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By Dr Lester Wills

Those promoting retirement savings face a daunting task. They aim to 
encourage people earning an income, to set aside hard earned cash for 
some distant age that the person may, or may not reach, for rewards that 

the person may or may not achieve, at a price that the person may not wish to pay. 
All round, a tough sell.

This article utilises various items of research including studies by Gary Selnow at the 
Pension Research Council in Philadelphia and Annamaria Lusardi from the 
Department of Economics at Dartmouth College in Hanover. 

Gary mentions a story, which I shall pass on here as it makes a valid point. It is from 
the Balkans and is set on a river that forms the border between Slovenia and Austria. 

A Slovenian fisherman had been labouring for hours but had not managed to catch 
a single fish. Meanwhile, on the other side of the river in Austria, a young boy was 
reeling in fish by the bucket load. He would toss out his line and before it struck the 
water’s surface, a fish would leap up and grab the hook. Eventually the Slovenian 
fisherman could stand it no longer and looked for a means of crossing the river. As 
there were no boats, barges or bridges in sight he shouted across the river to the 
young boy and asked him “How did you cross the river?” The boy stared back in 
astonishment and then answered, “I didn’t have to. I live here!”

The point of the story is that in some cases, fate, or rather financial fate, can be 
determined from birth. Depending upon which side of the river you were born you 
can toil all your life to make ends meet, or you could live a charmed life and fail to 
understand why the other person has a problem. The cold hard reality is that some 
people do not have to bother with plans for retirement; the problem is settled for 
them at birth. Others, as in the vast majority, find themselves on the wrong side of 
the river and have to accept their fate. 

Financial planners have the task of showing people how they can get to the other 
side of the river by the time they retire. 

Investing for retirement is probably different to just about anything else people are 
asked to do. It can be argued that tucking money away today for a more secure 
tomorrow violates virtually all basic human inclinations. The savings ethic is resistant 
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to nearly all the motivators we commonly use to encourage 
desired behaviours. Consequently, advocates of retirement 
planning are robbed of the most useful and effective tools to 
stimulate wise investment decisions.

In 2000 an experiment was conducted in the US whereby the 
current wealth holdings of US Households, as reported in the 
Survey of Consumer Finances (SCF), was imported into one of 
the most popular financial planning tools. They found that about 
half of working middle class American households will not have 
a fully funded retirement. Some will actually run out of resources 
very shortly after they have retired.

Retirement Confidence Surveys that are run every year in the 
US report that people are confident they will be able to maintain 
their lifestyle in retirement. However when asked whether they 
are saving for their retirement, or if they have attempted to work 
out how much they will actually need in retirement, the answer 
is usually no.

Work I undertook in 2001 revealed people claiming that they 
did not have any idea they actually had any superannuation. 
Further, a number did not realise superannuation contributions 
were being made on their behalf, let alone that they had various 
accounts from previous employers sitting somewhere. 

To make things even more interesting, when asked if they were 
saving for their retirement, many said no. Yet, these same people 
stated they were confident they would live well in retirement.

A report released by CBA stated that pre-retirees are financially 
aware but need more education. The findings showed that 
pre-retirees are feeling confident in their financial knowledge 
but that there were gaps in their financial education that could 
cost them money. The report showed that almost 80 per cent 
knew little or nothing about the types and styles of investments 
in their superannuation and 59 per cent had not made any 
financial plans.

Objective assessments of retirement readiness suggest that in many 
instances people are overconfident and actually need to save 
substantially more than they currently are in order to achieve a 
comfortable retirement. Research from ASFA/Access Economics 
on ageing a few years ago was also revealing. It argued that the 
costs associated with the ageing population in Australia could 
cause living standards to fall 27 per cent below what they would 
otherwise be. This they argued represents A$130 billion per year 
in today’s dollars or A$6500 per annum for every Australian.

The lack of saving for retirement is a major social issue that has 
massive consequences, not just for the old but also for every 
member of society. In the words of George Vojta, president of 
the Financial Services Forum, “What is coming to the fore now 
is a sense that considerable damage will be wrecked on major 
economies of the world from the implications and consequences 
of ageing. The equation for global prosperity is at risk.”

But is this issue something that is plastered across news screens? 
Does it rate major exclusives and special news bulletins? No. 
Have alarm bells started ringing in high places? Not really, as little 
decisive action is being taken, by way of example in the UK they 
are considering raising the retirement age to 67 which whilst a 
move in the right direction will not actually do very much. 

Retirement issues have less conspicuous consequences than, say, 
the AIDS epidemic. They lack the stunning horrors that reign in 
AIDS infected communities. Moreover, in the AIDS work, the 

lapse time between behaviour and consequence is much shorter, 
and the outcomes are more certain. These conditions enable 
the use of persuasive methods not available to advocates of 
retirement savings.

Not only that, techniques that produce votes, garner political 
support, improve diet and exercise are fundamentally different 
from those that can be used for getting people to save for 
retirement. Tackling the funding crisis that the lack of saving is 
creating is actually likely to lose votes in the short term as 
benefits would have to be reduced and eligibility tightened. 
Even mild attempts have caused massive social unrest in Europe 
and South America.

