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Inquiry into super default funds
The Productivity
Commission will look
at fund selection
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DEFAULT superannuation funds
included in workplace awards
could be subject to new Pro-
ductivity Commission criteria.

The commission will soon be-
gin an inquiry into the selection
and ongoing assessment of default
funds in modern awards. Finan-
cial Services Minister Bill Shorten
and assistant treasurer Mark Ar-
bib announced the inquiry yester-
day, 18 months and 20 days after
the Cooper Review into Superan-
nuation recommended it.

Former ASIC commissioner
Jeremy Cooper's review said on
June 30, 2010, that the processes
by which default funds were
nominated for inclusion in awards
should be reviewed to assess
whether they were sufficiently
open and competitive.

Mr Arbib said Paul Costello. a
superannuation expert who wrote
the government's response to the
Cooper Review, had been ap-
pointed as an associate com-
missioner to assist the inquiry.

The issue has been a hot potato

for some time with the Retail Mas-
ter Trust industry, which has felt
that the links between industry
funds and the unions make the
process of selecting an award de-
fault fund far too cosy.

An Institute of Public Affairs
study in 2010 found that in 166
awards approved by Fair Work
Australia, 566 superannuation
funds were specified, of which 513
were industry or public-sector
funds.

On the other side, industry
funds have been outperforming
retail funds, partly because indus-
try fund members tend to be
younger so the industry funds can
buy unlisted infrastructure assets
for the long term. With shares
doing badly, infrastructure assets
have outperformed.

Industry funds are mandated to
have equal numbers of employer
and union representatives on
their trustee boards. but unions
have reportedly been much more
focused on superannuation in the
awards than the employers.

Superannuation consultant
Warren Chant said yesterday the
Productivity Commission referral
was "welcome and long overdue".

But he said "it would have been
good if there was another associ-
ate commissioner representing
employers appointed to work with
Mr Costello, who is clearly associ-
ated with the industry fund move-
ment".

John Brogden, chief executive
of the Financial Services Council,
whose members are Retail Master
Trusts, welcomed yesterday's an-
nouncement and said the process
for selecting default superannu-
ation funds was "a closed shop, is
anti-competitive and fails to pro-
tect consumers".

He said it was "an inadequate
process that is riddled with con-
flicts of interest".

"Low and average paid workers
will be big winners from greater
competition and choice in award
superannuation," he said.
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