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Risk and life insurances

RISkING EvERyTHING
Research by the Association of Financial Advisers

2
010/11 is bringing into stark focus the issues of risk for 
the Australian community. Fires, floods, earthquakes, 
tsunamis, nuclear leaks along with market-related issues 
mean that risk management must be part of the national 
agenda for families, businesses, companies, govern-
ments and regions.

The focus of the Risking Everything research, conducted by Core-
Data on behalf of the AFA, is to investigate in a more detailed way 
how Australian consumers are addressing risk, in particular their life 
insurance and corporate super requirements.

What Risking Everything clearly shows is that tampering with life 
insurance could mean consumers risk everything. The research un-
covers the value advisers add to clients in the areas of life insurance 
and corporate superannuation and provides insight into the Future 
of Financial Advice (FOFA) debate so that clear evidence from con-
sumers can be harnessed to ensure quality policy outcomes.

The key insights are of the research include: 

 Consumers with an adviser are more confident, have more 
appropriate levels of insurance and greater control over their 
financial future.

 With 2 in 10 Consumers in an advice relationship, Australians 
are under-advised, underinsured and under-saved. The concern 
is that a number of the proposed FoFA reforms will ultimately 
exacerbate these issues.

 There is a clear need to educate consumers on risk – identifying, 
managing and mitigating risk so as to better protect themselves, 
their families and their assets.

Risking Everything The central Proposition
The central proposition from the research is that advisers enable cli-
ents to make better decisions around their financial futures by iden-
tifying risk and then taking steps to manage and mitigate this risk. 
Their levels of cover are more realistic and these clients better under-
stand the benefits of the cover.

The key insights include:

Underinsurance crisis
 Around half of respondents have life insurance (52.0%). Of those 
who don’t, almost half (48.5%) say the reason is they do not think 
it’s necessary.

 Two in five (43.5%) say they are not likely to ever take out 
insurance.

 The average person with life insurance is underinsured. Across all 
wealth segments, the average self-reported level of cover is just 5x 
earnings – half of what is recommended by Rice Warner.

 Of those who say they are aware of how much life cover they 
currently have, the average self-reported amount is $627,156.

 Perceptions of adequacy are likewise misguided, and even lower 
than actual cover levels.

 While the average person with life insurance thinks that they 
require $609,481 in cover; adequacy perceptions are much 
lower among those who are insured directly through the insurer 
($399,474).

 There is a strong perception among the uninsured that life 
insurance is expensive. Half as many uninsured respondents say 
life insurance represents value for money (25.3% vs. 54.4%), while 
three quarters (74.7%) say life insurance is not reasonably priced.

Richard klipin 
Association of Financial Advisers

The Association of Financial Advisers 
has acted on behalf of the financial 
advising industry for sixty years and 
focuses on the current issues facing 
financial advisers and the broader 
industry. 

Run by financial advisers and headed by chief executive, 
Richard Klipin (pictured), the association targets a range of 
issues including the educational standards of the financial 
adviser for the benefit of the public, the financial adviser 
and the industry, represent the views of advisers and to 
maintain ethical standards.
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 Many uninsured respondents are distrustful of the insurance 
industry, viewing it as ‘money grabbing’ and ‘fear mongering’.

 Life insurance is considered the least important type of insurance 
(compared to home and contents, comprehensive car insurance 
and medical insurance), while home and contents insurance is 
considered the most important.

Advisers add value – life insurance
 Two in five insured respondents purchased their main life policy 
through their super fund (41.3%), while 28.5% purchased it direct 
from the provider.

 Less than one fifth (16.0%) purchased their policy through a 
financial adviser, and even fewer (11.4%) went through a broker.

 People with a financial adviser are much more likely to have life 
insurance than those without (67.2% vs. 46.0%), suggesting 
advisers play a key role in getting people insured.

 Those who get advice on their life insurance have a greater level 
of confidence and understanding of their insurance needs. Three 
in five of those who seek professional advice to manage their 
life insurance (60.7%) feel ‘very’ or ‘extremely’ confident they 
understand what type and level of cover they need, compared to 
just two in five of those who do not get advice (41.6%).

 Those who get advice on their life insurance are more likely to 
have confidence that their level of cover is sufficient (90.7%) when 
compared to those who don’t (71.7%).

 Having sufficient life insurance cover is considered more important 
to the advised than the unadvised. More than half of advised 
respondents (55.5%) think it is ‘very’ or ‘extremely’ important 
compared to only two in five unadvised respondents (38.6%).

