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Summary of key points

1 When a customer interacts with a bank that interaction is seen as a
sales opportunity to be exploited ratherthan the chance to meet the
needs of the customer

1 The existing remuneration and work systems are designed trive
behavioursthat place the needs of the institution above the needs of the
customer

1 Itis the systems that are the problem rather than one fon of payment
or commission

1 FSU members do not believe the industry will changsithout
legislation

1 Significant positive changes have occurred, for example FOFA, but do
not apply to thefull range of financial products and services

1 FSU members believe thexisting remuneration systems are causing
the industry harm and are drivingbehavioursthat are generating poor
customer outcomes

1 The existing remuneration systems are having a detrimental impact on
the lives of bank employees

1 FSU poposed changeghat will restore trust and confidence in

z A N £ 0N

List of attachments

1 Attachment A ~FSU member survey

1 Attachment B ~ Executive Remuneration Tables
1 Attachment C~ Leaderboard and League Table

Finance Sector Union Of Australiai Sydney National Office
PO Box A2442, Sydney South 1235 NSW | Street Address: Level 2, 321 Pitt St, Sydney NSW 2000
Tel: 1300 366 378 | Fax: (02) 9320 0094 | ABN 27 843 406 938

OAOOEAA



Submission Chapters

T To [UTot i o] o NPT PPPRP PRI 3
MOtIVALION fOr the FEVIEWL........eiiiiiiiiie et 3
Preparation of the FSU SubMISSIQN...........cooiiiiiiiiii e 3
Acknowledging that some change has happened............cc.cociiiieeiiiiiiiiiiee e, 4
ASSESSMENT OF NAIIL. ....eeiiiiiie e 5
Remuneratbn systems do affeCt OUICOMES.............ooooiiiiii e 6
It is the system that drives the OULCOMIE...........c.iiiiiiiieeeee e 7
League tables and punitive management actiQn.............cccoccicuuuiiriiiimiiieiieieeeeeee e e 8
[T AFFECES YOUN T ....eeeeiee e e e e e 11
Staffing levels undermine customer service and compliance............cccccvvvveevveeeeeennen. 12
Is the scorecard really balanCed?.............ooo oo 13
Summary of FSU SUINVEY RESPONSES.......coceeeeiiii e ee e e e e e e 14
What Needs t0 CRANGE2..........eiiiiiii e e 16
LegisSlative CRANGES. ......cooiuiiiiiiee e e e e e e rr e e e e e 16
Changes to be implemented by EMPIOYEIS.........cooiiiiiiiiiiiiiieeeieeeee e 17
Attachment A FSU MemMDEr SUIVEY.........coooiiiiiiii e e e e 18
Attachment B- 2015 Annual reports for fixed and variable remuneration outcomes for
EXECULIVES. ...ttt ettt e e e e ekttt e e e et ettt e e e e ekttt e a2 e e a bbb e et e e e e e e b bbb e e e e e e e e bbb n e e e e s 23
Attachment CLeaderboard and League Table...........ocouiiiiiiiiiiiiiiiiiiee e 26

FSU Submission &BA Retail Banking Remuneration Review




Introduction

The FSU is a trade union that represents workers in all banks across the country.

The union has a proud tradition of advocating for changes that improve the

standards and professionalism of our industry. Our members wanto provide

NOAT EOU AOOOI i A0 OAOOEAA AT A 1T AAO AAAE AOO
guality products and services.

Motivation for the review

4EA 1"1 80 ETEOEAOEOAnh ET Al i1 EOOEITEIC OEE
wants to ensure that OAAT EO EAOA OEA OECEO AOI 660AR O
right behaviours and their remuneration structures, for people selling products,

Al ECT xEOE AOQOOOI i AO 1T OOAT I AOG 8

We welcome this approach.

Based upon the experience of the FSU and the experieacef individual
members of the union as conveyed to the union through our survey and other
engagements, it is clear that the existing remuneration systems do not meet
these standards.

Preparation of the FSU submission

The FSU welcomes the opportunity to contribute to this inquiry, but believes that
the narrowly cast terms of reference have the potential to prevent the scope of
the inquiry from examining the root causes of poor customer service outcomes.
If this risk eventuates, then the recommendations emanating from the review
will necessarily fall short of the changes needed to restore trust and confidence
ET ! OOOOAI EA8O AAT EET C OUOOAI 8

The inquiry should avoid a product centric approach as products are continually
evolving and market forces regularly bring changes that render product centric
initiatives as historical curiosities.

