Other Employment 9.3 
 Likert Scale Value 

 0 1 2 3 4 5 6 7 8 9 10 

Independent Variables Proportion (%) 

Capital Withdrawal 6.6 0.8 1.9 1.9 2.2 13.7 5.5 10.1 24.4 8.2 24.7 
Management Control 7.4 2.2 1.6 1.6 1.4 8.5 2.5 7.9 18.9 12.1 35.9 
Investment Control 6.3 1.1 0.3 2.2 1.6 11.5 3.6 7.7 18.6 12.1 35.1 
Income Flow Risk 2.5 0.8 0.8 2.5 2.5 7.1 3 7.9 23.8 10.7 38.4 
Investment Risk 9.9 1.4 6 5.8 9 19.2 15.1 14.5 10.4 4.4 4.4 
Pension Qualification 6.3 1.6 0.8 2.2 1..6 8.2 3.8 8.2 17.5 10.1 39.5 
Longevity Risk 2.5 1.4 0.8 1.9 0.5 3.8 2.2 6.6 11.5 10.4 58.4 
Inflation Risk 4.7 0.5 0 1.9 1.4 4.1 2.7 9 22.5 12.1 41.1 

 
Of primary concern to this study is the identification of factors that are drivers of 
conversion choice of accumulated superannuation benefits. The following section 
discusses the reliability of the model presented and then moves to an analysis of the 
results of the conversion model. 
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Parameter Estimates and Diagnostics  
Prior to considering the adequacy of the model chosen, significant issues relating to the 
data must be addressed.  That is, the specificity of the chosen model and the data 
underlying it must ensure that ensuing results are useful and interpretable.  This stepwise 
multinomial regression model includes 15 independent variables and has 365 
observations.  The polytomous dependent variable, superannuation benefit conversion, 
refers to respondents’ considered or actual action regarding taking their superannuation 
benefit mostly or all as a lump sum (lump sum), mostly or all as an annuity (annuity), or 
placing it in a rollover (rollover).  
 

Table 2 Conversion Model Prediction 

Predicted by Model 
Observed 

Lump Sum Annuity Rollover % Correct 

Lump Sum 94 43 10 63.9 

Annuity 31 118 7 75.6 

Rollover 26 24 12 19.4 

Overall % 41.4 50.7 7.9 61.4 

 
Almost two-thirds of those individuals selecting a lump sum as their choice regarding 
taking their superannuation benefit are correctly assigned by the model.  Over three-
quarters of those selecting an annuity are correctly assigned, compared with under 20 per 
cent of respondents selecting a rollover.  The poor classification of the rollover result is 
somewhat expected due to the nature of a rollover (it is not a ‘true’ conversion as it can 
be later withdrawn as a lump, converted into an annuity, or moved to an account not 
within the superannuation environment).  Overall, over 60 per cent of respondents are 
correctly assigned to their superannuation benefit conversion choice, a reasonable result.  
 
Norusis (1999) notes that care must be take when interpreting the usefulness of these 
results as “it is possible for the model to be correct, but classification to be poor, when 
you have groups of unequal sizes (as in this study), cases will be more likely to be 
classified to the larger groups, (annuities has half of the cases) regardless of how well the 
model fits.  Although classification provides interesting information (Table 2), by itself it 
tells you little about how well a model fits the data”.  To know how well the model fits 
the observed data, the Pearson 2  statistics is often used to assess the discrepancy 
between observed and expected counts in a multidimensional cross tabulation.  
 

Table 3 Conversion Model Goodness-of-Fit 

Goodness-of-Fit 2  Significance 

Pearson 692.949 0.483 

Deviance 626.307 0.965 
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As the Pearson 2  significance is large, the null hypothesis that the model fits the 

observed data cannot be rejected.  Also the deviance 2  which is the change in -2log-
likelihood when the model is compared to a saturated model that includes all main effects 
and interactions is small, and the significance is large, so again the null hypothesis that 
the model fits cannot be rejected.  The goodness of fit statistics should only be used when 
there are multiple cases observed for each of the covariate patterns.  If most cases (of a 
variable) have unique covariate patterns, as is often the situation when covariates are not 
categorical (such as the interval independents in this model), the goodness of fit tests will 
not have a 2  distribution, and hence, these diagnostics are not covered further (Norusis 
1999). 