 More than twice as many advised respondent’s rate their life 
insurance knowledge and experience as ‘strong’ or ‘very strong’ 
(35.3% vs. 16.9%).

 Confidence that they are getting the right cover for their needs is 
cited as the greatest benefit of getting advice about life insurance 
(45.1%).

Advisers add value – corporate super
The large majority of those who use the services offered through their 
corporate super fund find them valuable to some extent (89.2%), in-
cluding over one third (35.4%) who perceive the services to be ‘very 
valuable’ and 9.0% who find them ‘extremely valuable’.

Overall 98.9% of employers perceive the advice services offered to 
their fund as valuable to them as an employer, including more than 
half that find the services ‘very valuable’ (53.3%) and one quarter 
(27.8%) who find the services ‘extremely valuable’.

According to members, tailored information and one-on-one ses-
sions provide the greatest value, as does the ability to contact their 
adviser for information and advice and access to unbiased guidance.

Employers from small businesses are the most likely to claim the 
services are ‘extremely valuable’ for members (33.3%). They are also 
slightly more likely to describe their corporate super fund adviser 
relationship as ‘extremely valuable’ (39.4%) than large and medium 
sized businesses, possibly reflecting the fact that members of small 
firms would not otherwise have access to such services.

Employers cite the convenience for members in accessing inde-
pendent, personalised professional advice, education and information 
as the greatest value to members of corporate super advice services.

Mind the gap
More than two fifths of those who have used the services of a corpo-
rate super adviser say they would not be likely to use an adviser if the 
service was not provided through their super fund (44.1%), suggest-
ing that a large proportion of members would be left without access 
to professional advice if the service was taken away.

Furthermore, the majority of members who have used a corporate 
super adviser would not be likely to pay upfront fees for financial 
advice if it was not part of their corporate super fund offer (56.0%).

An overwhelming majority of employers do not think members 
would be willing to pay upfront fees for financial advice if it was not 
part of the corporate super fund offer (85.5%), with only one in ten 
employers (10.0%) saying members would be likely to do so.

Interestingly, a commission paid by the insurance provider is both 
the most common (40.0%) and preferred (32.6%) payment method 
of those who receive advice on their life insurance.

Two in five of those who are not currently paying upfront fees for 
advice and didn’t list this as their preferred method would not be 
willing to do so, even if it was the only option they had (40.5%).

This finding implies that some of the few people actually receiving 
life insurance advice in today’s environment would exit the market if 
forced to pay a fee-for-service on their insurance advice.

The major reason why those with life insurance but without an 
adviser have not sought professional advice to manage their life in-
surance needs is an aversion to paying fees (44.0%).

FOFA fear
A massive 71.1% of members do not understand the intention of the 
MySuper legislation. Once prompted, just under half (45.7%) do not 
support the MySuper initiative and a further third (32.5%) are un-
sure of where they stand.

Only 8.6% of employers say they understand MySuper very well 
and almost half (48.4%) do not really understand the proposal or do 
not understand it at all. Once prompted, three quarters of employ-
ers (75.3%) claim not to support the initiative with only one in ten 
(10.8%) expressing support.

Three in five members (61.4%) who have utilised the services of a 
corporate super adviser claim that the possibility of losing these ser-
vices in an Opt-in environment is of great concern to them compared 
to only 17.3% who indicate this is of no concern. 

Employers express even greater concern about the potential con-
sequences of Opt-in than members with some 78.5% indicating the 
legislation is of great concern. 

Employers say the removal of corporate super services under Opt-
in could reduce benefits for employees and put members at risk of 
making poor decisions around their super and finances. They say 
members gain value from the services provided and benefit from 
having the cost embedded in the super plan.

Introduction
The recent natural disasters in Australia served as a wake-up call to 
all Australians about the importance of being appropriately insured.

Figures released by the Insurance Council of Australia in Febru-
ary for the Queensland and Victoria floods put the total individual 
claims received at 49,345. A huge number of those claims were for 
damage to homes, which puts some context around the AFA’s Risk-
ing Everything research finding that home and contents insurance is 
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considered the most important type of insurance.
However it was not just homes that were lost in the recent floods 

and at times of crisis such as these, the consequences for those with-
out life insurance are vastly more devastating.

Yet the importance placed on life insurance pales in comparison 
to home and contents, comprehensive car insurance and medical in-
surance.

Financial advisers have a key role to play in ensuring people have 
adequate levels of life insurance and in convincing clients of the ben-
efits of providing peace of mind for their families.

According to the AFA’s Risking Everything research, less than 
20% of people who have life insurance are receiving professional ad-
vice and this white paper suggests the proportion could reduce even 
further if commissions are banned on risk products under the FoFA 
reforms.

