
 

  

 

 

 

   

This research was jointly funded by the Centre for International Finance and Regulation, the University of Technology Sydney and 
The University of Sydney under CIFR Project E220. The Centre for International Finance and Regulation is funded by the 
Commonwealth and NSW Governments, and supported by other Consortium members. 

Research Working Paper Series 
  

  
Experiences of current and former members of self-
managed superannuation funds 
 
Ron Bird 
University of Technology Sydney 

Doug Foster 
The University of Sydney 

Jack Gray 
University of Technology Sydney 

Adrian Raftery 
Deakin University 

Susan Thorp 
The University of Sydney 

Danny Yeung 
University of Technology Sydney 
 

WORKING PAPER NO. 128/2016 / PROJECT NO. E220 

September 2016 

 



 

 

 

 

 

www.cifr.edu.au 

 
 
 

Page 1 

Experiences of current and former members of self-managed superannuation 
funds 

October 2016 

Ron Bird 
University of Technology Sydney 

ron.bird@uts.edu.au 

Doug Foster 
The University of Sydney 

douglas.foster@sydney.edu.au 

Jack Gray 
University of Technology Sydney  

jackgray08@live.com.au 

Adrian Raftery 
Deakin University 

adrian.raftery@deakin.edu.au 

Susan Thorp 
The University of Sydney 

susan.thorp@sydney.edu.au 

Danny Yeung 
University of Technology Sydney 

danny.yeung-1@uts.edu.au 

Abstract 

The number of self-managed superannuation funds (SMSFs) has grown at more than 5% p.a. over the past 
five years. The net growth rate consists of 7% new SMSFs and 2% closures. More than 570,000 SMSFs now 
serve over one million members but little is known about the experiences of members. We survey 854 
current and 147 former members to find out how they operate their funds and how they rate the 
experience. Participation in a self-managed fund is associated with high levels of general interest in 
superannuation, continuing even after a fund is wound up. However the number of “detractors” of SMSFs 
exceeds the number of “promoters”, among both current and former members. SMSF members say they 
enjoy “control” but the majority delegate or share most investment and operational tasks with financial 
professionals. Many express frustration with administrative and compliance responsibilities. Few SMSF 
members benchmark their fund’s performance but three times as many rate the performance of their fund 
as above average, compared with other SMSFs, than below average. The probability of closing a SMSF is 
significantly higher if members use net returns to judge performance rather than other indicators such as 
account balance or asset allocation.  
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1. Introduction 

The Australian superannuation system compels workers to save for retirement but also extends 

them ample choice of funds. People can delegate some or all of the decisions about their 

retirement savings to a large superannuation fund or they can take the responsibility on 

themselves. Self-managed superannuation funds (SMSFs) can be set up and operated by four or 

fewer member-trustees. As long as they comply with rules restricting leverage and in-house 

assets, SMSF members are largely free to design and implement any investment plan for their 

savings. For many reasons, but primarily because of the autonomy they offer, SMSFs now number 

more than 570,000, have attracted more than one million members, and house more than one 

third of Australia’s $2 trillion superannuation assets (ASFA 2016, ATO 2016). 

A recent survey of SMSF members and members of large superannuation funds showed that 

freedom to choose and monitor their own investments is the main reason people decided to start 

a SMSF (Bird et al. 2016). SMSF members expected the benefits of investing for themselves to 

exceed the associated cost of advice, administration and compliance. By contrast, members of 

large funds mostly were well satisfied with their current fund and were deterred from self-

management by the additional money and time they anticipated a SMSF would need. The 

differences in expectations between those who choose to manage their own retirement savings in 

a SMSF and those who do not raise questions about the experiences of SMSF members. In 

particular, do SMSF members achieve what they intended, how active are they in investment and 

fund operation and how satisfactory are the outcomes? 

Here we look into the actions, attitudes and experiences of 1,001 current and former SMSF 

members. In an online survey fielded in August 2016, we first collected information about 

attitudes of current and former SMSF members to superannuation in general and to self-managed 

funds in particular. We asked them about the objectives of their fund at the time it was started, 

and the extent to which these objectives were achieved. The second part of the survey asked how 

actively involved members were in the investment and administration of their fund, and how 

much responsibility they delegated to financial professionals. We then asked how members 

checked their fund’s performance, and how they rated it against other SMSFs and other 

superannuation funds. The last section collected demographic and psychological information. 

The scope of the survey gives novel insights into the wide array of experiences and practices of 

SMSF members. The SMSF structure is very flexible, and members may start with very similar 

aims, but end up with very different outcomes. Members say they like the “control” an SMSF 

allows, but this certainly does not mean doing most (or even some) things for themselves. Tasks 

are normally shared with, or delegated completely to, professionals; SMSF members usually spend 

little time and minimal money on their funds, and rarely trade securities for themselves. 

In fact, the attribute that most epitomises experience with a self-managed fund is not autonomy, 

but a lasting interest in superannuation. This is true even for the group in our survey who have 
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wound up their SMSFs for unhappy reasons. Put another way, SMSFs create continuing member 

engagement with superannuation.  

Our study adds to the sparse data on SMSF practices. Published official statistics are limited mainly 

to aggregated counts of funds, asset holdings, asset allocations and member age and gender. By 

contrast, we collect and study a detailed cross-section of individual records describing the size, 

structure and history of funds, as well as information about operation, professional assistance, 

member skills, attitudes and demographics. Instead of reviewing the investments and 

performance of the SMSF sector (see Phillips et al. 2007; Mackenzie 2011a; Valentine 2011; Arnold 

et al. 2016) we study the behaviour and attitudes of members. Finding out what members think 

about their funds helps us understand the popularity of SMSFs and the reasons for the continued 

growth of the sector. 

Section 2 describes how self-managed superannuation funds fit into the Australian retirement 

savings system and outlines the regulation that bounds their practices. Section 3 describes the 

survey, how it was implemented and compares the sample with Australian Bureau of Statistics 

(ABS) 2011 Census data and Australian Tax Office (ATO) Self-managed Super Funds statistics. 

Section 4 presents results, first as summary tables and graphs, and then as estimates from 

multivariate models. Section 5 draws the discussion together and proposes areas for further 

research. 

 

2. Background 

The introduction of the compulsory employer contributions in 1992 (currently 9.5% of an 

employee’s salary) coupled with favourable tax incentives, such as a 15% concessional tax rate and 

tax-free withdrawals upon retirement, has facilitated a rapid increase in retirement savings in 

Australia. Currently in excess of $2 trillion, the value of the Australian superannuation sector 

exceeds the market capitalisation of the country’s equities market, the combined deposits of all 

Australian Banks and the nation’s Gross Domestic Product (GDP). Australian superannuation is the 

world’s fifth largest pool of retirement savings (Towers Watson 2016). 1 

The term SMSF was officially created on 8 October 1999, when the Superannuation Industry 

(Supervision) Act 1993 was amended to change the regulatory arrangements for “small” 

superannuation funds (those with fewer than five individuals as members).2  As their name 

                                                 
1 As at 30 June 2016, the total assets in Australian superannuation is $2.032 trillion (APRA 2016b), the market 

capitalisation of the Australian equities market is $1.620 trillion (Australian Securities Exchange 2016), the combined 
deposits on the books of all Australian Banks is $1.961 trillion (APRA 2016a) and the Australian GDP is $1.629 trillion 
(Australian Bureau of Statistics (ABS) 2016). The economic significance of the superannuation industry in Australia, 
measured by assets in the industry as a proportion of GDP, has risen from 38 percent in 1996 to 125 percent by June 
2016 (ABS 2016). 
2
 Before this date, all superannuation funds were regulated by APRA and were categorized as follows: corporate 

superannuation funds, public sector superannuation funds, industry superannuation funds, retail superannuation 
funds, rollover funds and excluded superannuation funds. The amendments created a new category of 
superannuation fund, the SMSF, to be regulated by the ATO rather than APRA. The previously excluded funds 
were given a one-off opportunity to become SMSFs or remain under APRA supervision and became known as 
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implies, they are retirement savings funds managed and controlled by the individual members 

themselves, that is, the members are simultaneously the trustees. Although the maximum is four, 

SMSFs typically have two members, usually husband and wife. The main attractions of SMSFs are 

flexible investment options such as the ability to invest in direct assets (shares and property, 

including business premises) and the capacity to borrow via instalment warrants (Bird et. al 2016; 

Mackenzie 2011). 

The rapid growth of the superannuation sector over the past quarter of a century coincides with 

the popularity of SMSFs, now the largest segment of the superannuation industry, by number of 

funds and assets. Funds under SMSF management have risen from $60.9 billion (330,000 members 

in 166,475 funds) in 1999/2000 to $621.7 billion (1,087,841 members in 577,236 funds) by June 

2016 (ATO 2016). 