A narrow interpretation of the terms of reference that limits the review to the

operations of the retail banking sector risks misundersainding the integrated

approach of highly centralised command and control culturesin banking the

remuneration system is a fundamental tool used to drive a culture dominated by

OET 00 OAOI &£ET AT AEAI Ci Al O xEOE A OOEIT A¢
apparent lack of attention to community service obligations that should flow

from the privileged position of being able to provide an essential service on a for

profit basis.

The culture of rewarding volume based sales exists across each institution in all
business units and begins with executive remuneration structures that cascade
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down to each level of management rewarding and prioritising the sale of
products and services to customers, often regardless of the need of the customer.
In fact those remuneraton systems inevitably offer higher rewards for those
who manage the culture and performance of the bank than to those who actually
sell the products.

This submission builds on the numerous submissions and positions published by
the union in respect to remuneration policies that apply across the industry.

In preparing this submission the FSU invited its members to complete a survey
(a copy is attached atAttachment A). The purpose of the survey was to collect

feedback and examples frombank employees regarding the impact of

remuneration systems, management structures and work cultures on their

ability to provide ethical and quality customer service.

In addition to the survey results, the FSU accessed its extensive records and
instituti onal memory regarding the performance and standing of the industry
and the operation of remuneration systems across the industry.

The examples and stories from workers in the industry emanating from the FSU
survey make a compelling body of evidence thathgnes a spotlight on serious
issues that leave parts of the banking industry on the edge of a crisis of
confidence and an erosion of trust that undermines the stability of the banking
system.

This feedback and these examples should be acknowledged asieed insight
into what happens in bank offices and branches each day. The comments must
be read as a part of the desire of bank workers to restore the standing of their
industry.

FSU members believe improving the standing of their industry begins with

rewarding and promoting a professional approach to the provision of quality

banking services and products that meet the genuine banking needs of

AOOOI I AOO OAOEAO OEAT OAxAOAET C ODPOI AGAO b

Acknowledging that some change has happened

The FSU acknowledges that recent years have seen the industry start to move
away from linking volume based sales targets and performance pay for some
staff. This is reflected in new enterprise agreements that break the link between
fixed pay and sales targts for many staff in ANZ, CBA, NAB and the Westpac
Group. It is also reflected in the response to the FOFA reforms.

Both of these reforms are critically important changes that have and will
continue to change the industry for the betterment of both custmers and the
people who work within the industry. But it should be acknowledged that even
these changes have been gradual, limited and a long time coming in the face of
fierce opposition from parts of the industry.
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The FOFA reforms were vehemently opp@sl by parts of the industry, the initial
proposed legislation was substantially watered down and delayed before
implementation as a result of lobbying by the major banks. Even, post
implementation, opposition remained strong from banks who successfully
lobbied the Federal Government in 2015 to make further concessions through
regulations before the Senate disallowed those regulations.

The FOFA reforms sought to remove conflicted remuneration models and
ACCOAOGOGEOAT U Dl AAAA OEAs tieAptinia@icondeddnrd AAOO
relation to providing customers with financial advice and delinking volume

AAOAA OAIT AO 1T &£ OxAAI OE6 DPOT AOAOO A01T 1 DPARAOE
OA&EI Of 6 EAO AAAT T EIiEOAA Au OEA AAT POEIT i
applying to some payments in some circumstances. The FOFA reforms make no

attempt to deal with debt products such as loans and credit cards.

The question the FSU poses is why is it that the above reforms have not been
applied across the industry?

Why isEO OEAO OEA AOOOI i A0O6O AAOO ET OAOAOGO
products and services provided by banks, particularly debt related products?

Why is it appropriate to delink volume based sales targets from the pay for

employees employed under an entgrise agreement but retain the link between

volume based sales targets and fixed pay for non enterprise agreement

Al 1 TUAARAOe 7EU EO EO OEAO Ai1 00 OAEAI AO Al
allows for product based payments for all staff, whether covedd by an

enterprise agreement or not?

The current remuneration and work systems that continue to reward senior

executives and local managers for securing volume based outcomes create a

cascading system that drives behaviours that incentivise and rewarthe pushing

I £ DOl AOGAOO AT A OAOOEAAO OACAOAI AGO 1T &£ ADGO
indicate that bank staff in the front line and their immediate managers are often

eligible for bonuses (driven by product sales volumes) of between zero and

$20,000 per annum but the senior executives who set the sales targets are paid

millions each year. (SeeAttachment B - 2015 Annual reports for fixed and

variable remuneration outcomes for executives).