 

Table 4 Conversion Model Fitting Information 

Model -2 Log Likelihood 2  Significance Nagelkerke 2R  Cox and Snell 2R  

Intercept Only 752.418     

Final 626.307 126.111 0.000 .335 .292 

 
From the model fitting information, the significance of the 2  difference between the -2 
log-likelihood for both the model with only the intercept terms and for the final model is 
small, such that the final model is significantly better than the intercept only model at the 
1% level of significance.  The log-likelihood here is expressed as the sum of a 
multinomial constant that doesn’t depend on the parameters, and the kernel, a quantity 
that does depend on the parameters (Norusis, 1999).  In summary, it is argued that the 
estimated equation is a well-fitting model as the 2  is significant at the 5% level 
(Garson, 2003c).  
 
When interpreting a measure of effect size in logistic regression there is no widely-
accepted direct analog to 2R  in OLS regression.  This is because an 2R  measure seeks to 
make a statement about the ‘percent of variance explained,’ but the variance of a 
dichotomous or categorical dependent variable depends on the frequency distribution of 
that variable.  This means that 2R  measures for logistic regression with differing 
marginal distributions of their respective dependent variables cannot be compared 
directly, and is problematic compared to OLS (Garson, 2003b).12  
 

                                                 
12 See Esterella (2001) for further comment on alternative measures of fit for logistic equations. 
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Table 5 Conversion Model Likelihood Ratios 
Effect -2 Log-Likelihood of Reduced Model 2  Significance 

Capital Withdrawal 627.223 0.916 0.632 

Management Control 629.982 3.675 0.159 

Investment Control 627.135 0.828 0.661 

Income Flow Risk 632.248 5.941 0.051 

Investment Risk 629.146 2.839 0.242 

Pension Qualification 626.478 0.171 0.918 

Longevity Risk 627.010 0.703 0.703 

Inflation Risk 626.965 0.658 0.720 

Estate Planning 628.767 2.460 0.292 

Financial Advice 631.541 5.234 0.073 

Retirement Income Source 633.820 7.513 0.023 

Gender 635.086 8.779 0.012 

Retirement Status 661.125 34.818 0.000 

Household Income 630.931 4.624 0.328 

Employment Status 631.905 5.599 0.231 

 
Log-likelihood ratio tests of individual parameters are a nested model test between the 
final model and a reduced model omitting one of the terms in the model.  The log-
likelihood ratio tests for individual effects in the final model conclude that: significantly 
related to superannuation benefit conversion at the 1% level is retirement status, gender 
and retirement income source at the 5% level, and income flow and financial advice at 
the 10% level, respectively.  The likelihood-ratio tests in Table 5 provide better tests for 
an effect than those based on Wald statistics because they sometimes fails to correctly 
reject the null hypothesis when coefficients are large (Norusis, 1999) and contrary 
findings based on the Wald statistic are to be ignored, and a good model fit overall should 
be assumed (Garson, 2003b).  Overall, it is argued that the diagnostics of the 
accumulation model presented indicate an adequate model specification, with due 
consideration of the exploratory nature of the study undertaken.  This means analysis of 
results is useful and meaningful in providing insights into how individuals are reacting to 
the imposed superannuation framework. 
 
Analysis 
The results of the conversion model (supported by diagnostics in the previous section) are 
presented in Table 6.  Particularly important are the odds ratio, Exp( ), indicating which 
variables have the most effect on the dependent variables, planned or actual 
superannuation benefit conversion choice: lump sum, annuity or rollover.  
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Table 6 Conversion Model Parameter Estimates13 
Lump Sum compared to (c.p.) Rollover   S.E. Exp(  ) 95% CI for Exp (  ) 

    Lower Upper 
Capital Withdrawal -0.018 0.066 0.982 0.864 1.117 
Management Control 0.015 0.074 1.015 0.878 1.173 
Investment Control -0.041 0.073 0.959 0.831 1.107 
Income Flow Risk 0.076 0.085 1.079 0.914 1.275 
Investment Risk 0.000 0.070 1.000 0.871 1.148 
Pension Qualification 0.003 0.076 1.003 0.864 1.165 
Longevity Risk -0.068 0.095 0.934 0.776 1.124 
Inflation Risk -0.026 0.076 0.975 0.840 1.131 
Estate Planning 0.589 0.419 1.802 0.792 4.097 
Financial Advice  0.636 0.481 1.888 0.736 4.847 
Superannuation c.p. Other Savings 0.784*** 0.422 2.190 0.957 5.009 
Pension c.p. Other Savings 1.364* 0.452 3.914 1.613 9.496 
Pension c.p. Superannuation 0.581 0.469 1.787 0.713 4.479 
Gender  1.033* 0.386 2.809 1.318 5.989 
Retirement Status  -0.515 0.391 0.598 0.278 1.285 
Low c.p. High Household Income -0.344 0.688 0.709 0.184 2.732 
Medium c.p. High Household Income -0.412 0.630 0.663 0.193 2.277 
Medium c.p. Low Household Income -0.068 0.412 0.934 0.417 2.094 
Full-Time c.p. Other Employment -0.392 0.591 0.676 0.212 2.152 
Self-Employed c.p. Other Employment 0.410 0.728 1.507 0.362 6.278 
Self-Employed c.p. Full-Time Employment 0.802 0.510 2.230 0.821 6.059 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level, NBs: The sign of the coefficient 

