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Introduction  

Thanks for the opportunity to speak at this event at which you are looking at a 

variety of perspectives on your industry.  

My role is to look at super from the employers' perspective.  

Of course there are probably as many employer's perspectives as there are 

employers and while I hope to capture some of the complexities, inevitably my 

comments are going to be somewhat generalised.   

In looking at employers' perspectives I will touch on a number of dimensions: 

 Employers' roles as contributors to super funds on behalf of their 

employees; 

 My views on where employers in general stand on some key – or at least 

topical - superannuation policy issues; 

 Glance at some of the research released this week by Industry Super 

Australia about employers, banks and default super; and  

 Lastly say a few things about employers associations’ roles as sponsoring 

organisations of industry super funds. 

Hopefully, in ranging across these areas, I will provide plenty of grounds for 

comments and questions.  

Employers as Contributors to Super  

Part of being an employer in Australia involves paying superannuation 

contributions on behalf of your employees. 

The overwhelming majority of employers try to take this in their stride and do 

their best to meet their obligations.   

Naturally it brings with it certain administrative, compliance and of course 

monetary costs.  I want to spend a little time walking through the obligations 

and these costs to put help put a bit of substance to the employers’ 

perspective.  
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These sorts of obligations are never as simple as they first sound. For instance 

most people would probably agree with the statement that employers have a 

legal obligation to pay superannuation contributions on behalf of each of their 

employees. 

As it turns out, even this is something of a generalization and an employer can 

go to the ATO website and search for a “decision tool” to help them get a 

better idea of whether this really is the case.  There they would find:  

 The obligation applies both in respect of employees and certain 

contractors. 

 It does not apply if the employee earns less than $450 in each calendar 

month of the relevant quarter. 

 It only applies sometimes if the employee is under 18. 

 It need not apply  

o if the work done is of a private or domestic nature;  

o if the person is paid under the Community Development 

Employment Program;  

o if the person is paid as a non-resident for work done outside 

Australia;  

o if the person is paid as part of the Joint Petroleum Development 

Area (within the meaning of the Petroleum (Timor Sea Treaty) Act 

2003; or  

o if the person is paid as a foreign executive holding certain visas.  

 

An employer could also find out from the ATO website that superannuation 

guarantee contributions are paid at a rate of 9.5%. 

But even this is not all that simple.  

 Employers are obliged to pay 9.5% of an employee’s ordinary time 

earnings.  This is the amount the employee earns for their ordinary 
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hours of work including commissions, shift loadings and allowances. It 

does not include overtime payments and a range of other components 

of remuneration.  

 If an employee’s superannuation contribution base is above a certain 

level, the employer does not have to pay super on the earnings above 

these levels.  This level is indexed annually and is currently about 

$50,000 a quarter.  

With all this information, the employer can calculate and pay the amount to a 

complying superannuation fund or retirement savings account by the relevant 

quarterly cut-off date. 

If the employer makes the quarterly payment on time, they can claim a tax 

deduction in calculating their own tax liability. 

Superannuation Guarantee Charge 

If, on the other hand, an employer does not meet their obligations – that is if 

they don’t make the cut off; if they underpay; or they don’t pay into the right 

fund - they need to lodge a Superannuation Guarantee Charge Statement and 

pay the Superannuation Guarantee Charge. 

 The charge is made up of the shortfall, interest at 10%pa and an 

administration fee of $20 per worker per quarter. 

 They also lose the tax deduction they would have got if the payment had 

been made on time. 

 The superannuation guarantee charge itself is not deductible.  

All of this amounts to quite a healthy incentive to comply and a severe penalty 

for not complying.  For example if a small business is late by 10 days on a 

$1,000 payment in respect of 5 employees, they might have an after tax cost of 

$1,103 instead of the $700 if they had paid on time.   

For many employers, that is a lot worse than the penalty the big banks would 

charge them for a late payment. 
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Super contributions above the legal minimum 

These issues relate to the minimum requirements on employers.  In addition to 

these of course, many employees make voluntary payments – often by salary 

sacrificing – from their own income.  Also, employers themselves may have 

more generous arrangements and make contributions in excess of the 

statutory minimum.  

These also add to the administrative task.  

Number of funds  

There is another dimension to the employer’s obligations – that relating 

employee’s right to nominate a superannuation fund of their choice.  

As you know, with a few exceptions, new employees must be offered a choice 

of fund and employers are not meant to exert influence over that choice.   

There must be a default fund if the employee does not exercise choice.  

As a result employers are usually obliged to direct super payments into a 

number of funds.  At Ai Group for instance, we make payments in respect of 

around 300 people – employees and contractors.  About 120 exercise choice 

and we make payments into 60 funds.  

Fortunately there are very good clearing-house arrangements that take a lot of 

the sting out of this issue but of course employers still have to keep their own 

information up to date and make sure the clearing house has the latest 

updates.  

Fortunately, at least from the employer’s point of view, employees generally 

take a set-and-forget attitude to their super so there is a lot less chopping and 

changing than there could be.  