Not only is paying fees a barrier to seeking professional advice 
around life insurance, there is also strong resistance among those 
who receive advice on their life insurance to paying upfront fees.

This is also true of corporate super members, when it comes to 
paying for advice services. The majority of those who have used a 
corporate super adviser say they would not be likely to pay upfront 
fees for financial advice if it was not part of their corporate super 
fund offer, presenting a key challenge for advisers and corporate su-
per employers in an opt-in environment.

If insufficient numbers of employees opt in and these services are 
removed, this white paper argues a large proportion of members 
would be left without access to professional advice.

The industry has to take responsibility for increasing awareness 
among the consumer market of the benefits of seeking professional 
advice.

The AFA’s Back to Basics research1, carried out in 2010, proved 
that consumers with an advice relationship were better planned, 
happier with their investments and had greater peace of mind.

The research identified three main roles of the financial adviser 
from the perspective of those who seek advice: the provision of stra-
tegic advice, the provision of tactical advice and implementation.

Few people who do not access the services of a financial adviser 
are aware of these roles and the AFA’s Risking Everything research 
shows that even the majority of those who are using an adviser are 
not aware of the value advisers can add around life insurance.

The results suggest a fresh approach is needed, to extend the ben-
efits of corporate super advice to more corporate super fund mem-
bers and ensure that those who seek to insure their lives are doing so 
under the guidance of someone who can ensure that their type and 
level of cover is appropriate – a financial planner.

Methodology
The information in this white paper, Risking Everything, is drawn 
from three separate online surveys carried out for the Association of 
Financial Advisers (AFA) by CoreData in March 2011 and spon-
sored by AIA Australia.

The first survey gauged consumer attitudes towards life insur-
ance, while the second and third surveys gauged consumer and em-
ployer attitudes towards corporate super advice services.

The quote

Financial advisers 
have a key role to 
play in ensuring 
people have adequate 
levels of life insurance 
and in convincing 
clients of the benefits 
of providing peace of 
mind for their families.

Life insurance research
The life insurance survey was sent to Core-
Data’s proprietary panel of more than 
100,000

Australian consumers. Some 703 people 
from across Australia responded to the sur-
vey and results were analysed with segmen-
tation from a range of perspectives including 
financial adviser usage, life insurance pur-
chase channel and wealth.

The primary objective of the research was 
to compare the life insurance perceptions 
and experience of the insured and unin-
sured, with a particular focus on those who 
sought financial advice when taking out their 
insurance policy, or who use their adviser for 
their insurance needs.

The research explored:
 What proportion of Australians have life 
insurance

 What type of life insurance do they have 
and by what means was it purchased?

 Perceptions of importance of life insurance 
of both the insured and uninsured

 Perceptions of adequacy of both the 
insured and uninsured

 Experiences of those who purchased their 
life insurance through an adviser compared 
with those who purchased it directly or have 
only default cover through super

 For those with life insurance, what is their 
awareness of their level of cover?

 Perceived value of the adviser relationship 
regarding life insurance

 Frequency of review of life insurance 
policies

 Current versus preferred payment methods 
for life insurance advice

 Barriers to taking out life insurance
For the purposes of this white paper, the fol-

lowing terms are used to describe respondents:
Insured advised: Those who purchased 

their life insurance through a financial ad-
viser and/ or who use their adviser for their 
life insurance needs

Insured unadvised: Those who purchased 
their life insurance directly or through their 
super fund (without the assistance of an ad-
viser i.e. did not seek advice when actively in-
creasing their insurance cover) and/or do not 
use their adviser for their insurance needs. 

The term ‘life insurance’ covers a number 
of similar types of insurance including Term 
life/death insurance; Total and Permanent 
Disability (TPD); Trauma insurance/seri-
ous or critical illness; and Income protec-
tion/salary continuance.
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corporate super research
The AFA’s corporate survey was sent to the Corporate 
Super Specialist Alliance (CSSA) database of approxi-
mately 1,100 corporate super funds and 115,000 em-
ployee members. Data was collected from a representa-
tive grouping of the population of those who use their 
corporate super fund as their main super fund.

A sample of 93 employer respondents and 614 member 
respondents was recruited for this project. The primary 
objective of the research was to understand the value of 
corporate superannuation advice from the perspective of 
both corporate super fund members and employers.