indicates whether the log odds, Exp(  ), increase (+) or decrease (-). 

 

Annuity c.p. Rollover   S.E. Exp(  ) 95% CI for Exp (  ) 

    Lower Upper 
Capital Withdrawal -0.059 0.069 0.943 0.824 1.078 
Management Control -0.093 0.077 0.911 0.784 1.059 
Investment Control -0.070 0.077 0.933 0.802 1.085 
Income Flow Risk 0.213** 0.094 1.238 1.030 1.487 
Investment Risk 0.090 0.073 1.094 0.948 1.263 
Pension Qualification -0.021 0.077 0.979 0.842 1.139 
Longevity Risk -0.079 0.101 0.924 0.759 1.127 
Inflation Risk 0.028 0.086 1.029 0.870 1.217 
Estate Planning 0.248 0.430 1.282 0.552 2.978 
Financial Advice  -0.209 0.528 0.811 0.288 2.284 
Superannuation c.p. Other Savings 1.941* 0.425 6.966 3.027 16.031 
Pension c.p. Other Savings 1.281** 0.505 3.599 1.338 9.685 
Pension c.p. Superannuation -0.660 0.484 0.517 0.200 1.333 
Gender  1.008** 0.398 2.741 1.257 5.977 
Retirement Status  0.399 0.427 1.491 0.645 3.442 
Low c.p. High Household Income -1.198** 0.677 0.302 0.080 1.138 
Medium c.p. High Household Income -0.956 0.599 0.384 0.119 1.244 
Medium c.p. Low Household Income 0.242 0.425 1.274 0.554 2.928 
Full-Time c.p. Other Employment -0.157 0.643 0.855 0.242 3.014 
Self-Employed c.p. Other Employment 0.962 0.771 2.617 0.577 11.867 
Self-Employed c.p. Full-Time Employment 1.119** 0.515 3.062 1.116 8.398 

                                                 
13 Where the confidence interval on the odds ratio includes values above and below one (1), conventionally 
caution should be taken when analysing this variable as a useful predictor (Garson, 2003b). 
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Annuity c.p. Lump Sum   S.E. Exp(  ) 95% CI for Exp (  ) 

    Lower Upper 
Capital Withdrawal -0.041 0.054 0.960 0.864 1.066 
Management Control -0.108*** 0.059 0.898 0.800 1.007 
Investment Control -0.028 0.062 0.972 0.862 1.097 
Income Flow Risk 0.137*** 0.077 1.147 0.987 1.333 
Investment Risk 0.090 0.058 1.094 0.977 1.226 
Pension Qualification -0.024 0.061 0.976 0.866 1.100 
Longevity Risk -0.010 0.080 0.990 0.845 1.159 
Inflation Risk 0.054 0.068 1.055 0.924 1.205 
Estate Planning -0.341 0.310 0.711 0.387 1.307 
Financial Advice  -0.845** 0.392 0.430 0.199 0.927 
Superannuation c.p. Other Savings 1.157* 0.351 3.181 1.598 6.332 
Pension c.p. Other Savings -0.084 0.401 0.920 0.419 2.020 
Pension c.p. Superannuation -1.241* 0.355 0.289 0.144 0.580 
Gender  -0.024 0.288 0.976 0.555 1.716 
Retirement Status  0.914* 0.341 2.495 1.279 4.864 
Low c.p. High Household Income -0.855 0.530 0.425 0.151 1.203 
Medium c.p. High Household Income -0.544 0.471 0.580 0.230 1.461 
Medium c.p. Low Household Income 0.310 0.338 1.364 0.703 2.645 
Full-Time c.p. Other Employment 0.235 0.492 1.265 0.482 3.317 
Self-Employed c.p. Other Employment 0.552 0.580 1.737 0.557 5.410 
Self-Employed c.p. Full-Time Employment 0.317 0.383 1.373 0.649 2.908 

