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Newsletter September 2017 
 

  
Australian Companies Lack Asian Skills 

Australia is lacking in Asian skills, which is holding businesses 
back. The two main skills that Australia lacks are being fluent in 
Asian languages and having knowledge of the regions markets. 

 

CEO Pay in ASX 200 Companies 

The Australian Council of Superannuation Investors (ACSI) once 
more commissioned Ownership Matters to undertake a 
thorough review of CEO reward among the ASX 200. 

 

BEAR Regime Continues to Raise Concerns in Financial Services 

Sector 

The Banking Executive Accountability Regime (BEAR) has made 
banks and businesses cautious and concerned. Banks have 
echoed a warning that BEAR threatens the clarity of roles 
between APRA and ASIC, and also creates potential upheaval 
with insurance and superannuation funds, as BEAR could be 
broadly applied to such organisations. 

 

The Agenda 

The Agenda is the must-read summary of issues influencing 
Boards of Directors and Government. 
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Australian Companies Lack Asian 
Skills 
 

Australia is lacking in Asian skills, which is holding businesses back. The two main skills that 
Australia lack is being fluent in Asian languages and having knowledge of the regions 
markets. 

New reports by Asialink Business, the Institute of Management and PwC have found that 
only 10% of Australia’s ASX 200 companies indicate high levels of Asian skills. Research 
findings suggested that fluency in Asian languages was the least common skill possessed 
among ASX 200 companies. The average Asian capability score of an ASX 200 company 
Director is 6.42 out a maximum 30, and Senior Executives scored an average of 3.79 out of 
30. Similarly, the 2016 census found that less than 3% of our top 300 boards are recognised 
as Asian, despite more than 12 per cent of Australians declaring their Asian ancestral 
background. Disappointingly, this shows Australia’s poor progress in the Asian market and 
culture. 

There are reasons for Australia being behind in global markets. The risks seem 
overwhelmingly high for Australia advancing in Asian markets. Asialink Business’s Chief 

Executive, Mukund Narayanamuriti, 
declared to The Australianthat having a 
long-term growth strategy and the right 
capabilities are essential for succeeding in 
Asia. He stated that “many business 
leaders feel constrained by a lack of 
information, pressure to show short-term 
results, and negative public perceptions 
about Asian investment.” Likewise, Mike 
Smith, the former ANZ bank CEO said, 
“Regulation and corporate governance 
have got people into such a state that you 
have got public boards who are very, very 
risk averse because of the personal 
liability.” Smith has blamed short-term 
investors, lawyers and accountants on 
boards for the failure of our top companies 

to grasp the fruitful opportunities in Asia. His judgements come as the Asialink study finds 
that 90 percent of our top 200 companies are not Asia ready. 

Mike Smith said, “Investors in Australia think very short term basically because of the way 
they are measured…we should stop the performance monitoring of these [superannuation] 
funds on a short-term basis and instead look at them every two or three years. You are 
looking after 30-year money, who cares what happens after a quarter, you are not going to 
get the right investment decisions looking at it that way.” He also advocates the ways that 
Australia can prosper and grow. He states, “… Board meetings get consumed with the 
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process of signing off on compliance reports and remuneration reports leaving little time for 
strategic, entrepreneurial thinking. As a response, some top companies are creating 
advisory boards, separate to the main company board, which allows members to focus on 
strategy and relationship-building in Asia, rather than governance.” If entrepreneurial 
reflection was put into place companies would be able to further develop their skills with 
Asian businesses. 

One Australian company, Coca-Cola Amatil, is using entrepreneurial thinking and gaining 
high profits from the Asian markets. Other companies are also prospering from this, such as 
Telstra, Lend Lease, Newcrest Mining, REA Group, and Blackmores. They received a pass 
mark from Asialink with five out of eight members (63 per cent) of CCA’s board having 
substantial first-hand experience in Asian markets. Energy and resources, and financial 
services sectors were the best performing industries out of all of them. 

 

Back to Title Page   
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CEO Pay in ASX 200 Companies 

The Australian Council of Superannuation Investors (ACSI) once more commissioned 
Ownership Matters to undertake a thorough review of CEO reward among the ASX 200. 

An interesting feature of the report is the relatively stable median level of CEO fixed 
remuneration (ASX100) since 2008 when it stood at $1,745,856 and in 2016 was 
$1,790,000.  The average fixed remuneration over that period has, in fact, declined from 
$1,947,350 to $1,892,141. 

