Employees might keep super eggs in one basket
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Most workers are content with their super fund despite high fees eating into their nest egg.


New research into the attitude of Australians towards superannuation has unearthed some interesting findings. It appears that, apart from a couple of gut-wrenching years when we saw our retirement savings going backwards, three-quarters are happy with their super funds.

So much so that come July 1, when choice of funds comes into effect and workers can tell their employer where to put their 9 per cent super guarantee, only one in 10 will likely change funds.

The survey of 755 employees by ANOP Research Services has found that for-profit retail funds are on the shakiest ground. "It is the industry and public sector fund members who are the happiest," ANOP's Rod Cameron said. "The retail funds trail the field, but even here there is a two-thirds satisfaction result."

He put the turnaround in attitudes towards super funds down to financial performance, with satisfaction among members more than doubling to 66 per cent in the past two years. Since the negative returns of 2002, and break-even results the following year, super funds last financial year returned an average of 13 per cent, according to Rainmaker, thanks to the booming local sharemarket and the global economic pick-up.

During this time, the issue of fees has fallen into second place as the catalyst to change funds, despite industry research showing that a percentage-point difference in fees can reduce the final benefit by up to 20 per cent over 30 years.

Mr Cameron told the annual conference of the Association of Superannuation Funds of Australia, held in Adelaide this week, that the majority of fund members no longer saw much difference between funds.

"When most people feel they are in the same boat as others, they are less likely to change," he said. "Some parts of the superannuation industry have benefited from the fact that people rarely consider themselves worse off than other fund members. Indeed, lack of capacity to compare funds is even more noticeable in this area of fees and charges."

If returns again move into the red, things could change. The survey suggests that healthy returns last year have lulled people into a sense of complacency or, as Mr Cameron puts it, inertia. "Choice of fund may be a total sleeper for many consumers because of the inertia factor," he said.

"Inertia characterises a lot of Australian consumer behaviour, especially in relation to financial services. We are slow to change unless we are really annoyed, or someone comes to us and makes us a better offer, or circumstances change to force us to act."

If that time came now, only one in four feel they are well enough informed about super to consider changing funds.

US-based Professor Tom Garman told the conference the underlying problem was that people were bamboozled by money issues. He said the past two generations of adults had low financial literacy, citing research that found 60 per cent lacked the confidence to make financial decisions.

He said employers, rather than governments, should educate employees, as financial wellbeing added to a company's bottom line. "The cost and responsibility of choice concerns funds and employers," Dr Garman said. "The truth is, good financial wellbeing drives employer profits and success."

Studies have estimated that individuals earning $36,000 a year will each lose about $790,000 over their lifetimes due to poor financial decisions.

Financial stress affected workplace productivity, rates of absenteeism and staff turnover, Dr Garman said. Conversely, a well-informed workforce had increased staff retention and fewer demands for pay rises.