 
A. Attitudes to Retirement Income Conversion 
There are eight ‘attitudinal’ independent variables included in the model to test a variety 
of risks and preferences of the desirability of particular retirement income attributes.  For 
this model, capital withdrawal, investment control, investment risk, pension qualification, 
longevity risk and inflation risk are not significantly related to the dependent variable.  
Management control and income flow are the only two attitudinal variables found that 
significantly relate to the dependent variable.  Although there is no definitive reason why 
management control and income flow are the only two significant variables, it is not 
particularly surprising that the variables are insignificant as the technique used is largely 
exploratory, and this result can also reflect the aspirational manner in which the questions 
where asked. Discussion of the significant variables is presented below. 
 
Management Control 

Table 7 Summary Stat. for Management Control in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover 0.015 1.015 
Annuity c.p. Rollover -0.093 0.911 
Annuity c.p. Lump Sum -0.108*** 0.898 

0.159 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 
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The attitude of individuals to choice and control over their superannuation assets bears 
heavily on their conversion decision.  For every unit increase in respondents’ agreement 
with the statement that they want to be able to ‘switch to another fund manager easily’, 
they are 10% less likely to choose an annuity compared with a lump sum as their benefit 
conversion choice.  This result closely matches the survey work of the Investment 
Company Institute (2000) that retirees who opted to receive their plan balances in LSDs 
(rather than deferring their distribution, or receiving an annuity or installment payment) 
expressed a desire to manage their own assets, typically having relatively high levels of 
financial assets and income.  These results suggest that superannuants who more strongly 
want a ‘choice of fund manager’ are 10% less likely to convert their superannuation 
benefit into an annuity income stream, and more likely to withdraw it as a lump sum.  
This suggests the lack of flexibility when it comes to changing funds managers’ results in 
a shift away from annuity income streams, with individuals desiring management control 
over their superannuation chose to withdraw their savings.  This prompts policy makers 
to consider that especially those on high incomes and the wealthy view the current range 
of incentives and products available to convert accumulated benefits into annuity income 
streams does not sufficiently give them the management control they desire, and they are 
reacting to this by withdrawing their benefits as lump sums.  Finally, there is no 
statistically significant difference between respondents either choosing an annuity or a 
lump sum, compared with a rollover. 
 
Income Flow Risk 

Table 8 Summary Statistics for Income Flow Risk in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover 0.076 1.079 
Annuity c.p. Rollover 0.213** 1.238 
Annuity c.p. Lump Sum -0.845** 0.430 

0.051 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 
 

The flexibility and security of an income stream is important for those wanting to ensure 
an income flow in retirement.  For every unit increase in respondents’ agreement with the 
statements that they want a retirement product with a ‘guaranteed level of payment’, they 
are 23% and 15%, more likely to choose an annuity, compared with a rollover, or lump 
sum, respectively, to convert their benefit to a retirement income.  Again, this result gives 
support to the Investment Company Institute (2000) survey of U.S. DC plans that found 
recent retirees with strong needs for current income and security typically annuitised plan 
assets or withdrew them in installment payments.  This result suggests an annuity is 
perceived as a more secure way to insure against income flow risk.14 

                                                 
14 Although beyond the scope of this study, policy makers may also need to consider the effect the 
availability for individuals to draw an annuity income stream from their homes has on agent attitudes to 
income flow risk, Beal (2001) proposes home equity conversion.  By allowing housing wealth to be used to 
cover small expenses, households may face considerably less income flow pressure to convert their 
superannuation benefit into a lump sum, allowing greater annuitisation of retirement incomes. 
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The result that individuals associate the desire to have retirement income products that 
placate income flow risk and guaranteed level of payments, by being more likely to 
annuitise benefits, is a double-edged sword for policy makers.  If annuity markets are 
properly able to provide agents with products that enable more management control by, 
coupled with a guaranteed level of payment, may cause a shift in attitudes so they are 
more likely to convert their benefits into annuity income stream product, and not 
withdraw their savings from the superannuation system.  However, if individuals are not 
able to purchase annuity products with product attributes they desire, they may turn to the 
public annuity (the public pension) to satisfy to retirement income needs. 
 