At first glance the growth of SMSFs (by total asset size and funds) is striking, but as Figure 1 shows, 

their popularity appears to be diminishing. According to the ATO (2016), while 32% of all SMSFs 

(182,103) were created during the five financial years ended June 2015, as many as 48,928 funds 

were wound up by trustees during the same period.3 The number of new SMSF establishments 

peaked in 2011/12 with 41,080 created that year, falling to 34,372 new SMSFs in 2014/15 and just 

31,351 in 2015/16.  By comparison, the rate of SMSF wind-ups to establishments is increasing 

each year.  In 2011/12, wind-ups equated to just 18.9% of SMSF establishments.  However, in the 

past two years (2013-15) for every three new funds created, there is one SMSF which is now 

closed.   

The increase in the number of new SMSFs can be partly attributed to the introduction of the 

Superannuation Legislation Amendment (Choice of Superannuation Funds) Act 2004, which gave 

people the freedom to transfer funds from their employer superannuation funds to a fund of their 

own choice (reference).  While it is largely unknown why SMSFs are closed, a reason may be due 

to the high administration costs as a percentage of total funds (Arnold et. al 2015).  

 

                                                                                                                                                                  
small APRA funds (SAFs). With the costs of running a SAF being greater due to trustee remuneration expenses 
and higher regulatory fees, the majority of excluded funds elected to become SMSFs (Sy 2010; Roberts 2002).  
3 The annual number of SMSFs established (wound-up) on a year by year basis are as follows: 2010/11: 33,218 (7,250); 

2011/12: 41,080 (7,766); 2012/13: 39,620 (10,873); 2013/14: 33,813 (11,903); and 2014/15: 34,372 (11,136).   
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a Source: ATO (2016) 

 

Figure 2 shows the breakdown of the number of net establishments of SMSFs for the past five 

years on a quarterly basis.  New establishments appear to be fairly consistent with a slightly higher 

spike in the June quarter, suggestive of increased tax planning at this time of year.  However, 

almost three quarters (72.5%) of SMSF wind-ups occur in the final quarter of a financial year, 

indicating that SMSF trustees choose to wind down their fund rather than incur an additional year 

of accounting, administration, tax and audit fees.   

  

 
a Source: ATO (2016) 
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The Super System Review (2010) of Australia’s superannuation system made the following 

observation about SMSFs:  

“The level and quality of information available on SMSFs and the SMSF sector is inadequate 

given its significance (as Australia’s largest superannuation sector by value).” 

Super System Review, (2010) p. 217. 

The factors influencing the satisfaction of self-managed superannuation fund members are poorly 

understood at present, due to a paucity of research. McDonald, Vieceli, and Darbyshire (2003) 

surveyed 500 people to gauge their satisfaction as members of a large Australian superannuation 

fund. However, given the intrinsic differences between large APRA superannuation funds and 

ATO-regulated SMSFs, including control, management, investment choices and borrowing ability, 

little can be garnered from their findings for this large segment of the Australian retirement saving 

sector. 

Our study aims to fill some of the gaps in our knowledge of SMSFs by examining the experiences 

of SMSF members, their investment and administration practices, the extent to which they rely on 

financial professionals and the degree to which the fund has met their expectations and reached 

their goals.  

 

3. Survey and Sample 

We surveyed current and former SMSF members to ask about their experiences and satisfaction 

with their fund. We designed an online survey to identify respondents’ interest in and satisfaction 

with their SMSF; to measure the extent to which the fund reached the goals they set at the time 

they established it; their perceptions of the time and money cost of operating the fund; the spread 

of responsibilities between members and financial professionals they employed; various 

psychological traits (risk tolerance, need for cognition, internal locus of control); their financial skill 

(financial literacy, numeracy, and SMSF knowledge); and demographics (age, gender, income, 

education occupation etc). 

We collected a sample of 1,001 people over the age of 24, including 854 current SMSF members 

and 147 former SMSF members, from the nationally representative PureProfile panel. PureProfile 

collected the survey responses during August 2016. Potential respondents received an email 

invitation from PureProfile who then filtered out panellists who were not current or former SMSF 

members or who did not match age and gender quotas. Respondents who met the criteria and 

completed the survey received around $4 in payment.4 Table 1 compares the sample with 

Australian Taxation Office self-managed super fund statistics, or the general Australian population. 

  

                                                 
4 The entire survey is available at http://survey.confirmit.com/wix/1/p3079180031.aspx 

https://webmail.sydney.edu.au/owa/redir.aspx?C=auYmj4-J6UeW2-E3jnyUUBeJJmiMRlyuSyS7IPJs7UuW3j7RtuHTCA..&URL=http%3a%2f%2fsurvey.confirmit.com%2fwix%2f1%2fp3079180031.aspx
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TABLE 1: Survey sample and 2011 Population Census or March 2016 ATO SMSF statistics 

 

Current SMSF  
Members 

(%) 

Former 
SMSF 

Members 
(%) 

Survey 
Respondents 

(%) 

Census 
Or ATO 

(%) 

Gender % % % % 

Male 59.0 59.6 55.8 52.7 

Female 41.0 40.4 44.2 47.3 

Marital Status 

 

  

 Never married and not in a de facto relationship 11.0 8.8 10.7 33.4 

Widowed 3.9 3.4 3.8 2.5 

Divorced 7.5 12.2 8.2 9.1 

Separated 2.6 4.8 2.9 3.4 

Married 63.5 64.0 63.5 51.6 

De facto relationship 11.6 6.8 10.9 N/A 

Highest Tertiary Education Level 
 

  
 

PhD 1.3 3.4 1.6 0.9 

Postgraduate degree/diploma 29.0 10.9 26.4 5.7 

Bachelor degree 25.3 25.2 25.3 16.7 

Technical or vocational training 31.6 40.8 33.0 31.5 

None 12.8 19.8 13.8 45.2 

Highest Secondary Education Level 
 

  
 

Year 12 77.6 69.4 76.4 56.4 

Year 10-11 18.7 27.9 20.1 32.7 

Lower 3.6 2.7 3.5 10.9 

Household Income
b
 

 
  

 
Nil income-$299 weekly ($0-$15,599 p.a.) 3.4 2.7 3.3 4.9 

$300-$399 weekly ($15,600-$20,799 p.a.) 1.4 1.4 1.4 5.4 

$400-$599 weekly ($20,800-$31,199 p.a.) 2.9 6.8 3.5 8.1 

$600-$799 weekly ($31,200-$41,599 p.a.) 5.0 10.2 5.8 7.3 

$800-$999 weekly ($41,600-$51,999 p.a.) 6.6 11.6 7.3 6.7 

$1,000-$1,249 weekly ($52,000-$64,999 p.a.) 9.0 12.9 9.6 6.7 

$1,250-$1,499 weekly ($65,000-$77,999 p.a.) 8.2 8.1 8.2 6.2 

$1,500-$1,999 weekly ($78,000-$103,999 p.a.) 16.4 8.2 15.2 9.6 

$2,000 or more ($104,000 or more) 31.4 22.4 30.1 22.2 

Age group 
 

  
 

25-34 years  18.7 10.9 17.6 3.4 

35-44 years 15.9 13.6 15.6 11.3 

45-54 years  12.1 15.6 12.6 21.9 

55-64 years  34.7 32.0 34.3 29.8 

65-75 years  18.6 27.9 20.0 24.0 

This table reports characteristic of the 1,001 survey respondents from the online panel (collected August 2016) and 
related percentages from ABS 2011 Census for persons aged 25 through 75 or (in italic font) demographic 
characteristics of SMSF members from the ATO self-managed super fund statistics, March 2016. The survey sample 
included 854 current SMSF members and 147 former SMSF members. (b) 15.7% of respondents refused to state their 
income. Census data are for all Australian households excluding 23% missing or not applicable household records.   
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The survey sample includes a higher proportion of males and young SMSF members than the ATO 
data on SMSF member demographics.5 The sample also includes higher proportions of tertiary 
educated persons and high income-earners than the general population, reflecting the relatively 
high wealth of SMSF members.  
 

4. Results 

As a guide to satisfaction, we start with measures of the overall interest in superannuation of 

current and former SMSF members, and with their willingness to recommend a SMSF to their 

family or friends. We then look at experiences and practices that could explain variations in 

members’ satisfaction, including reaching objectives, performance evaluation, delegation of tasks 

and the skills and attitudes of the members themselves. Next we review the reasons former 

members gave for winding up their SMSFs. We tabulate or graph the responses of current 

members and, where we are able, we show responses from former members separately. We then 

report estimates from multivariate models that show the conditional impact of different factors 

on involvement, advocacy and fund closures.  

4.1 Overall satisfaction with membership of a SMSF 

The steady net growth of the self-managed superannuation sector seems to be proof that most 

people who start a SMSF are either satisfied with their choice, or are not satisfied but see the 

costs of closing the fund as outweighing the benefits. Many factors can influence member 

satisfaction or dissatisfaction, so we begin by taking overall measures of current and former 

members’ interest in superannuation and willingness to recommend a SMSF. 