The research explored:
 Level of member awareness of the corporate super 
advice services available

 The extent to which corporate super fund members 
use and value advice services

 Frequency of member contact with corporate super 
advisers

 Latent demand for corporate super advice
 Propensity of members to use and pay for advice if not 
provided through super fund

 The extent to which corporate super fund employers 
value advice services provided to members

 The extent to which employers value the relationship 
with their corporate super adviser

 Level of employer awareness of the corporate super 
advice services available

 Employer perceptions of members’ propensity to use 
and pay for advice if not provided through super fund

 Employer perceptions of the value of advice provided 
to corporate super fund members

 What impact the proposed Opt-in legislation could 
have on corporate super advisers

 Member and employer perceptions of the proposed 
MySuper and Opt-in legislation

 The verbatim comments from both members and 
employers were incorporated in the report where 
relevant.

Life insurance
value of Life Advice
Financial advisers play an important role in consumer 
decision-making, helping people to make the right deci-
sions around their finances.

It is broadly recognised by those who use advisers that 
advisers add value to people’s lives. In fact, the AFA’s 
2010 Back to Basics research found that consumers with 
an advice relationship were better planned, happier with 
their investments and have greater peace of mind.

Yet when it comes to life insurance, very few people 
seek access to professional advice. Roughly half of re-
spondents claim to have life insurance (52.0%) and of 
those who do, the most common means of purchase is 
through their super fund (41.3%). A further 28.5% say 
they went direct to the insurance company.

Less than one in five went through a financial advis-
er (16.0%). This is concerning for a couple of reasons; 
firstly, financial advisers are the reason that many people 
have life insurance in the first place.

The research shows that access to investment advice/
expertise and help with financial planning/goal setting 
top the list of reasons for seeking a relationship with an 
adviser for life insurance (51.8%), suggesting life insur-
ance is a bi-product of the relationship, rather than a key 
driver in itself.

Furthermore, a considerably greater proportion of 
those with a financial adviser have life insurance when 
compared to those without (67.2% vs. 46.0%), proving 
that advisers play a key role in ensuring people’s lives and 
families are adequately protected.

The second reason why the lack of access to profes-
sional advice is concerning, is that the unadvised are at 
greater risk of becoming over or underinsured.

According to Rice Warner, approximately 10 times in-
come is a good guide to adequacy of cover2. Judging on 
this basis, the research reveals that the average person 
with life insurance is underinsured.

Graph 1 
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The quote

Roughly half of 
respondents claim to 
have life insurance 
(52.0%) and of those 
who do, the most 
common means of 
purchase is through 
their super fund 
(41.3%). 
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Across all wealth segments, the average respondent’s self-reported 
level of cover is just 5x earnings, half of what is recommended. Of 
those who say they are aware of how much life cover they currently 
have, the average self-reported amount is $627,156.

Although level of cover typically increases with wealth, those earn-
ing more than $200,000 in household income, on average, still only 
have $1,017,969 of cover – around half the $2 million recommended 
for someone of that level of income.

Perceptions of adequacy are likewise misguided, and even lower 
than actual cover levels. While the average person with life insurance 
thinks that they require $609,481 in cover; adequacy perceptions are 
much lower among those who are insured directly through the in-
surer, without the help of an adviser ($399,474).

On average, insured respondents earning more than $200,000 
p.a. in household income consider $930,147 to be a sufficient level 
of cover.

Not only are those people seeking advice around their insurance 
needs more likely to have an adequate level of cover, they also demon-
strate a greater level of confidence, understanding and comfort with 
the type and level of cover they have.

Three in five of those who bought their life insurance through a 
financial adviser are highly confident that they understand what type 
and level of cover they need, compared to just two in five of those who 
went direct (60.7% vs. 41.6%).

The advised are also more likely to feel they have sufficient life 
cover for their needs. More than 90% of those with access to profes-
sional advice on their life insurance feel they have sufficient cover, 
compared to just 71.7% of those without access.

The greatest perceived benefit of getting advice about life insur-
ance is confidence that they are getting the right cover for their needs 
(45.1%), followed by the peace of mind that comes with receiving 
financial advice (23.5%).

Mind the life gap
One of the key pillars of the Government’s Future of Financial Ad-
vice (FOFA) reforms is the banning of commissions on investment 
products, necessitating a shift towards fee-for-service advice.

While it is not yet clear how risk commissions will be treated, the 
research sends a warning to Government that banning commissions 
on insurance could in fact exacerbate Australia’s underinsurance cri-
sis, since many people are loath to pay a fee for insurance advice.

The AFA’s Risking Everything white paper shows the resistance 
among those who seek advice around their life insurance against pay-
ing a fee for insurance advice. A commission paid to the insurance 
provider is both the most common payment method for advice on 
life insurance (40.0%) and the preferred payment method (32.6%).