B. Financial Market Factors 
 
Financial Advice 

Table 9 Summary Statistics for Financial Advice in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover 0.636 1.888 
Annuity c.p. Rollover -0.209 0.811 
Annuity c.p. Lump Sum -0.845** 0.430 

0.073 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 

 
Financial advice and estate planning are measures of the level to which agents are 
attempting to receive help and educate themselves to achieve their retirement goals.  
Those surveyed who don’t receive financial advice from outside sources, compared to 
those who do, are 57% less likely to convert their retirement income into an annuity, 
compared to a lump sum.  This is a significant result for policy makers as it highlights the 
importance correlation between financial advice and agents selecting an annuity income 
stream.  Financial advice and retirement education are crucial factors policy makers can 
influence to entice agents to convert their accumulated benefits into an annuity income 
stream, rather than withdrawing their savings as a lump sum.  This result gives some 
support to the work of the ICI (2000) that retirees who received LSDs acted prudently 
with the assets as the majority were guided by financial advisers and typically reinvested 
all proceeds in well-diversified individual retirement accounts (IRAs), with the largest 
proportion in equities. These results reveal there is a connection between agents receiving 
financial advice and reinvesting accumulated benefits into tax-qualified products (IRAs) 
and/or purchasing annuities.  
 
Estate Planning 
The insignificance of estate issues is not surprising in light of Mackay (1997) (cited in 
Beal, 2000) finding the baby boomer consumer mentality means the bequest motive and 
accumulating funds to leave to good causes is not to strong at all. Consequently, this 
model was also unable to distinguish estate motives significantly.  Perhaps broader 
education of the public about annuity options, coupled with ensuring agent confidence in 
the financial advice industry will assist policy makers in this matter. 
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Retirement Income Source 

Table 10 Summ. Stat. for Retirement Income Source in the Conv. Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover:   
Superannuation c.p. Other Savings 0.784*** 2.190 
Pension (c.p.) Other Savings 1.364* 3.914 
Pension (c.p.) Superannuation 0.581 1.787 

Annuity c.p. Rollover :   
Superannuation c.p. Other Savings 1.941* 6.966 
Pension (c.p.) Other Savings 1.281* 3.599 
Pension (c.p.) Superannuation -0.660 0.517 

Annuity c.p. Lump Sum:   
Superannuation c.p. Other Savings 1.157* 3.121 
Pension (c.p.) Other Savings 0.084 0.920 
Pension (c.p.) Superannuation -1.241* 0.289 

0.023 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 

 
The decumulation source of retirement income can affect the conversion decision, where 
individuals may take action in order to arrange their affairs to withdraw a lump sum, 
purchase an annuity or rollover their benefit.  Firstly, those withdrawing their 
superannuation benefit as a lump sum, rather than rolling it over, are around 4 times more 
likely to source their retirement income from the pension compared with other savings; 
and around 2.2 times more likely from superannuation compared with other savings.  
This reflects the strong trade-off between lump sum withdrawals and sourcing retirement 
other savings. Individuals are less able and inclined to rollover other savings because they 
are not easily transferable into a retirement income, and not conducive to being simply 
‘rolled over’ within the superannuation environment.  
 
This result gives new insight into the work of Loundes (2001) that found higher income 
earners can more easily exploit tax rates and concessions on asset classes due to their 
greater ability compared to low-income earners, who favour other saving vehicles such as 
bank accounts.  The results of this study suggests low income earners who are more 
likely to take lump sums and source retirement income for the pension, are at a distinct 
disadvantage to high income earners, who are more likely to use rollovers to maximise 
their taxation advantage on superannuation, or even arrange their affairs to qualify for the 
public pension. 
 
Secondly, those converting their superannuation benefit into an annuity, compared with 
rolling it over, are around 7 times more likely to source their retirement income from 
superannuation compared with other savings and 3.6 times more likely from the pension 
compared with other savings. This reflects agents desiring an annuity income stream 
consider that either superannuation or the public pension is a better option than the use of 
rollovers as a ‘holding area’ that defers the conversion decision. 
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Finally, individuals converting their superannuation benefit into an annuity compared 
with withdrawing it as a lump sum are around 3.2 times more likely to source their 
retirement income from superannuation compared with other savings, and 70 per cent 
less likely from the pension compared with superannuation.  This reflects the nexus 
between using superannuation as their primary retirement source (compared to either 
other savings or the public pension) and converting these savings into an annuity income 
stream. Superannuants are much more likely to convert their savings into an annuity 
income stream when souring their retirement income from superannuation because of the 
RBL limit for annuities is double that for lump sums.  This is a positive result for policy 
makers demonstrating superannuation can provide a vehicle ensuring agents withdraw 
their savings an annuity, compared with other savings or the public pension.  
 