The report states that since the 2008 Financial Year, CEO pay has been held in check, this in 
part being influenced by the advent of the two strikes rule.  The recently published 16th 
Annual Survey has compiled data from 83 of the ASX 100 CEOs and 77 from the ASX 101 to 
200.  It reveals that almost one third of the ASX 100 CEOs received bonuses equal to 80% or 
more of their potential maximum pay out while 18 CEOs received less than 50% of their 
maximum. 

We note that the median bonus reflected 
marginally less than 70% of the potential 
maximum, down from 76% in FY15, 
standing at $1,490,000.  The average 
bonus however, rose from $1,950,000 to 
$2,060,000, arising primarily from a small 
number of significant bonus 
recipients.  Among the second 100, the 
median bonus as a proportion of the 
maximum rose from 56% in FY15 to 
74.5% in FY16.  The research has revealed that this was largely due to new entrants in the 
survey.  The median bonus rose almost 30% to $486,000 though the average declined 
slightly.  It was noted that more than 15% of the second 100 CEOs received no bonus after 
failing to meet performance hurdles. 

The report noted that in the second 100 ranked companies, median and average fixed 
remuneration fell for the second consecutive year with the median declining 2.2% to 
$864,000 and the average 3.7% to $1,040,000.  These figures, as well as those pertaining to 
the top 100 companies, reflect a skew drawn from the larger companies in each strata 
paying significantly more highly. 

Ownership Matters, in their research, also comment on the gap between realised 
remuneration and disclosed statutory remuneration, revealing that cash payments plus the 
value of vested equity was significantly higher than average disclosed pay, that is, cash 
payments plus the value of vested equity was significantly higher than average reported 
pay.  In this context, average realised remuneration for an ASX 100 CEO was $5,700,000, 
being $5,540,000 in FY15.  Average reported pay was $5,160,000 (FY15 $4,499,000). 

Among the second 100 ranked companies, average realised pay was $2,020,000 (FY15 
$1,890,000) which again is higher than the average reported pay of $1,780,000. 

https://www.acsi.org.au/publications-1/research-reports.html
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The report provides interesting historic comparisons of fixed remuneration, levels of bonus 
payments and changes in the pattern and structure of total reward.  It also has an 
interesting section on termination payments over an extended period for CEOs of a top 100 
company revealing substantial variability over the years.  Termination payments, in this 
context, are payments at the time of separation which in many instances reflected the 
outcomes following retirement or resignation rather than termination for non-performance. 

Among the ASX 100 companies there were indicatively marginally less than 10% of CEOs 
terminating over the previous four Financial Years with a similar though more variable 
pattern year-on-year among the second 100 companies. 

The report does not cover in any significant detail the cumulative or annual value of grants 
offered to CEOs under shareholder approved long term incentive plans.  It does, however, 
comment on and report on realised reward arising from the vesting of equity grants. 

. 

Back to Title Page 
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BEAR Regime Continues to Raise 
Concerns in Financial Services 

The Banking Executive Accountability Regime (BEAR) has made banks and businesses 
cautious and concerned. Banks have echoed a warning that BEAR threatens the clarity of 
roles between APRA and ASIC, and also creates potential upheaval with insurance and 
superannuation funds, as BEAR could be broadly applied to such organisations. 

ANZ recommends that BEAR must have strong clarification of APRA and ASIC’s 
responsibilities, as their relationship with banks will be a cause of confusion regarding legal 
obligations and could create a lack of procedural fairness. APRA could become the 
supervisor and the enforcer, creating a ‘witch hunt’ approach, as their supervision will be 
obscured. All banks welcome the efforts of creating healthy competition, maintaining 
accountability, and managing responsibility correctly and although banks support these 
ideals, they have high concerns with BEAR’s lack of regulatory oversight and legal duties. 
With BEAR, APRA will have the power to fine banks up to $200 million for breaches of BEAR. 
Again, these powers could lead to unfair legal implications for banks and other 
organisations.  Some organisations, such as the Australian Banker’s Association (ABA), have 
suggested that ASIC and APRA co-ordinate their responses in areas that overlap, including 
their disqualification powers. One of their concerns is that BEAR does not define the role of 
Non-Executive Directors (NEDs) where ABA suggests that NED’s should be excluded in 
principal. 

Of course, with the legal implications natural 
justice or due process dictates a more certain 
process of decision making in this area. APRA 
must have the responsibility and duty to prove 
their reasons for disqualification of certain 
industries, and to be recognised with the legal 
and evidentiary standards. Similarly, Westpac 
proposes the inclusion of a court-based appeal 
process, which examines whether 
disqualification is validated on the facts, rather than an appeal based on an error of law. 
Banks recommend that the Corporations Act, Section 180 “safe harbour” be integrated 
into BEAR to ensure there are defences for Directors. 