However, one fifth (22.0%) say they do not pay for services pro-
vided by their adviser, suggesting they are not aware of the fees em-
bedded in their product.

Two in five of those who are not currently paying upfront fees for 
advice and didn’t list this as their preferred method would not be 
willing to do so, even if it was the only option they had (40.5%).

This suggests that some of the few people actually receiving life 
insurance advice in today’s environment would exit the market if 
forced to pay a fee.

Only one third (35.7%) say they have no problem with paying 

Graph 3 - How do you pay for advice you receive on life 
insurance from your adviser? How would you like to pay for 
advice you receive on life insurance from your adviser?10
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upfront fees for their life insurance advice, while a further quarter 
(23.8%) would be willing to pay but would not be happy about it.

Of those respondents who either pay or would prefer to pay a fee 
rather than a commission for advice on their life insurance, there is 
no clear preference for one particular fee-based payment.

Upfront and annual flat fees are the most commonly paid fee 
(both 12.0%) and the most preferred (both 13.0%), while one in ten 
(10.9%) would like to pay a fee based on a percentage of assets under 
management.

But it’s not just those that seek advice on their insurance that show 
an aversion to paying a fee. Some 29.5% of those who bought their 
policy through their super fund or direct from the insurer, and are 
not advised on their life insurance, say the reason they have not 
sought professional advice to manage their life insurance needs is 
they are unwilling to pay fees for advice.

Perhaps even more worrying, is that one third of those who bought 
their life insurance without the assistance of an adviser say they don’t 
need/want advice on insurance (35.7%).

Falling on deaf ears
The life insurance industry is fighting an uphill battle when it comes 
to convincing people of the benefits of protecting their lives. Despite 
millions of dollars poured into advertising campaigns, the message 
just isn’t getting through.

The consequences of failing to take out adequate insurance can 
be disastrous, as many of the flood victims in Queensland and New 
South Wales know all too well. Yet one of the biggest barriers to take-
up is the perception that life insurance is not necessary (48.5%), fol-
lowed by affordability (37.2%).

Other reasons, cited by around one quarter of those without life 
insurance, are that they would rather save the money for a rainy day 
(26.2%), they don’t trust insurance companies (25.0%) or they don’t 
see insurance as being good value (23.8%).

Three quarters of those without life insurance (74.7%) say life 
insurance is not reasonably priced and half as many uninsured re-
spondents say insurance represents value for money as those who 
have taken out life insurance (25.3% vs. 54.4%).

Distrust of the industry is also a persistent roadblock to life insur-
ance take-up, and is rooted in the perception that insurance compa-
nies do not pay out on claims.

This perception, however, is often shaped based on relatively few, 
high profile situations such as the recent floods.

In fact, according to The Risk Store3, some $2.78 billion was col-
lectively paid out by all 11 retail insurers across the four key product 
areas between January and December 2009. This accounts for $11.4 
million paid out per working day.

Verbatim comments on the life insurance industry:
“They sell fear, they offer no value. Your money is best in the 

bank.” (Male, 33 years old, WA)
“Not to be trusted. They take money but don’t give back.”(Male, 

53 years old, WA)
“They are in the business to make money for their shareholders 

and will avoid any payments that they possibly can.” (Male, 64 years 
old, NSW)

“You pay for insurance in good faith then when something hap-
pens like the floods, fires companies are very slow in paying or don’t 
pay! ” (Female, 44 years old, NSW)

Graph 5 - How important is ensuring you have  
sufficient insurance cover for the following? 
(Advised vs Unadvised)4
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Graph 6 - How valuable in general do you find the 
services and benefits offered to you through your 
corporate super fund?10
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The quote

The life insurance 
industry is fighting an 
uphill battle when it 
comes to convincing 
people of the benefits of 
protecting their lives.
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“Untrustworthy. Very bad reputation. Happy to take 
your money but try every dirty trick to avoid paying out.” 
(Male, 57 years old, SA)

“Money Grabbing Enterprise.” (Male, 41 years old, 
NSW)

“They are a business - their goal is to make a profit, 
not look after people.” (Male, 27 years old, NSW)

It is almost unfathomable that someone would sooner 
insure their car and home than provide peace of mind 
for their families, yet that is exactly what is happening.

Life insurance is considered the least important of the 
insurances among all respondents, behind home and 
contents insurance, comprehensive car insurance and 
medical insurance respectively.

Those without insurance place the greatest impor-
tance on home and contents insurance (43.9% rate this 
as ‘extremely important’) and comprehensive car insur-
ance (41.7%).