The higher rate of the superannuation guarantee  

In closing off this section of my talk, I would like to look at the issue of the 

monetary cost of super. 



5 

 

While economists might tell us something different, many employers see super 

as an extra cost above and beyond wages - in much the same way they view 

payroll tax.   

This view has wide currency despite the formal wage trade-offs that were 

associated with the initial stages of the superannuation guarantee. 

However the same trade-offs were not included a few years ago when the 

super guarantee was set to rise to 12 per cent over a number of years.  

Naturally enough, in the absence of a formal trade-off, many employers saw 

this simply as an additional cost on them.   

And they saw this additional cost coming at a time when they were very much 

under the pump because of the higher dollar, big increases in energy costs and 

unit labour costs that were moving well ahead of those of our competitors.   

And because of this they welcomed the deferral of the phased increase to 12 

per cent.  

Admittedly, in its recent minimum wage decisions, the Fair Work Commission 

announced it had applied an unspecified discount to minimum wage increases 

in recognition of the higher superannuation guarantee rate.  This discount was 

deliberately vague however and in any case only applies in respect of 

employees whose pay is referenced to an award. 

Sure, economists will tell us that, over time, wages should adjust so that wages 

before super will be lower if the super contribution rises.   

But economists say a lot of weird and wonderful things and I understand the 

employer point of view. Particularly when they see themselves paying the 

same wage and a higher SG and when it is far from clear to them how future 

wage movements will adjust to negate the extra SG. 

I said that employers overwhelmingly take superannuation in their stride and 

do their best to meet their obligations.  At the same time they certainly feel 

that super imposes additional red tape costs and monetary costs.   

I am not suggesting that employers begrudge meeting their superannuation 

obligations but they do recognize the role of super in the overall regulatory 
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burdens they confront and the role that super contributions play in the cost 

structures that they find to be uncompetitive given our current levels of 

productivity.   

 
Employers and Super Policy  

I want to turn now to give you my reading on where employers might stand on 

a number of superannuation policy issues.  These comments are far from 

statistically robust and, in fact, would be better described as impressionistic. 

The vast majority of employers would support the idea of people building up 

superannuation balances over their working life to contribute to their 

retirement income.    

The case for this is clearly very strong in the context of the sorts of 

demographic and public finance challenges that will be highlighted by the 

Intergenerational Report released by the Government today.  

Compulsory saving for retirement would have some support  

 Although at first blush many employers would instinctively baulk at the 

removal of discretion.   

 My hunch is that another share would get across the line if compulsion 

were linked to lower taxes required to pay for reduced age pension 

liabilities.   

 But for this to be effective it would seem to also require compelling the 

rollover of super into a retirement income stream.  

On tax concessions, my guess is that there would be conflicting views:  

 Many would question the need for tax concessions – at least for 

compulsory contributions on the pragmatic grounds that there is no 

need to provide incentives for something that is compulsory anyway. 

 Others would be well aware that, in the absence of so called “tax 

concessions”, savings can be punitively taxed.  Some form of concession 

would counter the inherent bias a general income tax has against saving.   
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This argument does not really get a lot of coverage in the current media 

frenzy about tax concessions for super.  

 I don’t think there would be much support for having a super tax regime 

– such as we have - that takes compulsory savings from lower income 

people and then imposes tax rates that are higher than would apply if 

the money – either the contributions or the earnings income - were 

treated as their normal income.   

 As Chris Bowen has recently reminded us, the tax-free threshold is 

currently $18,200.  So there a lot of people for whom super 

contributions and fund income would be taxed at well above their own 

tax rates.  

Superannuation fund governance  

The last policy issue I would like to offer an employer perspective on is fund 

governance. 

Fund governance is an issue that has been bubbling away beneath the surface 

for quite a while.   

From a business perspective, I think the issue is much less about the 

“independence” of directors (whatever that might mean) than it is about 

having boards with the right skills.  Skills such as those needed to provide 

strategic insight and the benefit of experience; to hold management to 

account; to question management proposals; to take management out of their 

comfort zones; and with the wisdom to let management run the fund.  

It is very difficult to regulate in a prescriptive way to achieve these outcomes.  

And there is something to be said for the approach of having guidelines that 

set out the objectives of good governance and some key benchmarks and then 

seeking an if-not-why-not approach to departures from the guidelines.   

At the very least this sort of approach can prod Boards to get serious about 

self-improvement and to reconsider their composition.  In contrast, a black and 

white rules-based approach – setting quotas for independents, establishing 

convoluted definitions for independence, and the like – can readily lead more 

to black-letter compliance and gaming rather than substantial improvements.  
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I will come back to this issue in a few moments when I look at some issues 

relating to employers as sponsoring organisations of industry super funds.  

 
ISA Research on Employers Banks and Default Super  

I am sure that many of you will have seen Monday’s coverage of the research 

that Industry Super Australia commissioned from UMA Strategic Research 

about employers, banks and default super.  