No matter how you look at it, retirement savings issues are 
unique in a number of ways:

1.  The payoff for behavioural change is quite 
uncertain.

Saving for retirement is, lets face it, a gamble. No one can 
promise that the money that is being set aside will ever come 
back to us. We could die, financial markets could crash and who 
knows how events on this troubled world we live in could 
totally change our fate.

2.  Workers don’t easily buy the idea of payoffs in 
the distant future.

For a here and now instant gratification society, this is troubling. 
Benjamin Franklin said that if people wanted to be wealthy, 
they should think of saving as well as getting. For many such 
advice falls on deaf ears. As research in Australia found a few 
years ago, Australians hate debt, but they love credit. Saving is 
simply not fashionable.

3.  The promise of pleasure tomorrow means pain 
today.

This has to be a hard sell. Setting aside even a small amount each 
week or month is painful. Especially when the need for instant 
cash is the greatest, such as when raising children, buying a 
house, paying for education etc. A pleasant and secure retirement 
is frankly a daydream when the mortgage is due and the kids 
need braces.

4. The wrong decision yields instant gain

This is the other side of the coin. When the person chooses 
NOT to save that $100, they are instantly rewarded with $100 
that can be enjoyed in the here and now. Instant gratification is 
king in our society (which is why credit cards are so popular and 
are often used to fund people’s current lifestyle).

5. There is no immediate tangible reward.

One’s sacrifices, good judgments, loyalties to one’s future self, 
by definition, yield little today other than perhaps a vague 
satisfaction that you are doing the right thing. Citizens of the 
material world are motivated by fast cars, fashionable clothes, 
good food and drink and approval from peers. The symbols of 
success are all based in the here and now and it is difficult to 
‘buck the trend’. Money put away for retirement yields none of 
these rewards and can even prevent the individual from gaining 
them as returns are bound to a promise based on probability. 
The contingent-reward link is broken, which undermines a 
powerful behavioural motivator.



49The Australian Journal of Financial Planning

a Financial Standard publication www.jofp .com.au  Volume 4  Number 3  2009 

6.  The saving decision can be postponed without 
immediate penalty.

People suffer little in the here and now if they fail to save for 
tomorrow. Put simply, they deprive themselves of nothing now 
and walk away from this unfulfilled duty unaltered and unharmed. 
Comments that they are merely storing up problems for the 
future simply don’t wash.

7. There are no functional deadlines.

If planning takes time and effort, people may continue to 
procrastinate indefinitely and never put effort into planning and 
saving for their retirement. There are usually no deadlines or 
specific periods when decisions have to be made. Decisions can 
be made every day, but since one needs to put time and effort 
into them, decisions can be substantially delayed and perhaps 
never made. Consequently people believe they do not have to 
save today and do not have to save tomorrow. The immediate 
rewards for deciding to save grow no greater and the punishments 
for declining to save become no more severe in the here and 
how. It is not like failing to pay the mortgage or electricity bill. 
Failing to meet those deadlines can result in clear and present 
danger very quickly. Without retirement savings, there is always 
tomorrow, or the day after tomorrow.

8. It’s not just about retirement savings.

Not only do people have to spend time collecting relevant data 
and information about the variables that are needed for making 
saving decisions, but they also have to overcome the stress of 
dealing with what some may view as an unpleasant event. 
Retirement is not something that everyone looks forward to. It 
may represent a time when individuals are lonely, unattractive 
and unhealthy. Thinking about such issues creates Cognitive 
Dissonance, which is something that the mind tries to avoid.

As a result the pressures of immediate gratification, delayed 
benefit, the unknown, the uncertain, the uncomfortable, the 
deferrable, all ally against the wiser choices. They also strip 
advocates of retirement saving of powerful human motivators 
and inducements. Furthermore, the complexity of retirement 
saving is too much for many. Laws are esoteric and are constantly 
changing. Superannuation is a case in point with the Melbourne 
Institute Household Savings Report showing time and time 
again that people simply do not understand the system. 

Add to this the fact that for many, investing is something they 
really do not understand (why can’t you have guaranteed above 
market returns with no downside?). It also requires divulging 
intimate financial secrets to, and placing trust in, total strangers, 
who, if the media are to be believed, are more interested in their 
own financial returns than helping the client. For some it 
conjures up displaying ignorance in front of that person and 
potentially having bad decisions judged by them. 

Throw into the mix the fact that younger people are convinced 
that they will always be young. Belief in one’s immortality is a 
powerful force so peer pressure to save is scarce. Discussions about 
financial preparation for retirement are not usually a spontaneous 
topic during ‘networking’ sessions at the dance club. Consequently 
friends do not pressure one another about retirement saving.

Finally, a societal safety net is an easy palliative. Although ill fated, 
under-funded and unprotected, social security and the aged 
pension are in many people’s minds, that secret place for comfort 
when thoughts may actually stray towards the subject of retirement. 
Ignorant of the details, many have the belief that, having paid their 
taxes; they will be looked after when the time comes. 

Consequently, judgments become clouded by complexities, 
legalities, norms and expectations.

It is a wonder that those promoting retirement savings manage 
to get anyone to save at all. l
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