We use two standard questions to test interest and satisfaction in self-managing superannuation. 

The first asks respondents about their interest in superannuation in general: “Thinking about your 

superannuation, how much interest do you personally take in your superannuation affairs?” 

(Respondents answered on a scale of 0 to 10, where 0 is “very disinterested” and 10 is “very 

interested”). Answers should show “perceived relevance of the object based on inherent needs, 

values and interests” (Zaichowsky, 1985 p.342). The second asks: “Assuming there was nothing to 

stop you recommending a self-managed super fund, how likely would you be to recommend a 

SMSF to your family or friends?” (Respondents answered on a scale of 0 to 10, where 0 is “not at 

all likely” and 10 is “extremely likely”). Responses to this question are a guide to consumer 

“advocacy”, that is, a client or member’s willingness to promote the product or service (Reichheld, 

2003). Organisations often use aggregate scores from this question to measure customer 

satisfaction and loyalty. 

Table 1 reports aggregate responses to both questions, grouping together low scores (0-6), 

conventionally labelled “detractors”, middle scores (7-8), labelled “passives” and high scores (9-

10), labelled “promoters”. Both current and former members tend to be very involved in 

                                                 
5 https://www.ato.gov.au/printfriendly.aspx?url=/About-ATO/Research-and-statistics/In-detail/Super-

statistics/SMSF/Self-managed-super-fund-statistical-report-March-2016/ 
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superannuation related matters, with high scores exceeding low scores by more than 16 

percentage points. It is noteworthy that closing a SMSF has little impact on involvement in 

superannuation; current and former members’ scores are not statistically different from each 

other according to the standard chi-squared test. Involvement with superannuation is higher 

among this sample than among the members of a large APRA fund (Bateman et al. 2014, Table 1). 

Using a sample of 727 UniSuper members, Bateman et al. report mean and median interest scores 

close to 6, compared with a mean of 7.7 and median of 8 for the current and former SMSF 

members here. Interest in superannuation of the median SMSF member is two whole scale points 

higher than the median UniSuper member. 

However the advocacy scores of SMSF members in our sample are strikingly different from 

involvement scores. First, among current members, the proportions of detractors and promoters 

are very similar, with detractors actually exceeding promoters by slightly more than 2 percentage 

points, giving a negative net promotor score for SMSFs among current members.6 Second, former 

members are statistically significantly less likely to recommend a SMSF than are current members. 

The mean and median scores for former members are one whole scale point lower than for 

current members, and the net detractor score for former member is negative 30 percentage 

points. Third, former SMSF members have SMSF advocacy scores that are similar to large fund 

members’. Bateman et al., (2014, Table 1) report a mean of 6.6 and median of 7 for UniSuper 

members’ likelihood of recommending their large fund; here former members’ scores have a very 

similar mean of 6.4 and median of 7 for their likelihood of recommending a SMSF.  

Overall, we see that both past and current SMSF members are very interested in superannuation, 

with high levels of involvement in superannuation in general even after they have closed a self-

managed fund. However the aggregate net likelihood that current members would recommend a 

SMSF to others is surprisingly low.  

The negative net promoter scores suggest that growth in the number of SMSFs is not due to 

current members urging their friends, family or associates to start a fund. The fact that members 

are unlikely to advocate for SMSFs is also confirmed by results discussed below showing that the 

majority of funds are started at the instigation of financial planners or accountants, not at the 

suggestion of friends or family, or even at the member’s own initiative. What’s more, former 

members are much more likely to be strong detractors of SMSFs than advocates. Low rates of 

advocacy for SMSFs among former members are similar to rates of advocacy recorded for large 

(APRA) fund members, a group whose members are usually characterized as unconcerned with 

their superannuation funds.  

  

                                                 
6
 Reichheld (2003) asserts that net promoter scores can predict corporate growth when related to a firm or its 

products. See Keiningham et al. (2007) for an evaluation of this claim. 
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Table 2: Involvement in superannuation and advocacy of self-managed superannuation funds 

 

SMSF  
Member 

Former SMSF  
members 

All 
 

 
(%) (%) (%) 

Involvement 
  Rating 

   0-6 (detractors) 40.6 41.5 40.8 
7-8 (passives) 23.8 26.5 24.2 
9-10 (promoters) 16.9 15.0 16.6 

    mean 7.8 7.6 7.7 
median 8.0 8.0 8.0 
χ2 

 
12.1 

Advocacy 
   Rating 
   0-6 (detractors) 28.7 17.0 27.0 

7-8 (passives) 31.0 46.9 33.4 
9-10 (promoters) -2.3 -29.9 -6.4 

    mean 7.3 6.4 7.1 
median 8.0 7.0 7.0 
χ2 

 
30.41*** 

Obs. 854 147 1,001 

This table reports responses to involvement scale “Thinking about your superannuation, how much interest do you 

personally take in your superannuation affairs?” (Answered on a scale of 0 to 10, where 0 is ‘very disinterested’ and 

10 is ‘very interested’) and advocacy scale “Assuming there was nothing to stop you recommending a self-managed 

super fund, how likely would you be to recommend a SMSF to your family or friends?” (Answered on a scale of 0 to 

10, where 0 is ‘not at all likely’ and 10 is ‘extremely likely'). χ2 shows test statistic for test of equality between current 

and former members’ responses. *p<0.1; **p<0.05; ***p<0.01. 

 

4.2 Sources of satisfaction  

Next we look into the reasons for variations in satisfaction, including reaching goals, fund 

performance, operating costs and the financial skills and attitudes of members.  

4.2.1 Achievement of objectives 

We asked survey respondents to choose from a list of 16 objectives the three that were most 

important to them at the time they established their SMSF. We made the list of proposed 

objectives on the basis of results from Bird et al. (2016).  

Table 3 reports the popularity of each objective. The results are strikingly similar for current and 

former members. The most commonly chosen objectives were to improve returns, control risks 

and costs, and choose asset allocations. Few respondents chose the more adventurous investment 

strategies including gearing and alternatives, but tax minimisation and transition to retirement 

strategies also ranked surprisingly low. These results also show that the group of former SMSF 

members surveyed did not have unusual goals or plans for their fund, thus validating comparisons 

we make between current and former members.  
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Table 3: Most important objectives at establishment of Self-managed Superannuation Fund 

 

All 
 
 

SMSF 
Members 

 

Former 
SMSF 

member 

Objective at establishment of SMSF (%) (%) (%) 

Improve my superannuation investment returns 23.0 23.1 22.5 

Have greater control over risks of my superannuation investments 16.3 16.5 15.2 

Control the cost of operating my superannuation investments 12.0 12.0 12.2 

To make my own asset allocation decisions 8.5 8.2 10.7 

To choose my own investment managers 4.0 4.1 3.4 

To operate my own Australian equity portfolio 4.1 4.3 3.0 

To operate my own international equity portfolio 1.2 1.3 1.1 

To operate my own cash and fixed interest (bond) portfolio 2.2 2.1 3.2 

To invest in alternative asset classes (e.g. hedge funds, infrastructure) 1.2 1.3 0.7 

To be able to purchase property 5.9 5.9 5.9 

To invest in high income assets 2.2 2.3 1.8 

To be able to gear (borrow) 1.6 1.8 0.9 

Tax minimisation 1.0 0.9 1.6 

Estate planning 6.9 6.8 7.3 

Transition to retirement 1.6 1.7 1.1 

To invest in collectibles 8.2 7.9 9.5 

Obs 1,001 854 147 

Table shows percentage of survey respondents who selected the statement as one of three most important objectives 

for their SMSF at the time it was set up.  

To get more insight into the relative importance of these priorities, we showed respondents these 

priorities in a Balanced Incomplete Block Design (BIBD). We allocated the statements to a series of 

blocks, each containing four statements, so that each statement appears once with every other 

statement, and in each of the four orders of listing. From each block of four statements, 

respondents chose the statement that was the most important objective for their SMSF at the 

time they set it up and the statement that was the least important objective. This task gives a 

complete ranking of all the objectives for each respondent. (It is easier for respondents to rank 

objectives this way than to choose a 1-16 ranking at one time.) 

From these responses we count the number of times respondents rated each objective as most 

and least important, and calculate a net score for each objective. We then standardise the net 

score by dividing it by the total number of times the objective appeared in the choice sets. The 

standardised score can vary between 100% and -100%, where the size indicates the relative 

importance of objectives. Because every respondent must choose both a “most” and a “least” 

important objective from every block, these percentages sum to zero.  

