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Newsletter November 2017 
After taking a break in October, the November Newsletter addresses the implications of the 
recent Productivity Commission’s report across a wide spectrum of economic indicators. 
Together with other economic data, this month’s Newsletter highlights interesting market 
conundrums across a broad spectrum of phenomena.  These include both employment and 
debt increasing, savings diminishing, commuting increasing, wage increases in the public 
sector significantly outstripping the private sector and incentive payouts remaining under 
scrutiny.  We have also looked at some of the constructive comment arising from a number 
of sectors on the proposed Banking Executive Accountability Regime and its extension, more 
broadly, across financial services. 
 
Our December Newsletter, the last for the year, will focus on a number of important trends 
and issues, including the question of wages growth and broad market commentary on pay 
relativity including industry, regional and gender differentials. 

  

Law Council of Australia Reviews the BEAR’s Role in Australia 

Submissions to the Senate Economics Legislation Committee 
Inquiry into the Treasury Laws Amendment (Banking Executive 
Accountability and Related Measures) Bill 2017 closed on 1 
November, with the Committee due to report on 24 November. 

 

Productivity and Progress in Australia—Setting the Scene 

Considerable comment has been made in recent months 
regarding low wages growth in Australia and the comparative 
wage setting in many industry sectors and occupations 
compared to wages in other parts of the world. 

 

The Dilemma with Incentive Structures 

An important role for the Board Remuneration Committee is to 
establish clarity with executives and shareholders around the 
primary levers that would support additional remuneration for 
key achievements during a Financial Year. 

 

The Agenda 

The Agenda is the must-read summary of issues influencing 
Boards of Directors and Government. 
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Law Council of Australia Reviews the 
BEAR’s Role in Australia  
 

Submissions to the Senate Economics Legislation Committee Inquiry into the Treasury Laws 
Amendment (Banking Executive Accountability and Related Measures) Bill 2017 closed on 1 
November, with the Committee due to report on 24 November. 

Twenty submissions were received, including submissions from the Australian Shareholders’ 
Association, Westpac, ANZ, Australian Bankers’ Associates, Bank of Queensland, Finance 
Sector Union of Australia, a joint submission by academics at La Trobe and Deakin 
Universities, and Macquarie Group. 

The BEAR first emerged in the UK under the UK Senior Managers and Certification Regime 
(SMR) and the Hong Kong Managers in Charge (MIC), (“Why the New BEAR Rules For Banks 
Need a Rethink”, Australian Financial Review, 18 September 2017). The SMR was introduced 
in 2013 in the aftermath of the Global Financial Crisis. Although the SMR has remained in 
the UK, key stakeholders believe that BEAR should be thoroughly examined to ensure that 
prior laws and regulations in Australia will not overlap with BEAR. 

Many organisations are complaining about BEAR’s regulations, and it remains a contentious 
topic among the banking, superannuation and insurance industries. 

The Business Law Section of Law Council of Australia outlined their concerns pertaining to 
the BEAR in their submission to Treasury on the 23 of August 2017, stating 

“While we support the Government’s desire to ensure that the law imposes high standards 
of accountability and behaviour, the BEAR is unnecessary and should not be introduced”. 

The Law Council stated that they had three concerns with the BEAR, namely policy 
considerations, co-regulatory issues and competition law. 

Policy considerations 

The Law Council stated in relation to policy considerations that they believe that “existing 
legislative tools available to ASIC” are sufficient to meet the underlying intent of the BEAR 
and therefore there is no justification for “the impost of the BEAR”. 

The Law Council asserts also that there is an “overlap between the regimes under the 
Corporations Act 2001” which opens the potential for inconsistency in interpretation and 
enforcement.  The administration of the Act by ASIC and the BEAR by APRA could, according 
to the Law Council, lead to conflict and inconsistencies. 

The Law Council also cited the potential detriment to Shareholders due to the two tiers of 
penalties for large and small Authorised Deposit Taking Institutions (ADIs).  The Law Council 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/BEAR_Bill_2017/Submissions
https://www.lawcouncil.asn.au/resources/submissions/review-of-banking-executive-accountability-regime
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stated that “the penalties proposed are very significant, so as to maximise the deterrent 
effect, by making the maximum penalty a substantial proportion of revenue”.  However, the 
Law Council believes the effect of these penalties would be to essentially punish 
Shareholders for a breach by the regulated body. 