The relationship between retirement income source and benefit conversion is vitally 
important because it gives policy makers an indication of how individuals are reacting to 
their framework in the conversion and decumulation stages concurrently.  The main 
planned source of retirement income bears significantly on the conversion decision where 
there are relationships between retirement income sourced from other savings and 
rollover use; and superannuation based retirement income and annuitisation of benefits.  
 
C. Demographic Variables 
In addition to significant results for attitudes and financial advice, other demographic 
significant variables included gender, retirement status, household income, retirement 
income source and employment status. 
 
Gender 

Table 11 Summary Statistics for Gender in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover 1.033* 2.809 
Annuity c.p. Rollover 1.008* 2.741 
Annuity c.p. Lump Sum -0.024 0.976 

0.012 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 

 
Previous research has discussed the vital effect gender issues have on retirement 
accumulation, with the resulting differences in the size of accumulated lump sums 
profoundly affecting the conversion decision.  The results of this study confirm the 
significance of gender on conversion decisions.  Females are 2.7 times more likely than 
males to convert their superannuation benefit into an annuity rather than roll it over, and 
2.8 times more likely to withdraw it as a lump sum than roll it over.  These results 
suggest significant gender differences in the conversion decision where males are much 
more likely to rollover their accumulated benefits. 
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This could be a result of the higher incomes and financial knowledge levels males have, 
enabling them to more readily use rollovers to hold accumulated benefits in, deferring 
their conversion decision.  Indirectly, this result may also reflect the timing of a number 
of taxation and benefit limits levels that change, periodically, usually at each financial 
year.  For instance, males who have larges balances on average, are able to gain greater 
advantages in keeping their benefits in a rollover and then withdrawing a lump sum or 
annuity after the RBL limits has been increased for that year.  The gender difference in 
conversion decisions seems to reflect rational, self-seeking behaviour by agents. 
However, more research is needed at the micro level to distinguish further the reasons 
behind this difference. 
 
Retirement Status 

Table 12 Summary Statistics for Retirement Status in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover 0.515 0.598 
Annuity c.p. Rollover 0.399 1.491 
Annuity c.p. Lump Sum 0.914* 2.495 

0.000 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 

 
The retirement status of agents provides guidance for policy makers as to possible 
changes occurring within the retirement system with regards to agent preference to lump 
sums, annuities or rollovers.  Pre-retirees are 2.5 times more likely than retirees to 
convert their superannuation benefit into an annuity compared with a lump sum.  Because 
of the longer time in the workforce under higher levels of the SG, pre-retirees (will) have 
larger superannuation balances and are less likely to be under the lump sum RBL limit.  
As rational agents, pre-retirees are choosing to convert their benefit to an annuity because 
the RBL is doubled where at least half the benefit is taken as a complying pension.  This 
suggests to policy-makers that agents are acting rationally to the RBL incentives in this 
instance.  This issue warrants further attention to the radical changes made to the RBL in 
recent Commonwealth Budgets. 
 
Research by Kelly (2001) compared persons about to retire to the whole population found 
the pre-retirees are more likely to be married/defacto, own their home and are less likely 
to own rental properties due to the lack of interest in the usual attraction of reducing tax 
from high incomes due to labour force status.  As pre-retirees are more likely to be a 
couple, this result suggests they will have relatively larger superannuation benefits due to 
having two balances.  The result that pre-retirees are more likely to convert their 
superannuation benefit into an annuity compared with a lump sum reflects rational agent 
decision making, reacting to the RBL incentives to take an annuity income stream 
formulated by policy makers. This result also reflects that average superannuation 
balances are growing over time, and even though the RBL is indexed, as the 
superannuation system matures, it would be expected that pre-retirees (those who have 
has the longest time in accumulation) will become more likely to react to the RBL 
incentives by taking annuity income streams.  
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Household Income 

Table 13 Summary Stat. for Household Income in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover:   
Low c.p. High Household Income -0.344 0.709 
Medium c.p. High Household Income -0.412 0.663 
Medium c.p. Low Household Income -0.068 0.934 

Annuity c.p. Rollover:   
Low c.p. High Household Income -1.198* 0.302 
Medium c.p. High Household Income -0.956 0.384 
Medium c.p. Low Household Income 0.242 1.274 