More than half of those without life insurance (55.3%) 
say it is not important, including one quarter who says 
life insurance is ‘not important at all’ (24.1%). Although 
those who have life insurance place much greater impor-
tance on it than those who don’t, the results suggest the 
benefits of life insurance are still undervalued relative to 
other insurances.

Only one quarter of the advised (25.8%) view life in-
surance as ‘extremely important’, almost half the pro-
portion that view home and contents insurance as ‘ex-
tremely important’ (48.5%).

The main trigger for those who have taken out life in-
surance was buying a house/getting a mortgage (24.9%) 
– almost twice as common as joining a new employer and 
reviewing their super fund (13.2%).

The research again confirms that having an adviser 
encourages take-up; for those who use an adviser for 
their insurance needs, the biggest trigger was prepar-
ing a full financial plan (22.9%), slightly more common 

than buying a house (19.0%) or advice from their adviser 
(17.1%).

There is also a common perception among those who 
have life insurance that it is only necessary once you have 
dependants (46.8%). Interestingly, those people who do 
not use an adviser for their insurance needs or did not 
purchase the insurance through an adviser are notice-
ably more likely to feel this way (50.9% vs. 39.5%).

corporate Super 
value of corporate super advice
According to the Australian Prudential Regulation Au-
thority (APRA), there is currently $60.3 billion held in 
corporate super funds in Australia4.

Corporate superannuation advisers provide a range of 
services to members of corporate super funds, from one-
on-one sessions through to seminars and newsletters.

The AFA’s Risking Everything white paper demon-
strates clearly that corporate superannuation advisers 
provide a valuable service to both corporate super fund 
members and employers.

More than half of corporate super fund members 
(52.4%) have used the services of an adviser associ-
ated with their corporate super fund and of those who 
haven’t, almost three quarters express at least some inter-
est in doing so (73.9%).

An overwhelming majority of members who have used 
the corporate super services offered through their fund 
say they find them valuable to some extent (89.2%).

Just over two fifths (44.8%) find these services ‘some-
what valuable’, over one third (35.4%) perceive them to 
be ‘very valuable’ and 9.0% say they are ‘extremely valu-
able’.

However the value gained by employers from these 
services is even greater. Four out of five employers 
(81.1%) find the services offered to them as an employer 
or policy committee member to be ‘very’ or ‘extremely’ 
valuable. Members are much more likely to perceive only 
some value from the services offered to them (44.8% vs. 
17.8%).

One-on-one sessions with the adviser are the service 
most valued by members, followed by helping members 
to understand what they need for retirement and educa-
tion around employee benefits.

Verbatim comments from members on the greatest 
benefit received from CS advisers:

“The fact that you are treated individually and that 
one size does not fit all. Being able to discuss personal 
requirements.” (Male, 33 years old, NSW)

“One-on-one discussions regarding my personal in-
vestments and insurances.” (Male respondent, 43 years 
old, WA)

“Advice and support relative to you when you need it.” 
(Male respondent, 27 years old, WA)

“Ability to contact as and when needed. Provided as 
part of my super fund’s services.” (Male, 50 years old, 
Qld)

Graph 7 - To what extent do you value the relationship you  
have with your corporate super fund adviser?6
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“Ability to have unbiased information and allows flex-
ibility.” (Female, 49 years old, SA)

When it comes to employer perceptions of the val-
ue gained by members of having an adviser provided 
through their corporate super fund, nearly three quar-
ters of employers (71.1%) say that the services offered 
are either ‘very’ or ‘extremely’ valuable for members.

Two fifths say the services are ‘very valuable’ (43.3%) 
while a further quarter says they are ‘extremely valuable’ 
(27.8%). Only 3.3% say they are not really valuable. 
Employers from small businesses are the most likely 
to claim the services are ‘extremely valuable’ for mem-
bers (33.3%), possibly reflecting the fact that members 
of small firms would not otherwise have access to such 
services.

Helping members to understand what they will need 
for retirement (43.2%) and one-on-one sessions with the 
adviser (41.4%) are the member services most likely to 
be viewed by employers as ‘extremely valuable’.

Verbatim comments from employers on the greatest 
member benefit received from corporate super advisers:

“They would not get any informed advice if it were not 
for our advisers.” (Medium sized business, NSW)

“Superannuation is an area that is constantly chang-
ing and as a layman it is hard to keep up with the govern-
ment changes. Also, the world of investment is a special-
ised area and best handled by the experts! Our advisers 
are professional, timely in the response and make a very 
confusing subject easy to understand.” (Large business, 
NSW)

“Direct access to expert advice.” (Large business, 
WA)

“The staff are able to understand their financial situa-
tion, and plan for retirement with some understanding.” 
(Medium sized business, NSW)

The relationship employers have with their corporate 

super adviser is also cherished. More than one third of 
employers describe the relationship they have with their 
corporate super fund adviser as ‘extremely valuable’ 
(36.7%) while a further two fifths (44.4%) describe the 
relationship as ‘very valuable’.