Westpac believes that banks should continue to maintain their discretion in remuneration 
matters, as there is already transparency through the existing remuneration reporting, 
disclosure rules and practices. The banks have also made it clear that they want the 
extension of BEAR to be limited as it applies to their staff. BEAR could be applied to other 
entities; however, superannuation and insurance companies do not want it to be extended 
to them. 

NAB, ANZ, Westpac and the ABA have stated that the new regime for accountable persons 
should be integrated with APRA’s current regime for fit and proper persons, known as CPS 
510. This will ensure that the regimes will not be crossed over and cause confusion. Another 
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criticism from the Customer Owned Banking Association, states that, “BEAR has been 
designed for a one size fits all approach”, which will “create excessive red tape on customer-
owned [banks], whose behavior was not the impetus of the BEAR measure.” 

There are many legal implications with BEAR that banks and other organisations are 
forewarning, many of these being already managed by other laws and governing 
regulations. 

APRA has declined to comment with these concerns of BEAR. 

Back to Title Page 
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The Agenda 
In this month’s agenda, we address a 

breadth of issues which have arisen from 

research and/or have received Media 

attention.  They include recent comment on 

modest wages growth, improved gender 

balance on Boards, comment on whether the 

nation’s workforce and millennials are being 

prepared for significant technological change 

and transformation in the work place. 

 

 Cultural Diversity 

Research conducted last year by the Human Rights 
Commission, Leading for Change: A blueprint for cultural 
diversity and inclusive leadership, found that in corporate 
Australia, the ranks of senior leaders remain overwhelmingly 
dominated by those of Anglo-Celtic background. 

Among the 201 chief executives of ASX 200 companies, 77 per 
cent had an Anglo-Celtic background and 18 per cent had a 
European background. Only 10 chief executives – or 5 per cent 
– had a non-European background, and none had an 

Indigenous background. The report referred to above shows more is needed in this regard. 

  

Wages Growth – Pressure on Productivity Commission to support 
workers’ wages 

The Productivity Commission could be asked 
to lead arrangements between business and 
government to deregulate sectors of the 
economy in exchange for employers paying 
workers higher wages. 

The latest official data showed private sector 
wages growth rose by 1.8% in the year to 
June 2017, lagging inflation for a third 
straight quarter.  The Commission’s task is to 
look for ways to increase wages without 
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destroying economic competitiveness. Recent figures published by the Australian Bureau of 
Statistics confirmed that the only real source of wages growth at present is coming from 
sectors in which governments set prices, led by healthcare, education and the public service 
more broadly. 

Government sector incomes rose 2.4 per cent over the year, helping keep the annual rate 
from falling below 1.9 per cent. Overall wages growth slowed in the June quarter to 0.5 per 
cent from the previous three months, when it rose 0.6 per cent. 

  

Wages across the States – SEEK data 

According to jobs website Seek, growth in average advertised salaries remained fairly weak 
in the year to June, although there are signs that recent strength in hiring levels is leading to 
a pickup in wage pressures.  Over the year, the average advertised annual salary on SEEK 
rose to $81,747, up 1.8% on a year earlier. 

Kendra Banks, a spokesperson at Seek said: “During the past financial year, advertised 
salaries on SEEK were relatively flat, with little to no growth, but in June this year salaries 
started to tick higher after dipping in May. This improvement is very encouraging, especially 
since salaries fell sharply in 2012 
to early 2014″.  It was noted that 
much of the decline during this 
period was driven by falling salary 
levels in Australia’s mining sector. 

Western Australia, the Northern 
Territory, South Australia and 
Queensland — Australia’s mining 
states and territories — all saw 
average advertised salaries increase faster than the national average over the last financial 
year, mirroring a strong rebound in commodity prices over the same period. 

In New South Wales — Australia’s most populous state — average advertised salary rates 
rose by just 1.2% over the year. Canberra, home to the nation’s highest average salary 
levels, also only grew by 1.1%. 

It is noted that both NSW and the ACT have unemployment rates significantly lower than 
other regions. 