In Figure 3 we display the aggregated scaled scores for the most/least important objectives at the 

time the SMSF was established. Improving returns, controlling risk and costs, determining asset 

allocation and choosing Australian equities rate highly, while some of the more unconventional 
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investment objectives, such as investing in alternatives and collectibles, are relatively 

unimportant. Compared with Table 2 rankings, the BIBD ranking in Figure 3 gives more importance 

to tax and TTR strategies, but the leading objectives are similarly ranked in both tasks. 

 

Figure 3: Most versus least important objectives at establishment of Self-managed 

Superannuation Fund 

 

Figure shows relative importance (ratio scale) of objectives for SMSFs. Percentages are counts of most minus least 

responses assigned to each statement, normalised by the total number of times the statement appeared in choice 

sets. The possible range is -100% to +100%. 

Next we turn to the question of how well these starting objectives were met. The bars in Figure 4 

show the percentage of times respondents selected an objective as one of the three most 

important at the set-up of their fund (see Table 3). The coloured segments show the related 

percentage of times the respondent who selected the objective as important said that the 

objective was “not achieved” (red), was “partly achieved” (yellow) or was “fully achieved” (green).  

When we scale these by the number of times the objective was chosen, the important objectives 

that were “not achieved” more often than “partly” or “fully achieved” were: implementing gearing 

strategies; operating an international equities portfolio and purchasing property. The objectives 

that were “fully achieved” more often than “not” or “partly achieved” were: operating an 

Australian equities portfolio; deciding on as asset allocation; choosing one’s own investment 

managers; and purchasing property. 
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For the objectives of operating an Australian equity portfolio and deciding the fund’s asset 

allocation, the proportion of “fully achieved” ratings was larger than the combined proportions of 

“partly” or “not achieved” ratings. For all the other possible objectives, more respondents said 

they were “partly” or “not achieved” than said they were “fully achieved”.  

We conclude that many SMSF members find that their funds have only partly satisfied the goals 

they had at the time they were set up. The most commonly fully achieved goals relate to asset 

allocation, and more particularly, to investing in Australian equity securities. However for the 

other objectives there was no obvious pattern in SMSF members’ assessments of how well they 

were achieved. This suggests that it is variation in what is done to reach the objective, rather than 

variation in the objective itself, that determines whether it is fully achieved or not. So SMSF 

members aiming at the same objective can end up with very different assessments of 

achievement, probably due to many internal and external influences. Indeed, the fact that SMSFs 

are not standardised, one of the features that members say they find appealing, also means that 

the variation in outcomes, and hence in member satisfaction, is very large.  

 

Figure 4: Rates at which SMSF objectives are achieved 

 

  

0% 10% 20% 30% 40% 50% 60% 70% 80%

Improved returns

Control investment risk

Control investment cost

Decide asset allocation

Invest in collectibles

Estate planning

Purchase property

Operate Australian equity portfolio

Choose investment managers

Operate cash and bond portfolio

Invest in high income assets

Access to gearing

Transition to retirement

Invest in alternative assets

Operate international equity portfolio

Minimise tax

Not achieved Partly achieved Fully achieved



 

 

 

 

 

www.cifr.edu.au 

 
 
 

Page 14 

4.2.2 Good and bad aspects of SMSFs – open responses 

Another way to understand SMSF members’ varying satisfaction with their fund is to ask them 

directly. We gave current members the opportunity to tell us about their experiences in an open 

response question, asking: “What do you find most frustrating about having a SMSF?” and “What 

do you think is the best aspect of having a SMSF?” Almost 700 of the 854 current members (82%) 

answered both (optional) questions, indicating respondents’ high level of interest in the survey.  

We divided answers into topic categories, as shown in Table 4. The most common frustrations 

related to fund administration, reporting and tax compliance, followed by the stress caused by 

responsibility for risk and performance, and the time or effort needed to operate the fund. Around 

one fifth of respondents explicitly said they found nothing frustrating, or that they enjoyed the 

SMSF.  

Almost one third of members wrote that “control” was the best aspect of SMSF membership, 

though not many specified what they enjoyed controlling. Another 18% of responses listed fund 

performance and investment outcomes as the best aspect for them, and a similar number said 

they liked access to professional advice, engaging in planning and choice flexibility. 

 

Table 4: Best and most frustrating aspects of having a SMSF, open responses 

What do you think is the best aspect of having a SMSF? (%) 

Control 32.5 

Access to advice; flexible planning; freedom of choice; transparency 17.9 

High returns or income; performance 17.2 

Nothing good (including NA) 10.8 

Lower fees and costs 7.4 

Personal involvement in investment or administration 7.3 

No response given 5.3 

Everything good 1.5 

Obs. 716 

What do you find most frustrating about having a SMSF? 

Compliance and administration 23.1 

Nothing frustrating 20.9 

Performance concerns 10.7 

Demands on time 9.7 

No response given 8.5 

Lack of expertise in investing or complying 8.4 

Choice overload 6.5 

High fees 6.2 

Changes to regulations 5.3 

Interaction with other trustees 0.9 

Obs. 694 

Table reports categorized (coded) responses to open questions on aspects of SMSF membership directed to current 

SMSF members.  
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Consistent with their responses to the general involvement question, these open responses show 

that SMSF members enjoy involvement in their superannuation affairs and they think the SMSF 

set-up enables this. They feel that the SMSF allows them to choose specific investments and 

control risk, implying that this degree of control was not available at a large fund. In fact, several 

large funds now offer platforms that mimic the direct investment choice possible in a self-

managed fund. In these platforms members can select individual securities, exchange-traded 

funds (ETFs) and term deposits and easily adjust their investments.7 It is unclear why members 

who find the administration and compliance of a SMSF frustrating do not switch to one of these 

platforms. We leave this issue and the question of whether SMSF members know about other 

products allowing direct control of investments to future research. 

Setting up the SMSF seems to compel members to plan for retirement and choose investments in 

a way that large fund membership does not. At the same time, many of the frustrations members 

reported were activities that large funds carry out for their members, such as administration, tax 

compliance and adapting to new regulations.  

In the next section, we go deeper into how members evaluate the performance of their funds and 

what they mean by “control” and involvement. We give more detail about performance 

evaluation and the tasks of operating the fund. We then turn to understanding how tasks are 

shared between member-trustees and financial professionals.  

4.2.3 Performance evaluation 

We have shown that SMSF members most often chose improved investment returns as the first 

objective of their fund (Figures 3 and 4). This choice raises the question of how members assess 

performance, how frequently they do so and how they rate their fund’s performance. 

Conventional finance theory predicts that investors will usually compare investments on the basis 

of expected risk-adjusted returns. Outcomes from an investment choice, typically realized returns, 

are normally compared to a benchmark, such as a stock or government bond index, or a style 

benchmark.  

Table 5 reports the measures SMSF fund members say they used to assess their fund. Account 

balance (39%) is the most popular choice, followed by net return (32%) and annual income (16%). 

It is remarkable that two of the most common performance measures (account balance and 

annual income) do not allow members to compare their SMSF outcomes with other investments 

or even with other superannuation funds.  

The difficulty members would have assessing performance using account balance or income might 

partly explain why almost one third of current members say they do not use any performance 

benchmarks when assessing their fund. Further, only 20% of current members benchmark their 

fund’s performance against the return to large APRA funds, a comparable, independently verified 

standard that is easy to find. Smaller percentages of SMSF members benchmark to an equity index 

or term deposit rate.  

                                                 
7 See, for example, https://www.australiansuper.com/investments-and-performance/member-direct.aspx 
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Not having a clear measure or benchmark is also likely to be making “illusory superiority” worse 

among some current members, nearly 30% of whom rate their fund’s performance as above or 

well above average compared to other SMSFs while only 10% rate their fund’s performance as 

below average. In other words, the distribution of ratings against the performance of other SMSFs 

is skewed to the right. Around 40% rate their SMSF’s performance as above or well above the 

large superannuation fund average. By contrast, former members give performance assessments 

that are statistically significantly lower than those of current members. Almost 30% of 

respondents who had left or closed their fund rated the performance of their fund as below or 

well below average compared to both SMSFs and superannuation funds in general. 

 

4.2.4 Operating costs and trading activity 

Current SMSF members say that choosing and managing investments for themselves is one of the 

main objectives of their fund and almost one third chose “control” as the best aspect of having a 

fund. However Table 6 shows that aiming for autonomy and control does not mean that members 

spend a lot of their own time on operating their fund or that they make frequent financial 

transactions.  

In terms of time and money, 60% of current members say their fund costs less than $2000 p.a. and 

that they spent less than four hours per month to operate it.  In addition, one quarter report that 

they made no Australian equities transactions over the past year, and another quarter that they 

made less than one transaction per month over the past year. Even fewer said they made 

transactions relating to other asset classes. Overall, around 90% of members made fewer than two 

transactions each month over the past year, in any asset classes. Former members reported quite 

similar frequency (or infrequency) of transactions in the last year before their fund was wound up.  
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TABLE 5: Fund performance, indicators and sources of information 

  

Former SMSF 
Members 

SMSF 
Members 

 (%) (%) 

Key indicator of performance of your SMSF   

Fund balance 33.3 38.8 

Asset allocation 4.8 10.0 

Net return  44.9 31.6 

Annual income 13.6 16.2 

Tax payable 1.4 2.9 

Other  2.0 0.6 

How often do (did) you review this indicator?   

