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By Mike Fielding  Head of Product Strategy, InvestmentLink

The intersection of advice and  
clearing exchanges

introduction
Clearing houses are not just for corporate super funds, they are also very impor-
tant for advisers who need super funds to be more efficient.

Clearing exchanges would be something you would expect to be as far from the 
advisers “concern” as north and south pole. Advice concerns with the delivery of 
high value advice to its customers. Clearing exchanges seek to efficiently exchange 
high volume transactions between their customers at lightning speed.

In most commoditised industries, efficient transaction exchanges underpin the 
very basic consumer “confidence” which allows lower volume, higher value 
advice to thrive.

As consumers have greater access to information about the market and as more 
transactions are exchanged in a market – confidence levels rise and the size and 
strength of that market grows. For example, the quality and size of a stock market 
derives from a view participants hold that transactions in that market are delivered 
efficiently and equitably.

With the Federal Government’s choice-of-fund superannuation legislation 
apparently behind us, we believe superannuation clearing exchanges and advice 
are on an interesting intersection point somewhere inside the next decade.

Both require the other, more than they know.

Banking experience – a prototype
Most Australians would expect to walk up to any ATM or EFTPOS machine 
and withdraw or deposit funds electronically at the press of a button. It’s just an 
expectation we have that the transaction will be delivered in exact accordance 
with the instructions presented – it’s an expectation as banking consumers we do 
not even think about.

Regardless of who our bank service provider is, we can access any ATM branded 
by any bank service provider and withdraw funds from our account, even though 
those machines in the wall are branded for another service provider. 

Why is this ability to access our funds from another provider’s ATM so important? 
Convenience. If we are prepared to pay the fees to use an ATM/EFTPOS that is 
not our core provider, then convenience is the consumer’s overriding objective  
(ever run out of petrol, found ourselves out of cash before going to a restaurant 
that can’t take cards, paying the babysitter or had to run down to the nearest bank 
to pay a tradesperson – we’ve all lived the moment of “urgent need for cash” – and 
usually we don’t have time to walk six blocks to find our “brand of bank”). 
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As ATM/EFTPOS users, we mostly have little insight into 
what is going on behind the machine (ATM/EFTPOS), we 
just know we can put a Westpac card into a Commonwealth 
ATM and get money out when we urgently need it. 

We can change bank accounts and mobile phone accounts 
inside 24-48 hours because it is just what we expect. So why 
should superannuation contributions paid by the employer 
become any less efficient over the next decade?

With what will become most people’s second–largest asset, 
how does the superannuation industry stack up when it comes 
to transaction efficiency? And why should advisers even care?

Efficient transaction exchanges translate to greater confidence 
in services being exchanged in that market – and that means 
more people seeking advice on how to best manage transactions 
and services in that market.

Superannuation – where from?
The superannuation choice-of-funds and portability legislation 
is arguably the most significant single piece of superannuation 
legislation since the Labor Government’s introduction of the 
Superannuation Guarantee in 1992. Why?

While award superannuation was well underway, the 
Superannuation Guarantee legislation drove universal coverage 
and underpinned the infrastructure that has led to today’s  
$1 trillion superannuation industry in Australia. According to 
Rainmaker it will reach $4 trillion within a decade.

Superannuation choice drives the urgency to build the essential 
clearing exchange transaction infrastructure – that will allow 
consumers to conveniently transact their superannuation at 
will (exchange services easily). Translated – it will shift it to 
where consumers think it should go.

today’S Superannuation efficiency 
Scorecard
As we have mentioned earlier, Australians can switch bank 
service providers, stockbrokers or mobile phone providers at a 
drop of a hat. This doesn’t mean they do change everyday, just 
that they can do so if they want to.

Equally, Australians don’t move houses every day – but the 
market for exchanging houses is particularly robust – nearly 70 
per cent of Australians own a house and most of them would 
believe that they are able to change house as their needs arise 
– likewise, they can re-arrange finance from a range of bank 
service providers when they do. 

So what does today’s superannuation efficiency index look like? 

When the Federal Government hails as a huge success that 
it will now take 30 days (instead of 90 days) for Australians 
to be able to transfer their superannuation account between 
providers, we have a work in progress (WIP).

Many in the industry will argue that superannuation is a long– 
term investment (not short-term) and so the money shouldn’t 

be easily transferable. 

While we agree there are sound arguments for why people 
shouldn’t be switching super funds ad infinitum and particularly 
certain investment classes – the argument here is about having 
the ability to switch provider, not about how often people 
might exercise that right.

Unfortunately, much of the argument preventing greater 
efficiency is not about consumer interest as it is about the 
history of provider self-interest. 

Superannuation has been a highly relationship (distribution) 
driven industry evolved from a “cottage framework” rather 
than one evolved by mass-market efficiency like the car, 
banking or telecommunications industries – yet coverage is 
approaching near universal.

Superannuation has operated without the clearing exchanges 
that characterise many of those other mass-market industries 
where the thin layer of efficiency provided by exchanges is a 
fundamental tenet of that industry efficiency.

Despite general consensus that Australians are apathetic and 
disinterested in superannuation, we now have the fourth 
largest superannuation market in the world – and consumers 
now have more money than ever on the line.

