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Superannuation: a dilemma of choice

G reater s u p e ra n n u a t io n  c h o ic e  fo r  e m 

ployees loom s  as an im p o r ta n t  la bo u r  

m ar<et  issue fo r  a l l  A u s t ra l ia n  
w o r k p la c e s  A t  p resen t ,  m os t  e m p lo y e r s  do  

no t o f fe r  the r staff a c h o ic e  o f  s up e ran nua t ion  

funds .

In th e  1997 B udg e t ,  the  fe d e ra l  g o v e r n 

m e n t  a n n o u n c e d  p lan s  w h i c h  w i l l  a l l o w  

w o rk e rs  to  choose w h e r e  the i r  e m p lo y e rs  in 

vest c o m p u ls o ry  co n t r ib u t io n s  m ade  un de r  the 

S u p e ra n n u a :io n  G u a ra n te e  (SG) leg is la t ion .  A  

B i ll  has been d e ba te d  in P a r l ia m e n t  ove r  re

c e n t  w e e k s  It is l i k e ly  to  r e v o lu t io n is e  the  

m a n a g e m e n t  o f  su p e ra n n u a t io n  c o n t r ib u t io n s  

in m a n y  organ isa t ions .

T h o u g h  it is s t i l l  u n c le a r  p re c is e ly  w h e n  

n e w  law s  w  II be f ina l ise d ,  the y  are e xp ec ted  

to  h a v e  e f fec t  f r o m  1 July 1 9 9 8 .  F rom  tha t  

da te ,  e m p lo y e rs  w i l l  need to  o f fe r  n e w  e m 

p lo ye e s  a c h o ice  o f  funds  in to  w h ic h  SG d e 

d u c t io n s  c a r  be d irec ted .  Th ey  w i l l  be ab le  to  

d o  so by  ad cp t ing  e i the r  a l im ite d  o r  u n lim ite d  

c h o ic e  p o l ic y .

L im i te d  ch o ic e  m ust in c lu d e :  at least on e  

p u b l i c  o f fe r  fun d ;  at least on e  re t i re m e n t  sav
ings a c c o u m ;  at least one  indus try -based fun d  

fo r  w h ic h  the e m p lo y e e  is e l ig ib le ;  and an e m 

p lo y e r  sponsored fun d .  U n d e r  th is o p t io n ,  the 

e m p lo y e r  must se lec t  the funds  w h ic h  are to  

be o f fe re d  and p r o v id e  e m p lo ye e s  w i t h  a key 

fea tu res  s ta tem en t w h i c h  desc r ibes  the  b e n 

ef i ts ,  p e r fo r m a n c e  an d  fees a sso c ia ted  w i t h  

each  fu n d .  O f  c r i t i c a l  im p o r ta n c e  is the  qu es 
t ion  o f  l iab i l  ty if a fu n d  chosen and o f fered by 

the e m p lo y e r  pe r fo rm s bad ly .  A t  the ve ry  least 

e m p lo y e r s  w i l l  need to  issue c a r e fu l l y -d e v e l 
o p e d  d i s c la m e r s  w h e n  th e y  m a ke  a v a i la b le  

i n fo rm a t io n  su p p l ie d  by  the fu n d  o f  ch o ic e .

For u n l im i t e d  c h o ic e ,  e m p lo y e r s  w o u l d  

s im p ly  in fo rm  n e w  em p loyee s  they  m a y  select 

an y  c o m p ly in g  su p e ra n n u a t io n  fu n d  o r  re t i re 

m e n t  savings a c c o u n t  fo r  w h ic h  th e y  are e l i 

g ib le .  Employees w o u ld  be respons ib le  fo r  o b 

t a in in g  th e  r o w n  i n fo r m a t io n  a b o u t  the  

a v a i la b le  fu rds .  In sma ll  o rganisa t ions, u n l im 

i ted c h o ic e  cou ld  be an a t t rac t ive  o p t io n  b e 

cau se  it v i r t u a l l y  e l im in a te s  the  r isk  o f  e m 

p lo y e r  l i a b i l i t y  in the  case o f  

u n d e r - p e r fo ' im a n c e  o r  c o l la p s e  o f  a cho se n  

fu n d .  It w o u ld  a lso  re m o v e  the  p o te n t i a l l y  

c o s t ly  ne ed  fo r  sm a l l  o rg a n is a t io n s  to  i n t r o 

d u c e  a c o m p a n y  fu n d .  For la rger en terpr ises, 

h o w e v e r ,  u n l im i te d  c h o ic e  c o u ld  im pose  very 

con s id e ra b le  a d m in is t ra t ive  costs and bu rdens  

as the  n u m b e r  o f  fu n d s  d e a l t  w i t h  c o u ld  in 

c rease hu g e  y.

T h e  th i rd  o p t i o n  fo r  e m p lo y e r s  is to  i n 
c lu d e  s u p e ran nua t ion  arrangements  in a local 

w o r k p l a c e  ag re e m e n t  w h i c h  c o u ld  o v e r r id e  

the  l im i t e d / u n l i m i t e d  a l te rn a t ive .  F1ere, e m 

p lo ye rs  and the w o r k f o r c e  w o u ld  ag ree on  a

s ing le  fund ,  m os t p ro b a b ly  the  ex is t ing  in d u s 

t ry  o r  en te rp r ise  fu n d .  Th e  e x p e c ta t io n  is tha t  

such an ag re e m e n t  w o u l d  m e e t  the  e m p l o y 

er 's  re s p o n s ib i l i t y  as regards c h o ic e ,  s ince  

the re  w o u l d  be a m u tu a l  c h o ic e  o f  th e  o n e  

fun d .