Daily 4.8 6.3 

Weekly 19.7 15.7 

Monthly 45.6 41.9 

Annually 22.5 30.8 

Every 2 or 3 years 3.4 3.0 

Other 4.1 2.2 

Main sources of performance information (Choose up to3)   

Self 47.6 38.6 

Financial Planner 29.3 26.0 

Accountant 19.1 22.5 

Auditor 2.0 6.5 

Other trustee 1.4 4.6 

Other 0.7 1.8 

Do (did) you use any of these performance benchmarks?    

No benchmarks 43.1 30.0 

Average return to large (APRA) funds 15.0 20.0 

ASX200 13.8 18.5 

Term deposit rate 20.4 18.3 

Target asset allocation 6.6 12.0 

Other 1.2 1.2 

Own fund performance comparison with other SMSFs   

Well above average 1.4 4.2 

Above average 20.4 28.5 

About average 51.0 57.0 

Below average 19.7 8.0 

Well below average 7.5 2.3 

Own fund performance comparison with superannuation funds in general   

Well above average 1.4 6.4 

Above average 19.7 33.0 

About average 49.7 50.0 

Below average 20.4 7.7 

Well below average 8.8 2.8 
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TABLE 6: Current and former SMSF members, running costs and trading activity 

  Former SMSF 
Members 

(%) 

SMSF 
Members 

(%) 

Approximate annual costs of running SMSF   

Less than $500 22.5 20.3 

$501-$1,000 25.2 20.0 

$1,001-$2,000 19.8 18.7 

$2,001-$3,000 15.0 13.9 

$3,001-$4,000 4.1 11.5 

$4,001-$5,000 3.4 5.7 

$5,001-$7,000 5.4 4.1 

$7,001-$10,000 4.8 3.8 

In excess of $10,000 0.0 2.1 

Approximate time spent on SMSF each month   

Less than one hour per month 29.9 30.8 

1-4 hours per month 29.3 30.9 

½-1 day per month 21.1 19.1 

1-2 days per month 11.6 10.5 

3-5 days per month 8.2 7.4 

More than 5 days per month 0.0 1.3 

Approximate no. of Aust. equities trades in past (last) year   

0 transactions per month 38.1 26.4 

<1 transaction per month 23.8 25.6 

1 transaction per month 14.3 17.3 

2 transactions per month 12.2 16.9 

3-5 transactions per month 10.9 10.8 

6-10 transactions per month 0.7 1.9 

More than 10 transactions per month 0.0 1.2 

Approximate no. of trades in other assets past (last) year   

0 transactions per month 23.8 35.4 

<1 transaction per month 14.3 28.2 

1 transaction per month 12.2 15.1 

2 transactions per month 10.9 11.8 

3-5 transactions per month 0.7 7.9 

6-10 transactions per month 0.0 1.2 

More than 10 transactions per month 0.0 0.5 

Obs. 147 854 
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4.2.5 Delegated management 

Since control is important to SMSF members but in most instances is not exercised by members 

administering the fund or transacting themselves, we hypothesise that members delegate control 

to agents. Table 7 reports on the role of financial professionals such as accountants and financial 

planners in helping to set up and operate SMSFs. First, consistent with results reported by Bird et 

al. (2016), the majority of respondents say the idea to start the fund was given to them by a 

financial professional; around one fifth say they thought of it themselves and a smaller proportion 

say they were advised by family or friends. Second, the next panel shows that SMSF members 

usually engage financial professionals for help with establishment, tax compliance and 

administration, but less for investment advice.  

To get a better understanding of how investment tasks are shared with professionals, we made a 

longer lists of tasks related to operating a SMSF. We grouped these under “strategy”, “investment 

choice”, “implementation”, “monitoring” and “reporting or compliance”. Current members 

selected from this list the tasks they or a financial professional did for their fund. We then asked 

them if they completed the task themselves, if they shared it with a financial professional or if a 

financial professional completed it without the help of the respondent or other trustees. Figure 5 

summarises these responses. 

Tasks are more often shared with, or done entirely by, a professional than are done only by a 

member or other trustee. However specific choices of Australian equity securities, fixed interest 

assets and real estate investments, and short-term monitoring of investment performance are the 

tasks that members more often complete alone without any shared or delegated professional 

assistance. In all other cases, more members share or delegate the task than do it themselves. 

Unsurprisingly, compliance tasks, both tax returns and audit reports, are more often done only by 

a professional than shared or completed solely by members. Indeed, it is hard to make sense of 

members’ claiming to conduct an audit themselves without professional help.  
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TABLE 7: Engagement of financial professionals 

  

Former SMSF 
Members 

SMSF 
Members 

 

 (%) (%) 

Who first started you thinking about setting up or joining a SMSF?   

Accountant 30.0 25.3 

Financial planner 21.8 23.9 

An SMSF administration provider 3.4 4.6 

Friend/family member 16.3 16.0 

Another member of my SMSF 1.4 3.0 

Media 2.0 2.8 

My own idea 22.5 21.8 

Other financial professional 0.7 0.8 

Other 2.0 1.8 

Have you ever relied on financial professionals for advice on any of the following?   

Decision to establish 20.5 20.0 

Tax compliance  19.1 17.5 

Investment strategy  9.2 13.5 

Administration  13.0 13.0 

Specific security choice  7.2 9.2 

Monitoring performance 8.5 9.0 

Investment managers 7.2 7.0 

No advice taken  13.3 6.5 

Estate planning within SMSF 1.4 4.3 

Other 0.2 0.2 

Obs 147 854 

 

The relatively high proportion of shared and delegated tasks in Figure 5 is consistent with 

members’ average estimates of the short time spent operating their fund. It seems less consistent 

with the low estimate of the average cost of running the fund. It also highlights the fact that 

feeling involved and in “control” apparently does not rule out delegating or sharing most of the 

fund’s operations. People sitting in the co-pilot seat still feel like they are flying the SMSF aircraft.  
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Figure 5: Delegation of investment and administrative tasks, current SMSF members 

 

Bars show the percentage of current SMSF member respondents who said that they or a financial professional they 

employed completed the listed task for their self-managed superannuation fund. Coloured segments show the 

proportions of those respondents who said they or another trustee completed the task alone (blue), the task was 

shared between trustees and financial professionals (green) or the task was completed by a financial professional 

alone (yellow).  
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4.2.6 Member financial literacy and psychological traits 

We finish this section by considering how skilled SMSF members are for operating their fund. 

Table 8 reports summary statistics from quizzes testing numeracy (3 questions on fractions, 

percentages and probability from Lipkus et al. (2001)), financial literacy (3 questions on simple 

interest, inflation and diversification from Lusardi and Mitchell (2011)), SMSF literacy (4 questions 

on contributions, members, related party investments and compensation for fraud from Bird et al. 

(2016)), risk tolerance (0-10 scale from ‘very unwilling’ to ‘very willing’ to take risks in financial 

matters), internal locus of control, or one’s degree of belief that one can influence events and 

outcomes (low score indicates internal locus of control, from Rotter (1966)); and need for 

cognition, or one’s preference for tasks needing high cognitive effort (positive scores indicate a 

high need for cognition). 8 

First, we note that average scores of current and former SMSF members are not statistically 

significantly different from each other on any of these measures. Second, Bird et al. (2016) 

compared SMSF members with members of large superannuation funds across these measures 

and did not find any evidence of higher skill among SMSF members except in their scores on the 

SMSF literacy questions. We note very similar patterns for this sample of members.  

The median score for numeracy and financial literacy was two correct answers, similar to the 

general Australian population (Agnew et al. 2013). The median score for SMSF literacy was a 

(disappointing) one correct answer out of four, surprisingly low for people who express a high 

interest in superannuation and enjoy “controlling” their funds. Third, although the objective tests 

indicate modest skills, a large majority of SMSF members are very confident in their financial skills: 

85% of current members rate their skill in financial matters at or above average. Bird et al. (2016) 

detected a similar pattern of overconfidence among SMSF members that did not show up among 

members of other superannuation funds.  

SMSF members here report higher risk tolerance than the non-member sample in Bird et al. 

(2016), but demonstrate no particular need for cognition (negative scores indicate a low need for 

cognition) and no general tendency to a high internal locus of control. Thus current members’ 

need for “control” and “involvement” is probably concentrated in the financial domain, and not an 

outcome of general psychological traits.  