The Law Council believes that in this respect ASIC already has the means of enforcement 
available through the Australian Financial Services Licences provisions of the Corporations 
Act. 

Co-Regulatory Issues 

Law Council concerns relating to Co-Regulatory Issues and the need to ensure that “the 
BEAR is consistent with existing regulatory regimes”.  The Law Council believes this is 
essential to avoid giving rise to a regime that “creates confusion or double jeopardy”. 

In the opinion of the Law Council, “the existing powers conferred upon ASIC under the 
Corporations Act, (including sections 180 and 181 of the Corporations Act) suffice to meet 
the objectives of BEAR if they are 
appropriately enforced”. 

The Law Council asserts that “imposing 
the BEAR does not facilitate better 
enforcement. Rather, it divides and 
therefore weakens regulatory 
responsibility for holding accountable 
persons liable for inappropriate 
conduct” and that “board-rooms and 
senior managers or company officers 
should be held to the same 
competence and conduct standards, whether they be accountable persons or not and in the 
boardroom of or senior officers of an ADI or other company or not”. 

The Law Society outline a number of other co-regulatory issues including inconsistencies in 
accountability requirements between Chapter 7, “Financial Services and Markets” and 
Section 912A, “General Obligations” of the Corporations Act and the BEAR Chapter 5, 
Expectations of ADIs and Accountable Persons under the BEAR.   

The Law Society also outlined concerns regarding the application of BEAR to foreign 
branches and subsidiaries in Australia and the obligations of such entities to comply in the 
first instance with requirements of their offshore parent. 

Competition law 

The third concern outlined by the Law Council in its submission to Treasury are the 
“Competition issues.”  The Law Council is concerned that emanating from BEAR, jobs in 
senior banking management and executive positions will become unappealing, resulting in 

https://static.treasury.gov.au/uploads/sites/1/2017/08/c2017-t200667-BEAR_cp.pdf
https://static.treasury.gov.au/uploads/sites/1/2017/08/c2017-t200667-BEAR_cp.pdf
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senior people with experience in the corporate world becoming less inclined to seek such 
roles in banking, superannuation and insurance. 

Is Government listening to stakeholder concerns?  Well, yes and no. 

No in response to the Bank and their request, among others, to defer the BEAR at least six 
months beyond the commencement date of July 2018 due to the vague implications of 
APRA’s authority. 

Yes, according to Tony Damian of Herbert Smith Freehills (“Banks Win More BEAR 
Concessions But No Extension”, Australian Financial Review, 19 October 2017), who said 
that some important changes to the initial BEAR draft have been made which include 
“amending the definition of ‘accountable person’ to clarify bankers in a subsidiary will only 
be caught if they have control of ‘a significant or substantial part or aspect’ of the 
operations of the group”. 

While these concerns represent the “tip of the iceberg”, it is hoped that the objective of the 
BEAR to improve regulation and boost consumer confidence is achieved. 

Back to Title Page   
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Productivity and Progress in 
Australia—Setting the Scene  

Considerable comment has been made in recent months regarding low wages growth in 
Australia and the comparative wage setting in many industry sectors and occupations 
compared to wages in other parts of the world.  Recent research by the Productivity 
Commission and others highlight varying challenges including the age distribution of the 
nation and its workforce, the relatively high nominal cost of commuting, the level of 
household debt and government debt, and trends in retail spending in parallel with positive 
consumer and business confidence. 

At the time of preparing this report, the All Ordinaries Index on the ASX broke through the 
6,000 barrier for the first time since the Global Financial Crisis, though the rate of increase in 
the value of Australian equities has remained behind many of the global bourses which 
represent the reference point of many commentators. 

With disappointing capital returns compared to emerging markets and global industrialised 
markets with pressure on investment yields, many 
organisations are containing fixed costs by limiting 
annual wage increases. 

In our rapidly changing, technology-driven work 
environment and with the emergence of the work-life 
expectations of millennials, Australian employers 
have been increasingly aware that offshoring an 
expanding proportion of operating and administrative 
activity improves their bottom line. 