Annuity c.p. Lump Sum:   
Low c.p. High Household Income -0.855 0.425 
Medium c.p. High Household Income -0.544 0.580 
Medium c.p. Low Household Income .0310 1.364 

0.328 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 

 
Household income is a crucial variable significant at all three stage of retirement income 
because of its explicit influence on the ability of individuals to save for retirement over 
their whole working lives.  Low income households are over 70% less likely than high 
income households to convert their superannuation benefit into an annuity rather than roll 
it over.  Primarily, low income households earning less than A$40,000 are relatively 
disadvantaged in accumulating lump sums significant enough to provide an annuity based 
retirement income, and are much more likely to roll it over for future use.  There is 
surprisingly little previous empirical evidence specifically comparing agent conversion 
decisions with the three alternatives (lump sum, annuity or rollover).  Salbelhaus and 
Weiner (1999) found lower-income families are lees likely to rollover any given sized 
distribution, but the alternative is a LSD, not an annuity.  Engelhardt (2002) found a 
consistent theme in the literature is that lower income workers are more likely to have 
received a LSD, rather than save it, but also makes no mention of annuities. 
 
Employment Status  

Table 14 Summary Stat. for Employment Status in the Conversion Model 

   Exp(  ) LL Significance 

Lump Sum c.p. Rollover:   
Full-Time c.p. Other Employment -0.392 0.676 
Self-Employed c.p. Other Employment 0.410 1.507 
Self-Employed c.p. Full-Time Employment 0.802 2.230 

Annuity c.p. Rollover:   
Full-Time c.p. Other Employment -0.157 0.855 
Self-Employed c.p. Other Employment 0.962 2.617 
Self-Employed c.p. Full-Time Employment 1.119** 3.062 

Annuity c.p. Lump Sum:   
Full-Time c.p. Other Employment 0.235 1.265 
Self-Employed c.p. Other Employment 0.552 1.737 
Self-Employed c.p. Full-Time Employment 0.317 1.373 

0.231 

* Significant at the 1% level; ** Significant at the 5% level; *** Significant at the 10% level 
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In addition to income, employment status is a fundamental variable influencing 
retirement incomes because of its great effect on the timing of the decision to withdraw 
from the labour force and convert accumulated benefits.  The self-employed are 3.1 times 
more likely than full-time employees to convert their superannuation benefit into an 
annuity, rather than roll it over.  This reflects the ease with which employees are able to 
rollover their superannuation benefits, predominately because they would be expected to 
have a relatively lower proportion of savings outside the superannuation environment, 
such as business interests of the self-employed. 
 
This result and analysis gives support to ABS (2001) statistics that less than one fifth 
(19%) of owner managers of unincorporated enterprises reported that their business was 
currently contributing to their superannuation, and only 21% of owner managers of 
unincorporated enterprises reported that they were making personal contributions to 
superannuation.  Addressing this issue, ASFA (2002) recommends contributions be fully 
deductible for the self-employed (currently capped at A$5,000) up to employees limits to 
remove the discrimination between different components of the labour force.  The current 
low proportion of contributions being made by the self-employed has meant that nearly 
65% of owner managers of unincorporated enterprises have either no superannuation or 
are not currently making contributions, compared with over 90% for the general labour 
force.  Hence, although the self-employed may have larger average balances in 
superannuation than (full-time) employees, because a smaller proportion actually 
contributes to superannuation, they are less likely as a group to rollover their savings, and 
more likely to sell-down their business interest and purchase an annuity. 
 
Concluding Comments  
The principal findings of this study considers the significant effects attitudes to retirement 
income product attributes have on the conversion decision, as well as financial market 
and demographic factors.  The results of the management control and income flow risk 
attitudinal variables indicate that if policy makers are able to satisfy individuals’ desire 
for a better choice over their fund manager, and the guaranteed level of payment they 
receive, agents will more likely choose annuity income streams, rather than withdrawing 
a lump sum or rolling benefits over.  The insignificance of a number of attitudinal 
variables and the estate planning variable indicates the need for future research and 
methodology refinement in these areas.  
 
The results that females are much less likely to roll over their balances (compared to both 
lump sum withdrawal and annuity conversion) indicates the larger average benefit 
balances males have signifies they are more likely to defer their conversion decision to 
maximise taxation and income benefits.  Moreover, pre-retirees and those receiving 
financial advice are much more likely to convert their benefit into an annuity than a lump 
sum.  Those who are withdrawing their superannuation benefit as a lump sum rather than 
roll over are more likely to have their main retirement income source from the pension or 
superannuation, compared to other savings.  Moreover, those who convert their 
superannuation benefit into an annuity rather than withdrawing a lump sum are much 
more likely to source their retirement income from superannuation, than either other 
savings or the public pension.  Finally, households with low income compared to high 
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incomes, and the self-employed compared to full-time employees, are much more likely 
to convert their benefit into an annuity, than rollover.  
 