  

                                                 
8 Fernandes, Lynch and Netermeyer (2014) note possible links between the need for cognition and financial literacy. 

They also point out that need for cognition can be used “as an instrument for financial literacy not plausibly caused by 
financial behaviors.”  
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TABLE 8: Financial literacy, risk tolerance and psychological traits 

    

Former  
SMSF Members 

Current  
SMSF 

Members 

(%) (%) 

Numeracy 
   

Mean 
 50.1 49.9 

Median 
 33.3 66.7 

Standard deviation 36.7 38.8 

Financial Literacy 
  

Mean 
 

76.6 70.6 

Median 
 

100.0 66.7 

Standard deviation 28.5 34.8 

SMSF Literacy 
  

Mean 
 

25.2 30.4 

Median 
 25.0 25.0 

Standard deviation 24.4 24.7 

Self-Assessed Financial Skills 
 

Very Low Skill 4.1 2.8 

Level 2 
 6.1 4.3 

Level 3 
 12.2 7.9 

Average Skill 39.5 39.0 

Level 5 
 21.1 25.1 

Level 6 
 10.2 16.0 

Very High Skill 6.8 4.9 

Risk Tolerance 
  

Very Low Risk 4.8 3.4 

Low Risk 
 

9.5 7.0 

Average Risk 6.1 6.7 

High Risk 
 

25.2 32.7 

Very High Risk 5.4 6.7 

Locus of Control 
  

Mean 
 

5.7 5.3 

Median 
 

5.0 5.0 

Standard deviation 2.4 2.4 

Need for cognition 
  

Mean 
 

-0.7 -0.5 

Median 
 

-1.0 -1.0 

Standard deviation 5.4 5.0 

Table reports summary statistics from 864 current and 147 SMSF members on numeracy, general financial 
literacy and SMSF knowledge, risk tolerance, locus of control and need for cognition. Risk tolerance is 
measured by response to question “Are you generally a person who is fully prepared to take risks in 
financial matters or do you try to avoid taking risks?” (0-10) where Very low is 0-1, Low is 2-3; Average is 4-
5, High is 7-8 and Very High is 9-10. A lower locus of control score shows a higher internal locus of control. A 
higher need for cognition score shows a lower need for cognition. 

  



 

 

 

 

 

www.cifr.edu.au 

 
 
 

Page 24 

4.3 Winding up a SMSF 

Our sample includes 147 respondents who have closed or left a SMSF. Table 9 reports answers to 

questions about why they closed or left the fund and what they did next. The most common 

reason for closing or leaving a fund was a change in personal circumstances (18.4%) but a similar 

number say they lost interest in managing the fund. Operating expenses and administrative effort 

account for another 23.4% of closures. In total, around 60% of closures are attributed to a loss of 

interest or the demands of operation. Notably, around 7% of funds closed at the suggestion of an 

advisor. On leaving their SMSF, most people transferred their superannuation to a large fund, 

most often an industry fund, with 32% withdrawing a lump sum. 

The reasons former members give for closing their fund, apart from changing personal 

circumstances, are similar to the reasons respondents gave for finding their fund frustrating. Poor 

performance is the cause of fewer than 10% of closures; the burden or boredom of self-

management is much more likely to drive trustees towards a large fund, or out of the structure 

altogether. 

 

Table 9: Closure of SMSF  

 

Former SMSF Members  
(%) 

What caused you to leave/close down the SMSF?   

Poor investment performance  9.3 

Advised by a professional  7.3 

Too expensive to operate 13.4 

Required too much administration/compliance  10.0 

Demanded too much time  9.1 

Lost interested in managing the SMSF 15.2 

Lost interest in investing  7.5 

Poor health  6.8 

Changing personal circumstances  18.4 

Other  3.2 

What did you do with your superannuation after leaving the SMSF?  

Industry fund 38.1 

Corporate fund 4.1 

Public sector fund 11.6 

Retail fund 10.2 

Withdrew lump sum 32.0 

Other 4.1 
Did the SMSF continue after you left?   

Yes 13.0 

No 66.0 

Don't know 21.1 

Obs 147 
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4.4 Multivariate modelling  

We estimate multivariate models to get insight into the variables that are more strongly related to 

high personal interest in superannuation and a high likelihood of recommending a self-managed 

superannuation fund to others, or that can predict who might close a fund. We do not interpret 

estimates as causal effects – many covariates are jointly determined with involvement and 

advocacy for SMSFs, or with membership choices, and are likely to be driven by common latent 

factors. Our aim is to show which covariates have economically and statistically significant 

relations with these overall measures of satisfaction, or with the decision to close a fund.  

Table 10 lists the variables we use in estimation. They include the standard demographics, such as 

age, gender, education and income; measures of financial literacy; psychological traits and 

preferences, including overconfidence, risk tolerance, internal locus of control and need for 

cognition; assessment of time and money costs of operating a SMSF; activity measures including 

indicators of trading activity and trustee autonomy; performance related covariates; and other 

measures of interest and satisfaction. We fit OLS regressions of respondents’ ratings of 

involvement (interest) and advocacy (recommendation) on this large set of covariates. We also 

estimate a logit model of the probability of being a current (rather than former) SMSF member 

using a slightly larger set of covariates. Table 11 reports estimation results from the OLS models, 

and marginal effects from the logit model. 

 
4.4.1 Involvement in superannuation  

Possibly the most surprising result in the involvement rating regression is the large and significant 

effect of having closed or left a SMSF. The negative coefficient on the indicator for current 

membership means that former SMSF members rate their interest in superannuation more than 

0.4 points higher than current members on a 0 to 10 scale. In other words, people who have 

completed the complicated task of starting, operating and closing a self-managed fund and then, 

for the most part, choose a large fund for their savings, are very involved and interested in their 

superannuation affairs. They are significantly more involved and interested in superannuation 

than current SMSF members, even though most are now members of large funds.  

If former members are also advocates for SMSFs, interest ratings rise again. More generally, the 

conditional effect of higher advocacy (likelihood of recommending) of SMSFs is also positively and 

significantly related to interest in superannuation in general. An increase in the likelihood of 

recommending a SMSF of one point is associated with a 0.444 higher interest rating.  

Significantly lower interest in superannuation is associated with spending little time and money on 

a SMSF (either currently or at the time it was operating). A small time and money commitment 

does reflect low interest. But respondents with fund balances exceeding $400,000 express 

significantly more interest than those with lower balances. Overall, higher stakes and more effort 

signal higher general interest.  

Interest also rises with age, with SMSF literacy and subjective financial skill, and with a higher 
internal locus of control. Objective measures of financial literacy and numeracy are not significant. 
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Together, these results suggest that involvement in superannuation is higher among people who 
rate their own skill and effectiveness higher than their peers.  

4.4.2 Advocacy of self-managed superannuation funds 

Unlike interest in superannuation, a higher likelihood of recommending SMSFs is associated with 

current rather than former SMSF membership. So while involvement in super continues, people 

who have closed or left a self-managed fund tend rate their likelihood of recommending a fund 

much lower than those now in a SMSF. Holding other covariates constant, higher advocacy is 

positively related to higher interest in superannuation – a one point higher interest rating is 

associated with a 0.5 point higher advocacy rating. 

The estimates also connect the monetary cost of operating a SMSF with advocacy. Respondents 

who report running costs of less than $2000 p.a. are significantly more likely to recommend a self-

managed fund to family or friends. Those who rate the performance of their fund as well above 

average compared with other SMSFs (or superannuation funds) are also significantly more likely to 

recommend, increasing recommendation ratings by almost 0.5 and 0.23 respectively. 

In terms of demographics, higher likelihood of recommendation is connected to increasing age, 

being female, being at the decumulation stage and to higher risk tolerance. As is the case with 

interest, objective measures of numeracy and financial literacy are not significantly related to 

advocacy. A more concerning result is that overconfident people with lower SMSF literacy are 

significantly more likely to recommend SMSFs to friends and family. 

4.4.3 Current and past membership  

We estimate the probability of current rather than former SMSF membership using a logit model. 

Current membership is significantly more probable if respondents are younger, rising by around 4 

percentage points for each ten year decline in age. Current membership is also more probable 

when members hold a university degree, rising by 5 percentage points over those with no degree. 

An additional correct answer to the SMSF literacy questions raises the probability of membership 

by 2 percentage points. And an internal locus of control score above the median makes current 

membership almost 6 percentage points more likely. In terms of the operation of a respondent’s 

SMSF, high balances and low time commitments are associated with current rather than former 

membership.  