There are many countries where wage costs are significantly lower than Australia and terms 
of employment do not mandate four weeks’ annual leave, ten days’ sick and compassionate 
leave and between eight and ten days’ public holidays.  Nor do these other countries limit 
the “reasonable” working week to 37.5 hours. 

Reality for your average Australian employer bites further when they require one additional 
employee for every seven permanent staff to cover absences due to annual holidays, sick 
and carer’s leave and public holidays compared with many offshore environments where 
the offset is closer to one in fifteen and the hourly cost substantially less without penalty 
rates. 

In parallel, shareholders are also becoming more active in commenting on the level of 
incentives paid to senior executives.  Comment is generally heightened where profit 
improvement has not met expectations and where company reputation in relation to 
engagement with customers and responsiveness to the environment and occupational 
health and safety is sub-optimal by global standards. 
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Tax payers and commentators are also observing both operational and policy challenges in 
the government sector.  Focus is primarily on unexpected cost increases on a number of 
infrastructure projects, with industries and many households being adversely impacted by 
an unexpected rate of growth in energy costs. 

In this setting governments, industry and the general public remain challenged.  There is a 
heightened awareness of the need to find ways to improve the job security and standard of 
living of the Australian workforce through focussed and relevant education with on the job 
training and upskilling.  Constituents and industry expect governments to plan more 
effectively over longer term horizons and manage their expenditure.  This must be 
undertaken with the same rigour and return focus as the most successful enterprises 
operating in Australia, across the spectrum of locally owned and international corporations 
which operate in partnership with both government and local businesses. 

As in all economies, productivity in Australia is a key determinant of prosperity and 
economic security. The anticipated Australian Productivity Commission’s Inquiry Report No. 
84 entitled, “Shifting the Dial: 5 Year Productivity Review” (“the Review”), published on 3 
August this year goes towards clarifying many of the economic changes that have been 
influencing productivity in Australia over the last five years. 

  

Productivity and Technology 

The Review refers to a slowdown in productivity consistent with continuous technological 
change. For many Australian businesses, adapting from the twentieth to the twenty-first 
century has proved difficult.  

The Report considers the observations of Brynjolfsson and McAfee in their book, The Second 
Machine Age, in relation to large companies, citing Kodak as an example of a failure to adapt 
their products, specifically, a failure to compete with digital technologies.  This failure 
resulted in the Kodak Corporation filing for Chapter 11 bankruptcy protection.  At its peak in 
1996, Kodak employed 145,000 and held billions of dollars in assets globally. Meanwhile, 
and in stark contrast to Kodak’s inertia, Instagram launched in 2010, quickly grew to a staff 
of fewer than 20 people, and was acquired by Facebook for $1 billion just fifteen months 
after its founding. 

  

Productivity and the Impact of Commuting 

Although the average duration of the daily one-way commute in Australia is 29 minutes, a 
quarter of commuters, more than 2 million people, travel for 45 minutes one way each day 
according to a Department of Infrastructure and Regional Development Research 
Report.  The Department considers a one-way commute of 45 minutes or more to be 
“lengthy” and is the average one-way commute for workers residing in built up areas in 
Sydney, Melbourne, Brisbane, Perth and Adelaide.  Lengthy commutes have an obvious 

http://www.pc.gov.au/inquiries/completed/productivity-review/report/productivity-review.pdf
http://www.pc.gov.au/inquiries/completed/productivity-review/report/productivity-review.pdf
https://www.forbes.com/sites/tendayiviki/2017/01/19/on-the-fifth-anniversary-of-kodaks-bankruptcy-how-can-large-companies-sustain-innovation/#4a15cf446280
http://www.dailymail.co.uk/news/article-2127343/Facebook-buys-Instagram-13-employees-share-100m-CEO-Kevin-Systrom-set-make-400m.html
http://www.dailymail.co.uk/news/article-2127343/Facebook-buys-Instagram-13-employees-share-100m-CEO-Kevin-Systrom-set-make-400m.html
https://bitre.gov.au/publications/2016/files/rr_144.pdf
https://bitre.gov.au/publications/2016/files/rr_144.pdf
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impact on productivity, even taking into account the scope for workers to engage remotely 
with their workplace while commuting on, for example, public transport.  The report reveals 
that lengthy commutes can also impact job satisfaction and, consequently workplace 
attendance and productivity. 