Before 1 July 2005 Australians had little or no choice as to 
who they could hold their superannuation with (choice of 
investment yes, choice of my provider, no). Now, they do have 
that choice. 

Superannuation choice ensures this industry is entering 
the decade of the consumer and their driving request for 
convenience, transparency and efficiency. 

If the transactions do not move efficiently and expeditiously, 
like they do in the banking sector, then confidence in the 
entire industry, including the role of advice is dented. When 
convenience is impaired and confidence lost, alternatives 
are sought – as consumers seek more efficient delivery of 
comparable services. 

BaSic adviSer challengeS  
with Superannuation choice
While much of the regulatory focus on advice since 
superannuation choice has focused on advice about 
superannuation switching, it is our view advisers and their 
clients and the paying employers are grappling more often 
with even more basic challenges – how can I get my employer 
to successfully send my contributions to my chosen fund.

Today advisers are able to advise their customers to ask their 
employers to re-direct employer contributions directly to the 
primary superannuation account.

Go all the way back to the ATM example and the fact 
Australians can withdraw money from their account regardless 
of the brand of the provider’s ATM – in the superannuation 
example, once the adviser agrees with their customer they will 
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direct payments to their chosen fund – the customer completes 
the ATO or the super providers branded “Choice” form and 
gives it back to their employer. Sounds simple so far.

But this is where the current inefficiency of the industry  
kicks in.

The employer (and employee) now learn first hand that each 
super fund requires money and information in a different 
format – some funds require employers to register before they 
can accept payments, some don’t, some will accept electronic 
transactions from employers, some will not, some funds require 
minimum levels of matching account details before they will 
match and allocate contributions (names, dates of birth), some 
don’t and send it straight back, some will accept payments to 
the same fund for different employees, many won’t. 

Compare this to the employer’s experience of paying salaries 
for multiple employees to multiple bank accounts. There’s no 
comparison.

The result is that some superannuation choice transactions 
are facilitated efficiently but most aren’t – today, many choice 
transactions turn into refunds because funds expect employers 
to observe rules and understandings that aren’t consistent with 
the requirements of other funds.

Many more transactions are delayed in allocation for employees 
as the recipient super fund tries to reconcile the payment with 
scant information with which to match the payment.

why adviSerS and their clientS  
will care aBout exchange efficiency
Why should advisers care? Aren’t advisers concerned with 
whether the client had adequate life protection, sufficient steps 
in place to fund for retirement and a wealth accumulation 
strategy?

Too often, we trick ourselves into believing that the industry 
is as successful as it is because of the collective “we” – in 
actual fact, it is the size if it because of a bizarre government 
social experiment in the mid–90s called the Superannuation 
Guarantee and, to some extent, we have been able to operate 
in a cocoon of protection.

Freedom of choice changes all that over a period of time – it is 
a standard feature of most mass-market industries. 

Basic transaction inefficiency betrays consumer confidence that 
superannuation choice actually works and also in the original 
adviser’s advice – “just complete the form and hand it back to 
your employer – that should do it”. Translated, payments are 
not my problem.

The more formats the employer has to deal with, the less 
convenient the payment process is for them. The more 
complex, the less confidence they have that the superannuation 
system (the market) works. The less confident they are, the less 
they support it and the more the original advice for choice is 
compromised.

Moving forward, efficient clearing exchanges are an essential 
ingredient of an efficient superannuation industry.

how adviSerS are critical to 
the evolution of an efficient 
tranSaction layer
Advisers have the immediate day to day experience with a large 
group of consumers (often an employee). In many respects, 
the adviser is the voicebox of the consumer – especially the 
ones that visit them.

In turn, the employee (consumer) interacts with the employer 
in respect to the activity of the payments system – and the 
employer’s use payroll, clearing exchanges and even internal 
infrastructure to facilitate the payments.

The advisers are the vital instrument by which the consumers 
and employers raise concerns, recommendations for 
improvement and objections about payment efficiency. As 
those concerns escalate to the superannuation providers and 
to the payers of transactions (payroll), industry efficiency is 
driven forwards. 

To the extent advisers maintain tacit indifference to the 
industry’s transaction inefficiency, they themselves get directly 
caught up in their customer’s transaction failures. 

To the extent they organise their businesses to maintain 
tacit indifference to their client (or employer’s) concerns, the 
ultimate consumers and the employer payer’s will question the 
value of the original advice given – re-directing my employer’s 
payments was complex, not convenient!

Regardless of the brand on the card (name of our superannuation 
fund), or the brand on the ATM (brand of the superannuation 
payment portal) we should all be able to direct transactions 
efficiently to our chosen superannuation account. 

It’s usually just a question of what we are prepared to pay for 
using the non-branded infrastructure.

how adviSerS evolve the world
Advisers can now ubiquitously access their client’s account 
details online and are the gatekeeper of whether their customer’s 
employer based payments are or are not being allocated, and 
generally hear first-hand about the delays experienced.

Many advisers also hold established relationships with small 
to medium sized business and/or the human resource, finance 
and payroll function of many larger businesses.

By escalating their customers’ concerns to their providers, 
whether employer or employee, advisers will make a 
lasting contribution to delivering a more efficient payments 
mechanism for the superannuation industry to match the 
Federal Government’s sweeping choice legislation and the 
well-formed expectations their customers hold about how 
transactions exchange in the banking sector.
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