By comparing its findings to existing research, this study has attempt to shed some new 
light on the factors under consideration, and, it is argued, has highlighted implications for 
the incidence of lump sum withdrawals of superannuation benefits, and the development 
of the Australian annuity market.  The conversion model raises important issues 
concerning the responsibilities of policy makers to target the particular groups discussed 
to ensure all agents’ retirement income conversion provides an efficient and adequate 
channel through which accumulated superannuation becomes retirement income.  We 
now turn our attention to the final stage of retirement wealth decisions, decumulation, in 
the final paper in this series. 
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Appendix 1: Survey Questions 
Variable Description Coding 

Dependent Variable – Retirement Income Conversion 

When you retire, there are a number of things you could do/did with your superannuation benefit. Which 

of the following best describes what you are most likely to consider/considered: 1 = all as a lump sum; 2 = 

most as a lump sum and a small part as some form of annuity; 3 = around half as a lump sum and half as 

some form of pension or annuity; 4 = most as some form of pension or annuity and a small part as a lump 

sum; 5 = convert all of it into a pension or annuity; 6 = place it in a roll over; 7 = my superannuation 

benefit is only available as a pension; 8 = other (7 and 8 excluded due to insufficient data) 

Lump Sum If categories 1, 2, or 3 Lump sum = 0 

Annuity If categories 4 and 5  Annuity = 1 

Rollover If category 6 Rollover = 2 

Independent Variables 

Product attributes 

When putting the money you get out of superannuation into a product that gives you money to live on in 

retirement, some features of that product may be more important to you than others. Using a score out of 

ten where ten means very important and zero means not important at all, how important are each of the 

following to you in selecting this type of product: 

Capital 

Withdrawal 

Can withdraw some of the capital  at any time 0-10 likert scale 

Management 

Control 

Can switch to another fund manager easily 0-10 likert scale 

Investment 

Control 

Can change investment mix 0-10 likert scale 

Income Flow 

Risk 

Guaranteed level of payment each week or month 0-10 likert scale 

Investment 

Risk 

Invests in low risk types of investments only 0-10 likert scale 

Pension 

Qualification 

May help you qualify for the age pension entitlements - money 

you put into the product is exempt from the age pension test 

0-10 likert scale 

Longevity Risk Guaranteed income for as long as you live 0-10 likert scale 

Inflation Risk Income is indexed against inflation 0-10 likert scale 

Other Demographic Variables 

Estate Planning Identical to accumulation model No = 0; 

Yes = 1 

Financial 

Advice 

Identical to accumulation model No = 0;  

Yes = 1 

Gender 
 

Identical to accumulation model Female = 0; 

Male = 1 
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Retirement 

Status 

Identical to accumulation model Pre-retiree= 0; 

Retiree= 1 

Retirement Income Source 

When you retire/retired from the workforce you will need/needed money to live off each week. Which of 

the following do you think will be/is the main source of regular income in your retirement: 1 = 

superannuation benefit; 2 = full  government pension; 3 = part government age pension; 4 = bank savings; 

5 = shares; 6 = managed funds or live insurance products; 7 = property investment; 8 = part time work; 9 = 

business interests; 10 = inheritance; 11 = selling, mortgaging or trading down your home; 12 = anything 

else 

Superannuation 
Category 1 only 

Superannuation = 0 

 

Pension Categories 2 and 3 only Pension =1 

Other Savings 
Categories 4 to 12 only Other savings = 2 

Household Income 

Low Household 

Income 
Identical to categories 1, 2, 3 and 4 in the accumulation model 

Low household 

income = 0 

Medium 

Household 

Income 

Identical to categories 1 to 9 in the accumulation model 
Medium household 

income =1 

High Household 

Income 
Identical to categories 10 in the accumulation model 

High household 

income = 2 

Employment Status 

Full-time 

Employee 
Identical to categories 2 and 3 in the accumulation model 

Full-time 

employee = 0 

Self-employed Identical to category 1 in the accumulation model Self employed = 1  

Other 

Employee 
Identical to categories 4 to 6 in the accumulation model 

Other employee = 

2 

 