It is interesting to note that people who chose net return as the key performance target for their 

fund are nearly 9 percentage points less likely to be a current, rather than a former, SMSF 

member. People who have closed funds are thus much more likely to have evaluated performance 

using net returns than other indicators, and this could be a source of discontentment and partly 

responsible for closures. This inference is also supported by the result that rating one’s fund as 

performing above or well above superannuation funds in general is associated with a significantly 

higher probability of being a current, rather than a former, member.  
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Table 10: Definitions of variables 
 
Variable Definition 

Age Midpoint of 5 year age intervals from 25-29 to 75-80 

Male Indicator variable equal to 1 if respondent is male, 0 otherwise 

Partner Indicator variable equal to 1 if respondent is married or in a de facto relationship, 0 otherwise 

Decumulator Indicator variable equal to 1 if respondent is withdrawing money from their SMSF, 0 otherwise 

Income Approximate weekly gross household income ($) 

High School Indicator variable equal to 1 if respondent has completed High School, 0 otherwise 

University Indicator variable equal to 1 if respondent holds a Bachelor or higher degree, 0 otherwise 

Financial 
profession 

Indicator variable equal to 1 if respondent answers yes to "Are you, or have you been, an 
accountant, financial planner, wealth manager or broker?", 0 otherwise 

Risk tolerance Financial risk tolerance: responses to "Are you generally a person who is fully prepared to take 
risks in financial matters or do you try to avoid taking risks?" (0-10 scale) 

Numeracy Proportion correct answers to 3 numeracy questions (fractions, percentages and probability) 

SMSF literacy Proportion correct answers to 4 SMSF literacy questions (contributions, number of members, 
related party transactions and compensation for fraud) 

High financial 
literacy 

Indicator variable equal to 1 if respondent scored ABOVE median on 3 financial literacy questions 
(simple interest, inflation and diversification), 0 otherwise 

High subjective 
financial literacy 

Indicator variable equal to 1 if respondent's subjective financial knowledge rating is ABOVE 
median, 0 otherwise 

Overconfidence Indicator variable equal to 1 if respondent's financial literacy is BELOW median and subjective 
financial knowledge rating is ABOVE median 

High internal 
LOC 

Indicator variable equal to 1 if respondent's internal locus of control score is BELOW median, 0 
otherwise 

High need for 
cognition 

Indicator variable equal to 1 if respondent's internal locus of control score is ABOVE median, 0 
otherwise 

Objective 
achievement 
score 

Sum of respondent’s ratings of extent to which three main objectives of SMSF were achieved 
where 1=not achieved; 2=partly achieved and 3=fully achieved. Higher scores indicate more fully 
achieved objectives 

Trustee task 
completion 
score 

Sum of number of times respondent reported completing an SMSF-related task (strategy, 
investment choice, implementation, monitoring or reporting) themselves without the assistance of 
a professional 

Balance >$400K Indicator variable equal to 1 if respondent reports an SMSF average balance greater than $400K, 0 
otherwise 

Low time 
commitment 

Indicator variable equal to 1 if respondent reports spending less than 4 hours per month on all 
SMSF related tasks over the past year or in the last year of operation, 0 otherwise 

Low cost Indicator variable equal to 1 if respondent reports costs of less than $2000 to operate their SMSF 
over the past year or in the last year of operation, 0 otherwise 

Infrequent 
trades 

Indicator variable equal to 1 if respondent reports conducting less than one transaction per month 
in Australian equities for their SMSF over the past year or in the last year of operation, 0 otherwise 

Account balance 
performance 
target 

Indicator variable equal to 1 if respondent reports that SMSF account balance is the key indicator 
of performance over the past year or in the last year of operation, 0 otherwise 

Net return 
performance 
target 

Indicator variable equal to 1 if respondent reports that SMSF net return is the key indicator of 
performance over the past year or in the last year of operation, 0 otherwise 

Performance 
above SMSF 
average 

Indicator variable equal to 1 if respondent reports that their SMSF performed above or well above 
average compared with other SMSFs over the past year or in the last year of operation, 0 
otherwise 
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Performance 
above 
superannuation 
average 

Indicator variable equal to 1 if respondent reports that their SMSF performed above or well above 
average compared with superannuation funds in general over the past year or in the last year of 
operation, 0 otherwise 

Interest in 
superannuation 
rating 

Respondent’s answer to question “Thinking about your superannuation, how much interest do you 
personally take in your superannuation affairs? (on a scale of 0 to 10, where 0 is ‘very 
disinterested’ and 10 is ‘very interested’) 

Recommend 
SMSF rating 

Respondent’s answer to question Assuming there was nothing to stop you recommending a self-
managed super fund, how likely would you recommend a SMSF to your family or friends? (on a 
scale of 0 to 10, where 0 is ‘not at all likely’ and 10 is ‘extremely likely') 

Current SMSF 
member 

Indicator variable equal to 1 if respondent answers yes to "Are you currently a member of a self-
managed superannuation fund?", 0 otherwise 
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TABLE 11: Current SMSF membership, interest and recommendation rating, marginal effects 

 
SMSF 
(logit) 

Interest 
(OLS) 

Recommendation 
(OLS) 

Current SMSF member  -0.415** 0.602*** 

  (0.197) (0.207) 

Age -0.004*** 0.017*** -0.009* 

 
(0.001) (0.006) (0.005) 

Male 0.007 0.070 -0.205* 

 
(0.023) (0.117) (0.119) 

Partner 0.028 0.006 0.178 

 
(0.026) (0.135) (0.143) 

Decumulator  0.060 0.353** 

 
 (0.137) (0.144) 

Income 0.000005 0.000 -0.000003 

 
(0.000) (0.000) (0.000) 

High School 0.008 0.003 -0.054 

 
(0.026) (0.149) (0.163) 

University 0.049** 0.032 -0.241* 

 
(0.022) (0.122) (0.131) 

Finance Profession 0.014 -0.017 0.184 

 
(0.029) (0.159) (0.161) 

Risk Tolerance 0.005 0.060* 0.069** 

 
(0.005) (0.032) (0.033) 

Numeracy -0.029 -0.090 -0.179 

 
(0.031) (0.176) (0.187) 

High financial literacy -0.015 0.168 0.024 

 
(0.025) (0.140) (0.140) 

SMSF literacy 0.083* 0.947*** -0.416* 

 
(0.049) (0.230) (0.245) 

High subjective financial literacy 0.006 0.385*** -0.055 

 
(0.026) (0.142) (0.166) 

Overconfidence 0.042 -0.055 0.446** 

 
(0.052) (0.232) (0.211) 

High internal LOC 0.057*** 0.232* -0.057 

 
(0.022) (0.119) (0.133) 

High need for cognition -0.007 0.192 -0.064 

 
(0.024) (0.127) (0.138) 

Objective achievement score 0.001 0.004 0.002 

 (0.006) (0.031) (0.033) 

Trustee task completion score 0.005 0.021 -0.012 

 (0.004) (0.019) (0.021) 

Balance >$400K 0.176*** 0.427*** -0.120 

 (0.019) (0.141) (0.154) 

Low time commitment 0.050** -0.242** 0.049 

 (0.024) (0.122) (0.129) 

Low cost 0.001 -0.224* 0.282** 

 (0.024) (0.124) (0.134) 
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Table 11 continued.    

Infrequent trade 0.053** -0.073 -0.156 

 (0.022) (0.119) (0.125) 

Account balance performance target -0.016 0.114 -0.150 

 (0.028) (0.138) (0.141) 

Net return performance target -0.088*** 0.176 -0.002 

 (0.031) (0.142) (0.158) 

Performance above SMSF average -0.037 -0.036 0.485*** 

 (0.033) (0.153) (0.141) 

Performance above superannuation average 0.079*** 0.059 0.235* 

 (0.025) (0.151) (0.142) 

Interest in superannuation rating -0.013**  0.500*** 

 (0.006)  (0.038) 

Recommend SMSF rating 0.023*** 0.444***  

 (0.005) (0.036)  

    

Obs. 1001 1001 1001 

R-squared (Pseudo R-squared) (0.186) 0.394 0.328 

Table reports marginal effects from 1) Logit estimation of the probability of current membership of a SMSF 2) OLS 
estimation regression of ‘Interest in superannuation’ rating on covariates 3) OLS regression of ‘Recommendation of 
SMSF’ rating on covariates. Table 10 lists definitions of all variables. Robust standard errors in brackets.  *p<0.1, 
**p<0.05; ***p<0.01. 
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5. Conclusions and future work 

Self-managed superannuation funds have been chosen by over one million Australians to manage 

their retirement savings. Each year, the number of new funds rises by around 7% while about 2% 

of existing funds are wound up. Despite this rate of change, little is known about the experiences 

and practices of SMSF members. Here we evaluate survey responses of 854 current and 147 

former members to get a better understanding of what people expect from SMSFs and whether 

they are satisfied with the outcomes. Our research makes some tentative conclusions and 

suggests several lines of continuing research. We summarize these here: 

 The experience of starting, running and even closing a SMSF builds interest and 

involvement in superannuation in general. A remarkable finding of our survey is that 

people who have closed or left a SMSF, and typically moved their account to a large fund, 

are more likely to express a high interest in superannuation than current members, 

conditioning on other factors. Both groups rate themselves as very involved in 

superannuation affairs. In future work we would like to gain a better understanding of 

exactly how much interest members have before they start a SMSF, and/or what parts of 

the process build a high level of involvement in superannuation. 