  

Productivity and Housing 

The high cost of housing in Australia is recognised not only locally, but also internationally, 
as nothing short of extraordinary. 

According to the Australian Bureau of Statistics’, ”Housing and Occupancy Costs, 2015-16”, 
on average households continued to spend 14% of their gross weekly income on housing 
costs in 2015, unchanged since 2009-10.  The proportion of gross weekly income that home 
owners with a mortgage spent on housing costs remained stable at 16% in 2015-16 while 
renters continued to spend 20% of their gross income on housing costs for the same period. 

Household incomes vary between the most populated cities of Sydney, Melbourne, and 
Brisbane.  According to the ABS Census in 2016 data, “Sydney’s median weekly household 
income was $1,750, the median monthly mortgage repayment was $2,167, and the median 
weekly rent was $440.” 

Analysis by the Herald Sun of ABS Census 2016 data indicates that Melbourne showed 
slightly lower costs for housing. Melbourne’s “median weekly household income was 
$1,542, the median monthly mortgage repayments were $1,800, and the median weekly 
rent was $350.” 

The cost of housing in Brisbane was slightly more than Melbourne, with Brisbane’s median 
weekly household income at $1,562, median monthly mortgage repayments at $1,861 and 
median weekly rent at $355. 

  

Productivity and Economic Growth 

Economic growth in Australia continues its positive trend. Having entered its 26th year of 
continual economic growth, Australia is positioned as the world’s thirteenth largest 
economy and enjoys a AAA rating by three global agencies. 

The Australian Trade and Investment Commission (“Austrade”) noted that Australia’s 
economic growth has outperformed its peers for the last two decades, with the likelihood of 
this trend continuing.  Further, we note that IMF forecasts released in October 2016 predict 
Australia’s annual real GDP growth at 2.9% between 2017 and 2021. 

According to Austrade, Australia is ranked thirteenth among the world’s twenty largest 
economies in 2017, with the USA, China and Japan in the top three, and that Australia’s 

http://www.abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/4130.0~2015-16~Main%20Features~Key%20Findings~1
http://www.censusdata.abs.gov.au/census_services/getproduct/census/2016/quickstat/1GSYD?opendocument
https://www.realestate.com.au/news/census-2016-data-finds-fewer-homeowners-more-renters-in-melbourne/
http://www.censusdata.abs.gov.au/census_services/getproduct/census/2016/quickstat/3GBRI?opendocument
https://www.austrade.gov.au/International/Invest/Why-Australia/Growth
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nominal GDP is “estimated at $1.7 trillion and accounts for 1.7 per cent of the global 
economy”. 

  

Productivity and Household Debt 

Household debt in Australia is another influence that affects productivity.  ABS data 
contained in its Household Income, Wealth and Expenditure Survey shows that the average 
amount of debt has almost doubled in the past 12 years — from $94,100 in 2003-04 to 
$168,600 in 2015-16, with most of this being accounted for by property debt. 

The ABS used these figures to assert that around three in ten households, or 29%, were 
classified as “over-indebted”. 

In examining the debt level profile of Australian households, the ABS applied two measures 
based on definitions used by the OECD, 

• debt-to-income ratio, where over-indebted households had debt three or more 
times their annual disposable income; and 

• debt-to-asset ratio, where over-indebted households had debt equal to 75% or more 
of the value of assets. 

The ABS found that debt growth outpaced growth of incomes and assets in 2015-16 
resulting in the proportion of households who are over-indebted rising from 21% in 2003-04 
to 29% in 2015-16. 

Additionally, the ABS found that high income households were more likely to be over-
indebted. One quarter of the households in the top income quintile were over-indebted 
compared to one-in six (16%) low income households (in the bottom 20%). 

Sydney and Melbourne had the highest number of over-indebted households. 

The ABS concluded that over-indebted households in “Sydney were 407,000, while 
Melbourne had reached 419,600.” 

  

Productivity and Consumer Confidence 

Australian economic conditions are determined through retail spending and consumer 
confidence. 