Before getting to the issues that were highlighted in the media, I want to 

comment on what I see as a very interesting insight of the research which was 

based on a survey of over 500 small and medium-sized businesses.  

One of the questions asked was about the criteria that employers regard as 

most important when choosing a default fund for their employees. 

Respondents had 9 options and were asked to nominate the top three criteria.  

The top four ranked criteria were:1 

1. Funds with low fees (65% nominated as 1st, 2nd or 3rd most important 

criteria) 

2. Funds with strong returns (58%) 

3. Administrative convenience (45%) 

4. Best member services (37%) 

                                                 
1 The full list of rankings were:  

1. Funds with low fees (65% ranked as 1, 2 or 3) 
2. Funds with strong returns (58%) 
3. Administrative convenience (45%) 
4. Best member services (37%) 
5. Advice from an accountant or financial planner (32%) 
6. Extra benefits on other financial products for your business (20%) 
7. Advice from others (15%) 
8. Nominated in EBA (10%) 
9. Nominated in Award (7%) 
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I see this as a very encouraging finding.  It suggests that employers have a very 

strong focus on outcomes that are beneficial for their employees – low fees, 

high returns and quality member services.    

Of course administrative convenience also ranks very high and that is an 

important message to funds.  

Personally I would have preferred to see strong returns rank ahead of low fees 

– given that low fees can simply mean a high proportion of assets in low cost 

investment classes such as cash, bonds or indexed share portfolios which may 

not be associated with strong returns or appropriate diversification. 

The sixth ranking criterion for employers’ choices was “extra benefits on other 

financial products for your business.”  20 per cent of businesses nominated this 

as either their first, second or third preference.  While this is somewhat 

disturbing – particularly in the context of other issues highlighted by the 

research, it is instructive to note that only 3 per cent of businesses nominated 

this as their first preference.   

So 97% of employers ranked inducements that might be offered to them by 

providers of financial services behind other criteria for selecting default funds 

for their employees who do not exercise their own choice.  

The UMR Research found that about a quarter of respondents (26%) said their 

bank had recommended a default fund for their business.  

 While some of the banks appear to be more active in recommending 

their own subsidiary funds than others, banks very frequently 

recommended other funds – including industry funds.  

 Perhaps the most disturbing result, however, was that of the 26% who 

had been recommended a fund by their bank, 43% said they had been 

offered an inducement by the bank. This equates to about 11% of all 

respondents.  

 Of those that had been offered inducements to change their default 

fund about one third said they did change their default fund.  This works 

out at about 3½% of all respondents. 
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 A further 57% of businesses that had been offered an inducement were 

still considering the offer (equals about 6½% of respondents).  

 While some of the inducements related to lower fees on super and 

financial advice for employees, others related to benefits for the 

business rather than its employees. 

While clearly far from an epidemic, the fact that inducements appealing to the 

self-interest of businesses are being offered to encourage them to change their 

default fund is clearly of some concern.   

It is hardly appropriate for an employer to be choosing a default fund on the 

basis of considerations relating to their own self-interest rather to the interests 

of the employees.  

There is, at the same time, strong positive news contained in the UMR 

research.  To me there look to be quite considerable opportunities for 

alternative marketing efforts appealing to the strong inclination of employers 

to choose default funds that deliver good outcomes for their employees.  

Employer associations as sponsors of industry funds  

The last area that I would like to touch on this morning concerns the role of 

employer associations as sponsors of industry super funds.  

At Ai Group we are very proud of our role in AustralianSuper and we are very 

committed to the idea of funds run only to benefit members.  To this end we 

work very closely with our co-sponsor – the ACTU - in a truly remarkable 

cooperative venture. 

Of course the not-for-profit dimension of the industry funds is not in itself 

sufficient to secure the best outcomes for fund members.  For that, the funds 

also have to outperform on investment returns net of costs and to provide 

levels of service that members expect. 

As sponsors we have a very important role in securing these outcomes.  Our 

rights to nominate Board and Committee members confer on us very 

substantial responsibilities. 
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 We have responsibilities for the quality, and ultimately, the performance 

of the Board and its committees.  

 It is up to us to ensure the funds have the right mix and the right depth 

of skills.  

Of course, AustralianSuper has a very good Board and very high quality 

Committees and it also has a wonderful management team most ably led by 

Ian and Mark. 

Nevertheless we – Ai Group – know that we have to remain focused on our 

responsibilities and be ever ready to take any steps we can to further improve 

the Board and its Committees.   

While I don’t think we need to be prodded by regulation to retain this focus, I 

very much welcome the policy debate over fund governance.   

If it means we, and other sponsoring organisations, engage constructively in 

this debate and, if it means that we rethink our responsibilities and reassess 

how well we are meeting them that would surely be a very healthy outcome.    

 

Concluding Comments  

In closing I want to thank you again for the opportunity to speak with you 

today.   

I hope you forgive me for touching on such a range of issues.  

I hope at the least that it provides plenty of scope for your comments and 

questions.  

Thank you. 

 