 SMSF members are very interested in superannuation but are not necessarily advocates for 

self-management. We find negative net promoter scores (percentage of “promoters” of 

SMSFs less “detractors” of SMSFs) for both current and former members. One plausible 

inference from this surprising result is that the rapid growth in funds is probably not the 

result of “word of mouth” urging by members, and especially not by former members. The 

majority of funds are started at the instigation of financial planners or accountants, not at 

the suggestion of friends or family, or even at the member’s own initiative.  

 SMSF are very flexible structures and members express a wide range of experiences and 

degrees of satisfaction with fund performance. Our analysis of members’ starting 

objectives and the extent to which they are actually achieved shows that many have only 

partly satisfied their goals. Achieving the asset allocation they wanted and investing in 

Australian equity securities were the objectives that members were likely to fully achieve. 

We found no clear dominance of successes or failures for other objectives. 

 Open responses show that many SMSF members enjoy involvement in their 

superannuation management, choosing specific investments and controlling risk. However 

many of the frustrations members named were activities that large funds carry out for 

their members, such as administration, tax compliance and adapting to new regulations. 

Since some large funds now offer platforms that mimic the direct investment choice 

possible in a self-managed fund, it is unclear why SMSF members who find the 

administration and compliance of an SMSF frustrating do not switch to one of these 

platforms. We leave to future research this issue and the question of whether SMSF 

members know about other products allowing direct control of investments. 



 

 

 

 

 

www.cifr.edu.au 

 
 
 

Page 32 

 Feeling involved and in “control” does not mean doing things yourself. Around 60% of 

current SMSF members spend less than $2000 p.a. and less than four hours per month of 

their own time operating their fund. The majority made less than one financial transaction 

per month over the past year. Members report sharing or delegating most tasks with 

financial professionals. Future research should investigate how feelings of control and 

delegation to financial professionals are related. 

 A large proportion of SMSF members track the performance of their funds using account 

balance or asset allocation rather than net returns. Performance measured by account 

balance or asset allocation is hard to benchmark. Indeed, most SMSF members say they do 

not compare their fund’s performance with any conventional published benchmarks, 

leaving outcomes unverified. 

 The burden or boredom of self-management are the most likely reasons why SMSF 

members move towards a large fund, or out of the superannuation system altogether. 

Changing personal circumstances motivate 18% of SMSF closures. Poor performance is the 

cause of fewer than 10% of wind ups, but multivariate modelling shows that using net 

returns as the key performance indicator is related to a significantly higher probability of 

former, rather than current, membership. 

 Multivariate modelling of ratings show that interest in superannuation in general is higher 

among former than current SMSF members, is higher for people who devote more time 

and money to their funds and for people who have higher balances. It is also higher among 

those who rate themselves as more skillful and effective than their peers. By contrast, 

stronger advocacy for SMSFs in particular is linked to current membership, and more likely 

when people perceive the time and money costs of the fund as low. Advocacy is also 

higher among people who perceive their own fund’s performance as relatively high, who 

have lower SMSF literacy and express overconfidence in their financial skill.  
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Appendix: Survey Excerpts 
 

Excerpt 1: Questions to Measure General Numeracy 
 

Imagine that we rolled a fair, six-sided die 1,000 times. Out of 1,000 rolls, how many times do you 
think the die would come up even? 

Please enter a number between 0 to 1000 in the box. 

 ______________________________ times 
 
In a lottery, the chance of winning a $500 prize is 1%. What is your best guess of how many people 
would win the prize if 1,000 people each buy a single ticket in the lottery? 

Please enter a number between 0 to 1000 in the box. 

 ______________________________ people 
 
In a raffle, the chance of winning a car is 1 in 1,000. What per cent of tickets in the raffle win a car? 

Please enter a percentage. 

 ______________________________ % 
 

Excerpt 2: Questions to Measure General Finance Knowledge 
 

On a scale of 1 to 7, where 1 means very low and 7 means very high, how would you assess your 
understanding of finance? 

 
Very low 

1 2 3 

about 
average 

4 5 6 
Very high 

7 

Please tick one        
 

Suppose you had $100 in a savings account and the interest rate was 2% per year.  After 5 years, 
how much do you think you would have in the account if you left the money to grow? 

 More than $102 
 Exactly $102 
 Less than $102 
 Do not know 
 
Imagine that the interest rate on your savings account was 1% per year and inflation was 2% per 
year. After 1 year, how much would you be able to buy with the money in this account? 

 More than today 
 Exactly the same 
 Less than today 
 Do not know 
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Buying shares in a single company usually provides a safer return than buying units in a managed 
share fund. 

 True 
 False 
 Do not know 
 

Excerpt 3: Questions to Measure SMSF Literacy 
 

What is the tax rate on concessional contributions into superannuation? 
a. 0% 
b. 15% 
c. 31.5% 
d. 46.5% 
e. Don’t know 

What is the maximum number of members that an SMSF can have? 

a. 2 
b. 3 
c. 4 
d. 5 
e. Don’t know 

The percentage of total assets that can you lend to, invest in, or lease to, a related party of an 
SMSF is less than: 

f. You can never lend to, invest in or lease to a related party.  
g. 5% 
h. 15% 
i. 46.5% 
j. There is no limit 
k. Don’t know 

Is the following statement true or false?  

SMSF members who are victims of theft or fraud through their fund can be compensated 
by the Superannuation Compensation Scheme. 

l. True 
m. False 
n. Don’t know 
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Excerpt 4: Question for Self-Reported Risk Tolerance 
 
Are you generally a person who is fully prepared to take risks in financial matters or do you try to 
avoid taking risks?  
Please tick a box on the scale, where the value 0 means: ‘unwilling to take risks in financial 
matters’ and the value 10 means: ‘fully prepared to take risks in financial matters’.  

unwilling to take risks 
in financial matters   

 
0 

 
1 

 
2 

 
3 

 
4 

 
5 

 
6 

 
7 

 
8 

 
9 

 
10 

fully prepared to 
take risks in 
financial matters 

             

 
 

Excerpt 5: Questions for Locus of Control Scale from Rotter (1966) 
 

Score one point for selecting italicised answers. High score implies external locus of control. Low 
score implies internal locus of control.  
1.  

a. Many of the unhappy things in people's lives are partly due to bad luck. 
b. People's misfortunes result from the mistakes they make. 

2.  
a. One of the major reasons why we have wars is because people don't take enough 

interest in politics. 
b. There will always be wars, no matter how hard people try to prevent them. 

3.  
a. In the long run people get the respect they deserve in this world. 
b. Unfortunately, an individual's worth often passes unrecognized no matter how hard he 

tries. 
4.  

a. The idea that teachers are unfair to students is nonsense. 
b. Most students don't realize the extent to which their grades are influenced by 

accidental happenings. 
5.  

a. Without the right breaks one cannot be an effective leader. 
b. Capable people who fail to become leaders have not taken advantage of their 

opportunities. 
6.  

a. No matter how hard you try some people just don't like you. 
b. People who can't get others to like them don't understand how to get along with 

others. 
7.  

a. I have often found that what is going to happen will happen. 
b. Trusting to fate has never turned out as well for me as making a decision to take a 

definite course of action. 
8.  
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a. In the case of the well prepared student there is rarely if ever such a thing as an unfair 
test. 

b. Many times exam questions tend to be so unrelated to course work that studying in 
really useless. 

9.  
a. Becoming a success is a matter of hard work, luck has little or nothing to do with it. 
b. Getting a good job depends mainly on being in the right place at the right time. 

10.  

a. The average citizen can have an influence in government decisions. 
b. This world is run by the few people in power, and there is not much the little guy can do 

about it. 
11.  

a. When I make plans, I am almost certain that I can make them work. 
b. It is not always wise to plan too far ahead because many things turn out to- be a 

matter of good or bad fortune anyhow. 
 

12.  

a. In my case getting what I want has little or nothing to do with luck. 
b. Many times we might just as well decide what to do by flipping a coin. 

13.  

a. What happens to me is my own doing. 
b. Sometimes I feel that I don't have enough control over the direction my life is taking. 
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Excerpt 6: Questions for High need for cognition (Fernandes et al. 2014) 
 

Thinking about the following please indicate how well each of the following describes you on a 

scale of 0 to 6, where 0 is 'strongly disagree' and 6 is 'strongly agree'. (Statements in italics are 

reverse coded.) 

 I dislike to have to do a lot of thinking 

 I try to avoid situations that require thinking in depth about something 

 I prefer to do something that challenges my thinking rather than something that requires 

little thought 

 I prefer complex to simple problems 

 Thinking hard and for a long about somethings gives me little satisfaction 