Retail Spending – In  “Australian Consumer Spending”, Trading Economies observed the 
growth of retail spending in Australia and noted that consumer spending in Australia had 
“increased to $243,348 million in the second quarter of 2017 from $241,693 million in the 
first quarter of 2017”. 

https://www.austrade.gov.au/International/Invest/Why-Australia/Growth
https://www.austrade.gov.au/International/Invest/Why-Australia/Growth
http://abs.gov.au/household-income
http://www.news.com.au/finance/money/budgeting/abs-research-reveals-household-debt-has-doubled-over-12-years/news-story/43f29dc69102cf86ef2184bbdf78b244
http://www.news.com.au/finance/money/budgeting/abs-research-reveals-household-debt-has-doubled-over-12-years/news-story/43f29dc69102cf86ef2184bbdf78b244
http://www.news.com.au/finance/money/budgeting/abs-research-reveals-household-debt-has-doubled-over-12-years/news-story/43f29dc69102cf86ef2184bbdf78b244
http://abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
http://abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
http://www.abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
http://www.abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
http://abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
http://abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
http://abs.gov.au/ausstats/abs@.nsf/Lookup/by%20Subject/6523.0~2015-16~Feature%20Article~Household%20Debt%20and%20Over-indebtedness%20(Feature%20Article)~101
https://tradingeconomics.com/australia/consumer-spending
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The ABS also discussed changes in retail spending in Australia in its Retail Trade Report, 
indicating that retail turnover was relatively unchanged in September 2017. 

In relation to retail spending, consumer confidence is another influence on productivity in 
Australia. 

Consumer Confidence – Indicators in October were that consumer positivity was 
outweighing negativity in terms of consumer spending. Research by Trading Economics, in 
“Consumer Confidence” showed that the, “Westpac-Melbourne Institute Consumer 
Sentiment Index in Australia rose 3.6% to 101.35”, suggesting that consumer optimism 
increased in response to the market since November 2016. 

Consistent with these figures, Bill Evans, Westpac’s Chief Economist stated that, “consistent 
reports of an improving global economy may have been a factor behind this lift in 
confidence.” 

Unfortunately, the lift was not sustained.  In recent days, Trading Economics’ Australian 
Consumer Confidence analysis showed that the Westpac-Melbourne Institute Consumer 
Sentiment Index for Australia “declined 1.7 percent month-on-month to 99.7 in November 
2017 as pessimists again outnumber optimists after a short-lived climb.” 

 

. 

Back to Title Page 

  

http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/8501.0Main%20Features1Sep%202017?opendocument&tabname=Summary&prodno=8501.0&issue=Sep%202017&num=&view=
https://www.macrobusiness.com.au/2017/10/dark-side-consumer-sentiment/
https://www.macrobusiness.com.au/2017/10/dark-side-consumer-sentiment/
https://www.macrobusiness.com.au/2017/10/dark-side-consumer-sentiment/
https://tradingeconomics.com/australia/consumer-confidence
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The Dilemma with Incentive Structures  

An important role for the Board Remuneration Committee is to establish clarity with 
executives and shareholders around the primary levers that would support additional 
remuneration for key achievements during a Financial Year. 

What has emerged in recent years are concerns expressed by shareholders around the level 
of annual incentive payments, the performance criteria supporting incentives, whether 
incentives should be paid for meeting the basic job requirements including achieving the 
annual budget or plan, and whether incentives should only arise from year-on-year relative 
improvement in alignment with the relevant market sectors. 

Further core issues which have contributed to less than positive feedback from shareholders 
include paying incentives for what they believe represent the core accountabilities of an 
organisation’s leadership team.  Reflective of these issues would be the payment of 
incentives for meeting an organisation’s safety policy, the payment of incentives for 
achieving improvement in employee engagement, the payment of incentives for 
maintaining a positive engagement with customers and/or improving unsatisfactory 
engagement or an unsatisfactory safety policy and, consequently, high insurance premiums.  

Shareholders have also increasingly commented on incentives 
being paid for year-on-year improvement which has been 
driven by the market and while a company has improved its 
revenue and its profitability, it has not increased its market 
share and has performed below the median in relation to 
profit improvement or revenue growth in a sector. 

In this latter context, shareholders have also commented on the Board’s use of discretion in 
paying incentives to a leadership team for an annual performance which was below the 
prior year, the plan and the budget, though when compared to peers reflected effective 
stewardship of the organisation, that is, relative performance in relation to revenue, profit 
or other measures which protect dividends and share price, management have 
outperformed peers.  