Assessment of harm

The Australian finarnce industry can be proficient at assessing risk, but too often
the assessment regarding harm occurs in respect to the potential for something
to go wrong in the future. It follows that this potentiality is handled through a
risk management framework that ®eks to balance the probability of the harm
eventuating with the cost of risk avoidance. Banking inevitably involves a degree
of risk and successful banks manage those risks rather than avoid them.
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The ABA said on 21 April in announcing this initiative liat the review would

OAAE OI AOIEA OPiT O AOOOI I AO 1T O0ATI AGe OAO
4EA &35 EAO AAAT O1 AAT A O AOAAOOAET &EOII
AOOOI T AO 1 OOAT i Aos 4EEO EO A &£O01 AAT AT OAT N
answered in designing a remuneration system connected to product based

payments, then it follows that product based payments must be banned

otherwise the industry will be confined to a rear view mirror approach to

failures in the system.

The definition of a poor customer outcome must includeany circumstancewhen
the customer is seen as an opportunity to be exploited.

FSU Member Comment:

O7A AIT180 CAO A OAEAOOAT &I O A
account, so it is common practice to talk customer into two
accounts. Internet banking is also added on whether they want it
or not. | have served customers that did not know they had internet
AATEET ¢ TO AT A@OOA AAAIT O1 0856

The existing remuneration systems that reward product pushing and create

pi OAT OEAI AT 1T £1 EAO xEOE AOOOI T A0OBO AAOGO
reputational harm to the industry and leading to customers viewing interactions

with banks with suspicion. These systems are eroding public trust and
confidence in our banks.

Remunerati on systems do affect outcomes

The FSU has held a consistent view in relation to the impact that remuneration
systems can have on the behaviours exhibited within the industry, this position
has often been incorrectly characterised as nothing more than thenion
endeavouring to entrench its pay claims.

The scandals, debate and processes that ended with the FOFA reforms clearly
recognised the role that remuneration systems have on influencing behaviours

that can lead to poor customer outcomes. Those who dowitgy the roles of

remuneration in driving behaviour and culture fail at the first hurdle when

AOEAAh EZ OEA OAI O1 AOAOGEI 1T OUOOAI AT AOI 60
our banks invest so much into the development and defense of remuneration

systems desgned to do exactly that?

When discussing the role of remuneration in financial system scandals in
Australia, Mr. Chris Cuffe, former CEO of Colonial First State said in April 2016
that, @ulture is hard to measure but easy to feel. You soon learn about their ethics
and standards when you deal with anyone. Culture is the combination of beliefs,
values and attitudes that guide behaviour. In my view, the scandals in financial
advice, life ingrance and rate setting are primarily caused by one thing: the
remuneration structure. Pay someone to behave a certain way and there's a good
chance they wilk 6
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The union is proud of the fact that many of its positions in relation to
remuneration systemsand regulation were adopted within the FOFA reforms.

One element of the final FOFA reforms that is not given sufficient weight is the

OAAI EOAGETT AU <Cci1 OAOT T AT O OEAO AEOAO AITTO
government determined that it was necessaryto establish regulations that

banned specific behaviours and remuneration systems.

The government not only rejected the notion of self regulation but felt that it was
necessary, in addition to banning specific behaviours and remuneration systems, o
tolegiOl AOA O AOOAAI EOE OEA DPOEI AAU 1T & OEA O1F

This response was a result of the assessment of the impact that remuneration

and work systems have on the behaviour of individuals and how those
behaviours OAT A 01 AAEAOI &6 OI OEA OAOOGEIi ¢ OEA O
xEAOA OEAOA EO AT1 &£ EAO AAOxAAT OEA ET OO
customer.

Given these conclusions by government, the union asks why would anyone not
believe the same protetions are required in relation to debt and credit products
and services.

It is axiomatic that the same protections and regulations are required
throughout the full range of financial products and services

4EA OTEITT 60 DI Omy@dert hcadini re€e@rbnbnitoGhd Affécts of
conflicted remuneration systems as well as the evidence uncovered from the
recent inquiries into the provision of financial advice that have determined that
remuneration systems can and do drive negative and even unethidathaviour.

It is the system that drives the outcome

4EA &35860 DI OEOEiIT EO OEAO EO EO 110 1TTA ¢/
and does lead to poor customer outcomes, rather it is the systematic application

of remuneration and work systems that drve employees to sell and/or push

DOl AOAOO AT A OAOOGEAAO 1101 AOOOT T Aooh AT ObP
security should they fail to meet their targets. This sales focus is coupled with the

deliberate understaffing of service based roles and togeér these strategies lead

to poor customer service outcomes.

The FSU has received consistent feedback from bank workers that how they are
treated at work and often whether they retain their employment is dependent
upon their ability to gain referrals, sel the product of the week or rea@h a volume
based sales target.