According to economists at the National Australia Bank, “New South Wales is arguably 
already close to full employment, with an unemployment rate of 4.8% … Investors should 
therefore be watching developments in the state first for evidence as to the extent of any 
cyclical improvement in wage growth in the coming years.” 
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Gender Equality 

Recent statistics released by the AICD reveal that the percentage of female Directors across 
the ASX 200 has risen dramatically since 2009 when it stood at 8.3%.  In their most recent 
quarterly report (Gender Diversity Progress) it shows that at the end of August 2017 there 
were 25.4% female Directors across ASX 200 Boards, only marginally above that achieved at 
the end of the 2016 calendar year (25.3%).  We note that the AICD Chairman, Elizabeth 
Proust AO, recently stated that “considering the business case for diversity the fact that 
there are still 11 ASX 200 Boards with no women on their Boards is astounding.”  The good 
news, however, is that number has halved down from 22 Boards without any women this 
time last year. 

The numbers suggest the glass ceiling is 
still in place in Australia. Companies 
with the largest market capitalisation 
have the highest proportion of female 
Board members. 

In the UK: 

In the Davies Review, an inquiry two years 
ago which was tasked with improving the 

gender balance on the boards of Britain’s biggest companies, revealed that the number of 
women on Boards have hit a record high. Lord Davies said 26% of FTSE 100 board members 
are now women, exceeding the goal of 25%. This is more than double the 12.5% female 
proportion in 2011. 

Also in the UK, the government forced the BBC to publish its list of top earners (and from next 
year will force all medium and large companies to publish their gender pay gap).  The 
revelation of a gender pay gap at the BBC genuinely surprised insiders and others in the media 
industry. There was a 10% gap across the BBC – even though this is lower than the average of 
18% across the UK as a whole. 

  

Structural Change:  Key to Future Employment 

Earlier this year futurist Shara Evans said millions of Australians are destined for the 
unemployment queue if they don’t “wake up” to the robot revolution.   Research by 
recruitment agency Randstad reveals that 84 per cent of Australians surveyed are not 
concerned that automation will affect their future job prospects, while 77 per cent believe 
that they won’t need to change careers in the next 10 years.   Ms Evans said: “The reality is 
that 40 per cent of current jobs in Australia won’t exist in 10 to 15 years due to automation 
— that’s five million jobs gone”.   Ms Evans based her comments on an early report from the 
Committee of Economic Development of Australia which had warned that more than five 

https://www.theguardian.com/society/2016/feb/12/gender-pay-gap-reporting-big-firms-start-2018
https://www.theguardian.com/society/2016/feb/12/gender-pay-gap-reporting-big-firms-start-2018
https://www.theguardian.com/media/2017/jul/21/bbc-women-furious-and-not-surprised-by-gender-pay-gap
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million jobs could disappear in the next 10 to 15 years because of technological 
advancements. 

A report from the London-based International Institute for Environment and Development 
says the emergence of technologies are likely to mean that there will be less market for 
simple industrial manufacturers in poor countries because of automation. It also warned 
that the emergence of technologies could 
have “a sharply negative impact on gender 
equality”. The report states that sectors “in 
the frontline of the next wave of 
automation” included call centres which 
have provided a large number of jobs for 
women in some countries. 

Recently, Westpac CIO Dave Curran said 
workers face career carnage from 
technology disruption unless they are 
enabled to re-skill on the job. 

Westpac’s most senior technology executive has warned workers aged over 35 years old risk 
being left in the blocks by the wave of automation and new technologies, unless 
management in large organisations adjust to adapt to the changing world. 

He said in a speech to the Trans-Tasman Business Circle in Sydney: 

“One of the great conundrums of today is that we’ve got 21st-century technology smashing 
into 20th-century business processes and, to make it worse, those processes are still 
working under 19th-century governance …  We’re living in a digital revolution.  How we 
work is changing. It’s being driven by social, mobile, analytic and cloud-based 
technology.  We’ve been talking about robotics and AI [Artificial Intelligence] for quite some 
time, and they have arrived …  Our skills aren’t going to last – especially when you also 
consider we will live and work longer than we expected.” 

Mr Curran said many digital transformation and technology change programs struggled 
because the executives leading them – often in their 50s – felt personally threatened by the 
changes that would happen if they succeeded. 

Previously, employees learnt their jobs from predecessors and expected that knowledge 
would carry them throughout their careers, but with the digital and technological changes 
bringing transformations to the workplace, that acquired knowledge will not be enough. 

It will be vital for workers to up-skill to keep their jobs and to rethink fundamental work 
practices. 
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Linking Executive Remuneration to ESG 

Shareholders are stepping up demands on environmental and social issues. 

Most remuneration plans can only cope with a few metrics, maybe six, for example, one or 
two financial metrics, such as sales growth or earnings per share, and two or three non-
financial metrics, in areas such as quality or innovation. So, for a remuneration committee 
to justify a new metric, it needs to have a strong business case. The business case for 
sustainability is broad but not always easy to measure. 