Surveys ind ica te  tha t the w o rk p la c e  agree
m e n t  is f i rm in g  as the  e m p lo y e r  fa v o u r i te .  A  

recent  ana lys is  by  the  N a t io n a l  B ank  o f  A u s 

t ra l ia  f o u n d  th a t  o f  o rg a n is a t io n s  s u rve ye d ,  

fo r ty  per cen t  saw  th is o p t io n  as p r o v id in g  the  

q u ic k e s t  and easiest so lu t io n .  L im i te d  c h o ic e  

w as  preferred by  th i r ty -s ix  per cen t  o f  e m p lo y 

ers. O n l y  tw e lv e  per c e n t  in d ic a te d  th e y  w e re  

l i k e ly  to  o p t  fo r  the fo u r - fu n d  l im i te d  c h o ic e  

m o d e l .  A  fu r the r  tw e lv e  per c e n t  w e re  u n a b le  

to  in d ica te  a p re fe rence .

W h a t  seems c lea r  is tha t  the  w h o l e  qu es 
t io n  o f  s u p e ra n n u a t io n  c h o ic e  appears  to  be 

sh roude d  in u n ce r ta in ty  and igno ran ce .  A  sur

vey  b y  G IO  fo u n d  th a t  f o r t y - tw o  pe r  ce n t  o f  

e m p lo y e rs  and  se ve n ty -e ig h t  pe r  ce n t  o f  e m 

p loye es  k n e w  n o th in g  at a ll  a b o u t  the  i m m i 

ne n t  cha nges .  S u p e ra n n u a t io n  c o n s u l ta n ts  

S e d g w ic k  N o b le  L o w n d e s  f o u n d  th a t  n in e ty  

per cen t  o f  e m p loye rs  be l ie ve  staff sho u ld  take 

r e s p o n s ib i l i t y  f o r  t h e i r  o w n  s u p e ra n n u a t io n  

c h o ic e s  b u t  o n ly  tw e n t y  pe r  c e n t  c o n s id e r  

th e i r  e m p lo y e e s  ab le  to  m a ke  in fo rm e d  d e c i 

s ions.

A c ross  l i b ra r y  an d  i n f o r m a t io n  e m p l o y 

m e n t  the re  is a p a r t i c u la r l y  w i d e  range o f  su 

p e ra n n u a t io n  fu n d s  in to  w h i c h  c o m p u ls o r y  

c o n t r ib u t io n s  are inves ted .  Th is  is p a r t ly  b e 

cause there is no  spe c i f ic  indus try  fu n d  fo r the 

sec to r  as a w h o le .  U n l i k e  m a n y  e m p lo y e e s ,  

A L IA  m e m b e rs  are fo r  the  m o s t  pa r t  e l ig ib le  
fo r  in d u s t ry  fu n d s  set up  fo r  t h e i r  p a r t i c u la r  

sec to ra l  l o c a t io n ,  ra the r  th a n  fo r  t h e m  as l i 

b ra ry  w o rk e rs .  Th is  suggests  th a t  c h o ic e  is 

even m o re  s ign i f ica n t  fo r  them , s ince no  ex is t

ing  fu n d  is focu se d  s o le ly  on  th e i r  in te rests . 

For a l l  e m p lo y e e s ,  th e re  w i l l  be a need fo r  

ve ry  ca re fu l  c o n s id e ra t io n  o f  th e i r  o p t io n s .  In 

p a r t icu la r ,  the y  sho u ld  be a w a re  o f  the  p r o b 

lem s e n c o u n te re d  in B r i ta in ,  w h e r e  s im i l a r  

p o l i c y  in i t ia t ive s  saw  s ig n i f i c a n t  n u m b e rs  o f  
p e o p le  pe rsuaded  by  c o m m is s io n - d r i v e n  o p 

erators to  leave sou nd ,  c o n s e rv a t iv e  s u p e ra n 
n u a t io n  fu n d s  fo r  r is ky  an d  i n a p p r o p r ia t e  

schemes.

For th e i r  part ,  e m p lo y e r s  m u s t  c a r e fu l l y  

c o n s id e r  the  th re s h o ld  d e c is io n :  w h e t h e r  to  

o f fe r  an op e n  c h o ic e  o f  funds, the l im i te d  fo u r  

fun ds  o r  a s ing le  fu n d  (that is, no  c h o ice )  v ia  
a w o r k p la c e  ag reem ent .  But th e y  m us t  do  so 

q u ic k ly  if they  are to  be ready fo r  c o m m e n c e 

m e n t  in jus t  t w o  m o n th s  t im e .  A n d  th e y  

s h o u ld  also re m e m b e r  that,  w h i l e  c h o ic e  fo r  

the  m o m e n t  w i l l  be restr ic ted to  n e w  e m p lo y 

ees, in tw o  years t im e  the n e w  a r rang em e n ts  

w i l l  ex te nd  to  all  th e i r  staff. ■
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