This issue has arisen increasingly in relation to equity-based long-term incentives where 
performance or share rights have replaced options and while management has 
outperformed the market, the company’s share price is below the market price at the time 
share rights or performance rights were issued to management.  That is, the company’s 
relative as distinct from absolute performance has been sound though shareholders’ 
welfare has not improved. 

Many organisations have also over the past decade introduced a balanced scorecard as 
distinct from a series of, say, three to six key performance objectives.  In a number of 
balanced scorecards, equal weighting has been applied to financial metrics, leadership 
metrics, the implementation of strategy, employee engagement and a measure of customer 
satisfaction, with other factors being strongly aligned to industry/sector influences.  In this 
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context, workplace safety and the environment have featured prominently in a number of 
resources and industrial companies. 

Notwithstanding these observations which challenge the forensic engagement of 
Remuneration Committees as distinct from management delivering a program for 
endorsement, Boards will often use the annual incentive, and occasionally the long-term 
incentive, to ensure that management focus on areas where performance is sub-
optimal.  This will often include managing the relationship with the customer more 
effectively, placing near-term emphasis on the management of workplace safety and the 
environment or focusing on critical transformation initiatives. 

Egan Associates believe this core area of reward variability necessitates, in many instances, 
more engagement and discussion at Board level than many companies have applied.  Our 
feedback from Boards and observing comments by proxy advisers and shareholders reveal 
that many organisations are paying significant incentives to well-paid executives for doing 
their job, rather than enhancing the company’s value and increasing returns to 
shareholders. 

The increasing emphasis of our client work in an era of modest adjustments to fixed 
remuneration has been on both annual and long term incentive programs.  This is reflective 
of the increasing involvement of Non-Executive Directors in more closely managing at risk 
variable reward and ensuring it is aligned to year-on-year improvement in the company’s 
performance and shareholder returns, while having a parallel focus on sustainability. 

Back to Title Page 
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The Agenda 

 
 

 

 Jobless Rate is the Lowest in Almost Five Years 

Since 1994, following the recession conditions of the early 90’s, there has been progressive 
growth in the size of the Australian employment market.  Data released on 16 November 
2017 by the Australian Bureau of Statistics (ABS) reveals that the jobless rate in October has 
dropped to a five year low. 

Australia’s official unemployment rate declined to 5.4 per cent - the lowest since February 
2013 - from 5.5 per cent in September. 

The Chief Economist for the ABS, Bruce Hockman, 
said, “full-time employment has now increased by 
around 289,000 persons since October 2016, and 
makes up the majority of the 347,000 person net 
increase in employment over the period”. 

Hockman observed that the States with the strongest annual growth in employment were 
Queensland (4.6 per cent), ACT (3.1 per cent), Tasmania (3.0 per cent) and Victoria (2.8 per 
cent). 

We note, from a variety of commentators, that the decline in the unemployment level and 
the rise in employment is aligned with improving business investment intentions and higher 
business confidence. 

  

Commonwealth Bank Enforces Procedures to Avoid “Second Strike” 
- and Succeeds! 

Shareholders will recall their response at the 2016 Commonwealth Bank AGM to the Bank’s 
Remuneration Report.  Unprecedented since the inception of the “two strikes” law in 2011, 
the Commonwealth Bank received its “first strike” from Shareholders following, in part, an 
attempt by the Bank to link CEO Ian Narev’s long-term bonus to new perceived “soft 
targets”.  

http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6202.0Main%20Features1Oct%202017?opendocument&tabname=Summary&prodno=6202.0&issue=Oct%202017&num=&view=
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6202.0Media%20Release1Oct%202017?opendocument&tabname=Summary&prodno=6202.0&issue=Oct%202017&num=&view=
http://www.smh.com.au/business/agm-season/what-is-the-twostrikes-rule-20121008-278us.html
http://www.afr.com/business/banking-and-finance/financial-services/cba-tightens-bonus-structure-ahead-of-agm-20170929-gyrlec
https://eganassociates.com.au/non-financial-sti-performance-measures-avoiding-shareholder-voting-backlash/
https://eganassociates.com.au/non-financial-sti-performance-measures-avoiding-shareholder-voting-backlash/
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CBA Board undertook a process of consultation 
with stakeholders over the ensuing months since 
last year’s AGM.  According to Ms Catherine 
Livingstone, the current Chairman of CBA, the 
Board undertook “a comprehensive review of the 
executive remuneration strategy, governance and 
framework”. 