BlackRock, the largest asset manager in the world, recently said, “ESG factors relevant to a 
company’s business can provide essential insights into management effectiveness and thus 
a company’s long-term prospects.” 

Companies will need to tailor their sustainability efforts to their commercial priorities. 
Adding such a metric only works if there is a clearly articulated business case and specific 
plans for improvement in that area. Without well-defined metrics tied to concrete plans, 
sustainability becomes a vague goal that is easy for executives to game. 

  

US investors happy to show their disapproval of executive 
compensation 

In the US, seven S&P 500 companies garnered 
less than 50% of the votes for their executive-
pay plans in the most recent financial year, up 
from six in 2015 and four in 2014, according to 
data compiled by Bloomberg. 

Many of the largest institutional investors have 
publicly stated views on corporate governance 
recently. There is harsher scrutiny of executive 
remuneration and compensation plans thought 

to be excessive.  BlackRock, the world’s biggest asset manager, publicly criticised drug 
maker Mylan in June over the company’s failure to address investors’ repeated complaints 
about executive compensation. 

Mylan received less than 17% support, the lowest vote tally in an S&P 500 company for the 
past three years, after it granted chairman Robert Coury a $97.6m pay package. Bed Bath & 
Beyond lost its non-binding pay referendum for the third straight year with 43.8% of voted 
shares siding with the board. Oracle, which hasn’t won a say-on-pay vote since 2011, 
received 45% support. 

About four of every five companies on the S&P 500 received at least 90% support for the 
most recent financial year, according to data compiled by Bloomberg. Among publicly 
traded companies whose executives appear on the Bloomberg Pay Index, which ranks the 
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200 highest-paid managers, seven failed to get majority backing for their compensation 
plans. 

  

Super contributions triple in June quarter 

The average amount added to super tripled in the June quarter as Australians looked to take 
advantage of the rule changes to contribution limits. 

The SuperConcepts SMSF Investment Patterns Survey, which covers around 2,640 funds, 
indicated that in the June 2017 quarter, the average contribution amount tripled from 
$9,138 to $32,055, with 63 per cent of contributions being made during the last month of 
the quarter. 

SuperConcepts executive manager technical and strategic solutions Phil La Greca said the 
last time contribution levels were this high was almost 10 years ago, in June 2009. 

Back to Title Page 
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About us 
For more than 25 years, Egan Associates has advised leading organisations and emerging enterprises in 

Australia and New Zealand on the remuneration of Board Directors, executives and key staff members, 

as well as performance management, corporate governance and Board effectiveness. 

Our Services include: 

• Remuneration reviews and benchmarking: for CEOs, executives, senior management and 

professional positions, including specialist roles 

• Annual incentive plan structures: advice on performance criteria, target and maximum payment 

levels as well as deferral and clawback provisions 

• Long term incentive plan structures: advice on participation, performance hurdles, equity 

instruments, valuation and allocation, as well as provision of performance monitoring services 

• Corporate transactions / IPOs: assistance transitioning pre-IPO reward arrangements into the listed 

company environment (or any other corporate transformation) considering issues including escrow 

provisions 

• Government pay reviews: assistance at federal, state and local level in administrative, policy and 

corporatised environments on reward for senior executives, professional and administrative staff, and 

governing Boards 

• Board fee reviews: benchmarking Board fee levels, including Chairman and Director retainer fees, 

Committee Chairman and member fees and fees for adhoc engagements. 

• Board effectiveness: assistance with Board documentation. 

John Egan  

John’s early career was with Cullen Egan Dell (now Mercer Human Capital), which 

he chaired from 1983 to 1989, when he formed Egan Associates. John has been an 

advisor to Boards and senior executives on organisation, governance and reward 

issues over many years. He has assisted a significant majority of Australia’s top 200 

companies as well as a myriad of entrepreneurial organisations and government 

entities across a wide range of industries. 

John has been actively involved with Universities, chairing Sydney University’s 

Board of Advice for its Faculty of Economics & Business (2001 – 2010).  John is an Honorary Fellow of the 

University and an Adjunct Professor in the School of Business. 

His personal interests are in cool climate gardens and he served as a Trustee of the Sydney Royal Botanic 

Gardens & Domain Trust from May 2010 to June 2014. 

 

http://eganassociates.com.au/services/#Benchmarking
http://eganassociates.com.au/services/#Incentives
http://eganassociates.com.au/services/#Incentives
http://eganassociates.com.au/services/#Transactions
http://eganassociates.com.au/services/#Government
http://eganassociates.com.au/services/#Boardfees
http://eganassociates.com.au/services/#Governance

