
 

17 January 2020 
 
 
 
Committee Secretary 
Senate Economics Legislation Committee 
PO Box 6100 
Parliament House 
Canberra ACT 2600 
 
 
 
Dear Committee Secretary, 
 
RE: TREASURY LAWS AMENDMENT (YOUR SUPERANNUATION, YOUR CHOICE) BILL 2019 
 
We welcome the opportunity to comment on the Treasury Laws Amendment (Your 
Superannuation, Your Choice) Bill 2019. 
 
We are concerned that the Bill will not achieve any positive outcomes and the evidence 
available suggests it is more likely to undermine its core objectives, which as best we can tell 
from the Minister’s second reading speech1 is to maximise retirement savings: 

“most of all, we want the settings that underpin the system to be focused exclusively on the interests of members—on 

maximising their retirement savings from the first contribution and throughout their working life.” 

Overall, we found the fewer the restrictions or limitations placed on individual choice, either 
by employees or by employers, the worse the overall performance outcomes were for 
employees.  Of the six main cohorts identified, employees under agreements with 
‘collective choice’ or ‘group choice’ were the most likely to be placed in high-performing 
funds and almost the least-likely to be placed into under-performing funds. 
 
The results show many employers are capable of selecting a good default fund for their 
staff.  But there is evidence that with less restriction on employers comes an increased risk 
of a poorer selection being made.  Unfortunately, the absence of adequate superannuation 
information in the least restrictive agreements, limits the extent to which we can determine 
whether the poorer outcomes for those employees are a result of their own decisions or the 
decision of their employer. 
 

 

1 Commonwealth, Parliamentary Debates, House of Representatives, 27 November 2019, 5987 (Dan Tehan – Minister for 

Education). Accessed online: https://parlinfo.aph.gov.au/parlInfo/genpdf/chamber/hansardr/a7ce6cc1-21ba-
4cac-bf80-f84a4f8caf08/0038/hansard frag.pdf;fileType=application%2Fpdf.  
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DETAILED ANALYSIS2 

In its 2018 Inquiry Report on superannuation, the Productivity Commission described the 
superannuation default system as a “lottery” through which a significant minority end up 
with significantly less money in retirement, up to 45%, due to being defaulted into a poor 
fund3.  Using APRA’s recently released MySuper Heatmaps, we estimate that 17% of new 
accounts created in 2017/18 could be categorised as losing out in this lottery4: 
 

 
 
Inspecting a random sample of 3,483 enterprise agreements spanning 2014 to 20195 as well 
as the 144 Awards5, we have sought to understand which industrial instruments and the 
nature of their clauses determining fund selection lead to the lottery outcomes.  In 
particular, we look to validate following key observation made by the Productivity 
Commission that seems to be a main assumption underpinning the Bill6: 

“One of the main drivers of subpar outcomes is the way default funds are tied to employers 
and the workplace relations system, with employer choice constrained by lists of funds in 
modern awards and enterprise bargaining agreements” 

 
Using the data extracted from each agreement we segmented new account holders into the 
following six cohorts based on the restrictions imposed on their fund selection: 

1. Collective choice – where an enterprise agreement mandates the use of a particular 
fund 

2. Limited employee choice – where an enterprise lists a default fund but only allows 
employees to select from a limited list of funds  

 

2 In order to be able to complete this analysis in time to meet the deadline for submissions we have had to make a number 

of simplifying assumptions as well as exclude some data points from the analysis.  While we are looking into building out 
more sophisticated modelling but do not expect this to able to be completed before the committee is due to report.  We 
have no reason to believe this will change the general findings. 
3 Productivity Commission. (2018). Superannuation: Assessing Efficiency and Competitiveness, Inquiry Report.  Accessed 
Online: 

https://www.pc.gov.au/inquiries/completed/superannuation/assessment/report/superann
uation-assessment.pdf. 
4 Based on the APRA’s 5 year Net Investment Return per annum relative to Simple Reference Portfolio: 

− Under-performing is -0.25% below the SRP or lower 

− Performing is -0.25% below the SRP to 0.75% above 

− High-performing is 0.75% above the SRP or higher 
5 Obtained from the Fair Work Commission website fwc.gov.au 
6 Productivity Commission. (2018). Superannuation: Assessing Efficiency and Competitiveness, Inquiry Report.  Accessed 

Online: https://www.pc.gov.au/inquiries/completed/superannuation/assessment/report/superannuation-
assessment.pdf. 
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Chart 1: 2018 new MySuper accounts by fund performance
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