FSU Submission &BA Retail Banking Remuneration Review




&35 [ Al AAOOGS Aiii AT OO

O040UET ¢ O OAIl A AOAAEO AAOA O A
OAEOOA O1 AT EO AOGO EO AAT AA AAOOEI
O-U - AT ACAO E @reatkring Q® Alac® imé on performance
| AT ACAT AT O &I O AAET C AEETA 11 OAOCA

League tables and punitive management action

Whilst it may be a truism that the higher the amount of commission or payment

you offer a person, the more you can influence their behaviour, this is not the full

O00i ou ET ! OOOOAI EAGO AATEO8 )1 100 AATEO
system are couple with punitive measures to control human behavior. Sales and

sales referral results often determine how you are treated at work or even

whether you retain your employment. This combination is far more persuasive

when it comes to driving behavior than renuneration alone.

This is further emphasised when you examine how most employers define a
successful bank worker in 2016. The bank workers that are most celebrated and
rewarded (both in the form of recognition and monetarily) are those with the
best salesrecords. Most banks have league tables that not only reward top
sellers but are also used to challenge and in some cases embarrass all of those on
the table below first position.

These tables list the names of staff, their sales results and then ranleth against
other employees within their district, state and across the country. The league
tables are displayed in open view on whiteboards or shared electronically
through intranet and email. Often those who are above target are recorded in
green and anyme below target for any reason will have their name and their
results recorded in red at the bottom of the league table.

These league tables are used to name and shame workers who are below target

for sales and sales referrals. Staff are informed thath¢ consequences of
APPAAOCEIT ¢ 11 OEA 1T AAAARAO Ai AOA AO PAOAE OI EI
OAAAEOA A AT1 00 AT A OEAO OEAEO AibpiiuiAilCcd
officially acknowledged is the shaming and embarrassment of being public

branded as urderperforming amongst your peers.

In one iteration used by at least three of the four major banks as well as other

employers these league tables are part of productivity system where they are

Al O AlTT U OEOI AAh O6EOOAIT - Alt kg héirkried " T AOAG
purpose.

There are also league tables that compare the sale outcomes of branches across
the state and country.
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Attached are examples of league tables that operate within the industry and
immediately below are comments from FSU memberabout their use. ( See
Attachment Cz League Tables and Leaderboards

FSU member sé comment s

AMy Gener al Manager sent an emai l s a
branch in the number of accounts opened that has nothtegdo with customers only
where the district ranks against the

il overheard a teleconference that m
and another seller were threatened with performance management if we did not g
particular product by the end of the week (as we were the only two sellers in our re
who had not opened this particular product) and our RGM wanted to gloat ab|
100% participation by his region. o

Al work alongside retailexmpidioygreress,

about the numbers, even though the mantra is to 'put the customer at the centj
everything you do', in reality staff are being named and shamed for not reach
targets, rather than appreciated for the care they take witleir customers and thg
protection of compliance issues and t

AEvery day staff are pushed to get
morning and afternoon meetings espousing the same fierce sales culture (and stoy
us from dong our real work). Analysing individual results during these afternog
meetings can be humiliating for some staff and should be discussed in priv
Comparing everyone's results in front of the group can cause discouragement (g
from the humiliation) instead of the impetus to achieve more. The bank appear
keep Managers that are willing to push this fierce sales culture and have little reg
for the mental wellbeing of their stafd.

The FSU has numerous exampldsom bank workers detailing the requirement

OEAO OEAU 1T £EAO0 A AOOOT I A0 A AOAAEO AAOA (
need or deliver a sales pitch to a customer they have known for years even

OEl OCE OEAU ETTx OEA AOOOIT I AO AT AOT 60 1T AAA

Of further concern is the increasing feedback from bank workers that they feel
required to see each customer as an opportunity to secure a sale or referral.

Bank workers care deeply about their customers and want to provide them with
quality customer savice, The following represents a sample of the feedback
provided by FSU members in respect to their ability to provide quality customer
service outcomes:
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&35 | Ai AAOOGS Aiii Al 60
é)‘ ‘IAI‘EOA E[ /§ OiMAiAi ,c‘)[ >57 AT A E 06 Oopld éadhAiBeaheDddrkd inC
xEAOEAO OEAU xAT O A AOAAEO AAOAS8H6

(We are pushed and pushed to reach targets that are unachievable unless you basically bullying

PDAT PI1 A ET 01 OAUET C UAOS8G

O4EAOA EAO AAAT A AEAT CA O1I 1060 OAIlTAOGI A1 ©@Giol
There has been a massive drive to push the sale of this product and the failure to reach your home
rescue sales targets affects your bonus more than any product. Meaning if you reach targets on

every other product but fail to reach you r home rescue target it may affect your total bonus.