In the 2017 Notice of AGM, Ms Livingstone stated 
that the Bank had “sought to provide greater 

transparency in our remuneration framework, reporting, measures and progress against 
targets.  The changes also support our business strategy and ensure shareholder alignment”. 

The CBA’s hard work was rewarded at the 2017 AGM with more than 90 percent of votes 
supporting the Bank’s most recent remuneration report. 

  

UK Companies are Losing Employee Talent  

Research from Willis Towers Watson reveals that UK companies are going against best 
practice by delivering remuneration programs that don’t differentiate pay sufficiently for 
top performers. 

Willis Tower Watson's Global Workforce Study found that only 37% of workers in the UK 
have found that their pay and performance level match up appropriately and only 40% of 
employees believe that their managers provide fair payment for their performance. 

Willis Tower Watson stated that pay will always be a key weapon in the war for talent. 

Many UK high-performing employees may turn their sights to opportunities in Europe to 
secure more competitive base pay and bonuses which recognise their contribution and 
value. 

   

Businesses Need to Prepare for Industry 4.0 or Lose 3.5 Million Jobs  

There is growing fear that 3.5 million Australian jobs will be threatened by the digitisation of 
the manufacturing sector if businesses do not mobilise to upskill existing workers and train 
the next generation of workers to be ready for the jobs of the future. 

Former Pacific Brands Chief Executive John Pollaers, 
a member of the Prime Minister’s Industry 4.0 
Taskforce, stated that these job losses could occur 
within the next fifteen years.  

https://www.willistowerswatson.com/en/press/2017/10/EU-rivals-upper-hand-by-failing-to-reward-top-performing-staff
http://www.afr.com/leadership/innovation/fifteen-years-to-transform-35-million-jobs-and-train-up-workers-pollaers-20170918-gyjq8u
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In a similar vein, Adrian Turner, CEO of Data61, said that to prepare for Industry 4.0 involved 
a strong focus on the growth of companies, and that current economic conditions favour 
“not the first to market, but the first to scale”.   Turner cited the example of Myspace, which 
he described as “a footnote in history” compared with Facebook as an example of success 
through speed in response to change. 

  

Wages Remain Contained  

The seasonally adjusted Wage Price Index (WPI) rose 0.5% in the September quarter and 2% 
over the year, according to recent statistics released by the Australian Bureau of Statistics. 

The seasonally adjusted WPI has recorded quarterly wages growth in the range of 0.4% to 
0.6% for the last 13 quarters (from the June quarter 
2014).  

Higher wages growth in the September quarter was 
driven by Enterprise Agreement increases introduced 
at the end of the 2017 Financial Year, together with 
the flow-on effect of the Fair Work Commission’s 
Annual Minimum Wage Review. 

Seasonally adjusted private sector wages rose by 1.9% 
and public sector wages by 2.4% through the year to 

September 2017.  Wage increases were variable with the mining sector recording a 1.2% 
uplift compared to healthcare and social assistance and the arts and recreation services at 
2.7%. 

On a regional basis, Western Australia recorded the lowest wage growth of 1.3% while 
Victoria, Queensland and Tasmania each achieved a 2.2% growth.  Public sector wage 
growth outstripped the private sector in all regions other than the Northern Territory and 
the ACT.  In the above context, the WPI over the past 12 months outstripped the Consumer 
Price Index which stood at 1.8% nationally. 

 

 
 

Back to Title Page 

https://www.cio.com.au/article/592473/data61-ceo-wants-create-global-r-d-hub/
http://www.afr.com/leadership/innovation/fifteen-years-to-transform-35-million-jobs-and-train-up-workers-pollaers-20170918-gyjq8u
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6345.0Media%20Release1Sep%202017?opendocument&tabname=Summary&prodno=6345.0&issue=Sep%202017&num=&view=
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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
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http://eganassociates.com.au/services/#Incentives
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