Expertise around products, investment performance 
and legislative change are considered the key benefits for 
employers in having corporate super fund advice servic-
es available to the fund.

Verbatim comments from employers on the greatest 
value and benefit received from having advice services 
available to their corporate super fund i.e. for fund deci-
sion making:

“The adviser has access to a broad range of products 
and information. When decisions need to be made I 
know the adviser has assessed all scenarios and is pre-
senting us with the options he/she believes are best suit-
ed for our company.” (Medium sized business, NSW)

“Fund decision making definitely - we know they have 
made wise financial investments for us because the proof 
is in the profit! We would be lost without their direction 
and professionalism.” (Large business, NSW)

“The advice services ensure we are well educated on 
matters affecting fund performance, have clarity on 
market performance and are kept aware of changes in 
legislation to plan strategically. This provides us with a 
level of comfort and security we are making the correct 
decisions.” (Small business, NSW)

“The information provided by our adviser enables us 
to monitor our fund’s performance and take action when 
and if needed.” (Medium sized business, NSW)

Graph 8 - How likely would you be to use an adviser if 
the service was not provided through your corporate 
super fund?6

2.9

7.9

44.8

35.4

9.0

0.0
1.1

17.8

53.3

27.8

0%

15%

30%

45%

60%

NOT VALUABLE 
AT ALL

NOT REALLY
VALUABLE

SOMEWHAT 
VALUABLE 

VERY VALUABLE EXTREMELY
VALUABLE 

Members
Employers

Graph 9 - Would you be willing to pay upfront fees for 
financial advice if it was not part of your corporate 
super fund offer?7
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Mind the advice gap
One of the key risks inherent in the Opt-in legislation being 
proposed by Government is the withdrawal of corporate 
super advice services. Under Opt-in, employees will be re-
quired to sign up annually to receive services from a corpo-
rate super adviser and agree to a fee. If insufficient employ-
ees opt in each year, it may make it unfeasible for advisers 
and corporate funds to continue offering these services.

This has implications for both members and advis-
ers. Advisers risk losing a valuable part of their business, 
while members risk losing access to professional advice.

Indeed, the research shows that just over one quar-
ter of corporate super fund members (28.9%) use the 
adviser provided by their corporate super fund as their 
primary source of financial advice. A similar proportion 
(26.8%) use their own judgment and only 14.2% say 
their primary advice source is an adviser outside of their 
corporate super fund.

Coupled with this, more than two in five members 
who use the advice services provided through their fund 
would not be likely to use an adviser if the service wasn’t 
provided through their super fund (44.1%).

This suggests that a considerable proportion of cor-
porate super fund members would not have access to 
professional advice to guide their decision-making if in-
sufficient numbers were to opt-in as part of the proposed 
Opt-in legislation.

Encouragingly, one fifth say they would be highly like-
ly to use an adviser outside their corporate super fund if 
it was not available through their fund (20.2%), while 
a further quarter (27.8%) are somewhat likely to do so.

Employers are even more pessimistic about the pro-

pensity of members to seek professional advice outside 
their corporate super fund. Three in five employers 
(63.3%) say members would not be likely to seek exter-
nal advice, while a further quarter (27.8%) say members 
would be only ‘somewhat likely’ to do so. 

Exacerbating the problem further is the fact that the 
majority of members who have used a corporate super 
adviser would not be likely to pay upfront fees for finan-
cial advice if it was not part of their corporate super fund 
offer (56.0%).

Again, this implies that more than half of corporate 
super members would not be accessing professional ad-
vice in an Opt-in and fee-for-service environment if the 
service was not available through their fund.

On the flip side, just under one third (31.0%) say they 
would be ‘somewhat likely’ to pay upfront fees for exter-
nal advice, however only 2.2% expressed strong convic-
tion (‘extremely likely’). An overwhelming majority of 
employers do not think members would be willing to pay 
upfront fees for financial advice if it was not part of the 
corporate super fund offer (85.5%), with almost one third 
saying members would be ‘not likely at all’ (32.2%) to pay 
fees for external advice. 

Only one in ten employers (10.0%) say members 
would be likely to do so. Emphasising the value of cor-
porate superannuation adviser services for members, the 
AFA’s research reveals a high level of concern from both 
members and employers about the potential loss of these 
services as an unintended consequence of Opt-in.

Three in five of those members who have utilised the 
services of a corporate super adviser claim that the pos-
sibility that advice services will be withdrawn is of great 
concern to them (61.4%) – based on those who gave a 
rating between 7 and 10.

A further one fifth express some concern (21.3%) 
while less than one fifth (17.3%) say this possibility does 
not concern them at all.

Most of those who are not concerned about the po-
tential loss of corporate super advice services are already 
receiving professional advice outside the fund or would 
contact an adviser, while a few have a poor perception of 
the advice they are receiving through their fund.

An even larger proportion of employers than members 
are greatly concerned about potential consequences of 
the Opt-in legislation (78.5% vs. 61.4%).

Large businesses are the most likely to be concerned 
by the potential loss of corporate super services, with 
84.2% saying this is of great concern, compared to three 
quarters of small and medium sized businesses (73.5% 
and 76.2% respectively).

The major reason for employers’ concern is the re-
duced benefits for employees and the perception that 
it could put members at risk of making poor decisions 
around their super and finances.

Verbatim comments from employers on their concern 
over the potential loss of corporate super advice services 
under the Opt-in legislation:

The quote
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Graph 10 -  The Government is proposing legislation to necessitate 
employees to opt in to receive services from their corporate super 
adviser and to agree to a fee. If insufficient employees opt in each 
year this could force the withdrawal of these services.  
Would this be a concern to you?7
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“Our company has spent considerable time and money ensuring 
that staff continues to understand their financial position and op-
tions. Without this advice they could potentially slip back into mak-
ing ill informed decisions.” (Male respondent, aged 56, NSW)

“If we lost the services of our adviser I think staff morale would 
suffer, and it would be a negative for us as an employer and for our 
staff.” (Female respondent, aged 50, SA)

“We have an adviser as part of our superannuation process be-
cause we feel it is of benefit to our employees. Existing superannua-
tion choice flexibility already provides employees with other options 
if they choose.” (Male respondent, aged 49, NSW)

Implications and recommendations
While it might be a bitter pill to swallow, the results of the AFA’s re-
search demonstrate a failure on the part of both the insurance indus-
try and financial advisers to convince the majority of Australians why 
it’s necessary to protect their most valuable asset – their life.

The truth is, most people only take out life insurance when they 
buy a house and take out a mortgage, and even those that do place 
less importance on life insurance than they do on protecting their 
home or their car.

The benefits of life insurance are intangible for most people; car 
insurance is considered important, to protect against the possibility 
of an accident, while house insurance ensures that your contents are 
safe in case of a fire, flood or burglary.

But when it comes to insuring lives against death, serious illness 
and disability, Australians fall back on the ‘she’ll be right’ mentality. 
The broadly held perception that life insurance is not necessary only 
serves to reinforce that frame of mind.

Australia’s recent natural disasters showed how very real and dev-
astating the risks are of not having adequate life insurance.

This white paper reveals that, on average, even those who have life 
insurance have only around half the level of cover that’s typically rec-
ommended. Furthermore, just one in five of those who have taken 
out life insurance went through a financial adviser, suggesting very 
few people are accessing professional advice about the type and level 
of cover needed – potentially even more dangerous, since they could 
incorrectly assume they are protected against circumstances in which 
they are not.

Financial advisers are in the business of selling peace of mind, a 
concept that is often not valued until it’s too late.

The industry must start talking to people in a language they un-
derstand and in a way that makes them realise that by protecting their 
life, they are actually protecting so much more.

Risk specialists should understand that life insurance is not a key 
driver of the advice relationship, so may be best framed in the context 
of a broader conversation about financial planning.

But above all, the Government must ensure that future legislative 
change does not hamper the already fraught efforts of the industry to 
address the nation’s underinsurance crisis. On the corporate super-
annuation side, the message is more positive, but the risks just as high.

The AFA’s research shows that corporate super advisers undeni-
ably add value to both corporate super members and employers, and 
are filling a gap in the market that would otherwise leave many people 
wanting when it comes to financial advice.

The quote

Financial advisers 
are in the business of 
selling peace of mind, 
a concept that is often 
not valued until it’s 
too late.

However the Opt-in legislation puts these 
services in jeopardy, and hence threatens to 
reduce the proportion of people who are ac-
cessing professional advice around their su-
per and finances.

The key is to find a balance between con-
sumer protection and bureaucracy, to ensure 
that more, rather than less people have ac-
cess to the benefits of financial advice. fs
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