- A1 ACAOO POOE OEA OAIT A T &£ EiiT A OAOGAOA AO AOGAO

0) EAOA EOT AOGOAA 101 AOT OO OEiIi A0 xEAOA AOQOOQI
OEAI AU 0A|Ao OOAEE | xET OA +0) O OAIT U 11 OAIA
AO OEI A0 xAOA 110 AxAOA 1T £E86

O7TEAT x1 OEET ¢ E TwasididXhatA Hatl to ask dvénGsiddle chedit card customer, that
had a pre-approved limit increase offer available, if they would like to increase their credit card
limit, even if during the conversation it was apparent that such an increase would be un suitable
£ O OEAO AOOOT I Ao8o

O0) £ UI O 1TPAT A OOAT OAAOGEIT AAATOT O 1T11ETAR
colleague and | were so disbelieving of this that we did the online opening and discovered that it
does happen. We could not seeanywhere where permission was given by the individual or where
OEA AATE OOAOAA OEAO OEEO x1 Ol A EAPDPAT 86

O$OA OiI OEA I AOO 11 OAOCAOO OIi A T &£ 100 OAII
OAT UIT O xAT O EZOEAO xEOE G A éngitgs dcdddt oOArOl Qeziéw youE |
insurance arrangements? We have to ask these questions even if the customer came into the
branch last week. You sound like a broken record, particularly given the reduced number of
customers we have coming throughT 0O AT T 068 YO EO 110 111U EO
O07A AOA AgbAAOAA OI AAOEOAI U POI OPAAO 1 00 £O0OF
OAOCAOO85

The ability to provide quality customer service outcomes is also dependent upon

how workers are managed. FSU members provided extensive feedback on how

their

i ATACAO8O AAEAOEI OO0 AAT EiIi PAAO OPiI1T OEAEO
service. The folbwing represents a sample of that feedback:

&35 [ Ai AAOOGs AT i1 A1 0O

0) AAIT EAOA OEAO OATEIT O 1T AAAAOOG 00601 A Al ET A A
performing. Only once this behaviour starts to attract attention from others is  disciplinary action
OAEAT 80

manager wants a better bonus so she put

O) OEETE OEA DPOAOOBOOA
S pressu
xEOF OFA AAOGOG 1T & ET OAT OFEI

01 DPAOA&I Ofi EO COAAOI U
ure on me to perform better, even though it is
FI1 1086
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It affects your life

In addition to the impact that remuneration systems have on customer
outcomes, it is clear from the feedback supplied to the union that there is
another cost attributable to the current remuneration systemsg and that is the
health of the people who are forced to meet volume based targets in order to
secure a livable wage or retain their employment.

Over the last 10 years the FSU has dealt with an increasing number of members
who are suffering severe medical issues caused by stress. Timsludes members
who have committed suicide as well as members who have contemplated
suicide.

4EA OTEIT60 COEAOAT AA EATAIEIC OAAI OAO OE

2016, 25% of all cases handled by the union relate to the enforcement of the
sales targetregimes within the major four banks.

AEAOA xAO A OEI A xEAT OEA COAAOAOO OEOE

involved in an armed hold up. A risk that continues to this day but thankfully has
reduced over time.

The greatest risk to the health of a bank warker in 2016 is to be employed in a
position that judges your worth, success and suitability for employment against
arbitrarily established volume based targets, targets that even the industry
AAET T x1I AACAO AOA OOOOAOAE OAOCAOOGS8

Members who completed theFSU survey provided the following insight into
their life as a bank worker;

0) OOEEAO &EOI I OOOAOGO AT A Al gEAOU AT 1 OOAT Ol
able to sleep because of the relentless pressure, the feeling that I'm a failure, an impostor that
will never be good enough.

| count the hours ticking aw ay aware that time is running out and I'll be back at work again.

| can't escape work wherever | am, because | can't stop worrying about it. It feels like it's my
whole life. | work unpaid hours to try and catch up. I'm physically and mentally exhausted so |
have no social life. | can't have a decent conversation with my husband or kids because I'm so
preoccupied by the thoughts and the fears running through my head.

| am the sole breadwinner for my family, if | lose my job we'll be on the street. Everyo ne at work
is stressed, you can tell because they're starting to turn on each other arguing about pointless,
ridiculous things.

| have to be really careful what | say in case it's misinterpreted, but on the other hand if I keep it
to myself someoneelsex EI 1 ET OAODOAO OEAO AO A Ol Ab EI

|

d
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Staffing levels undermine customer service and compliance

Another consistent piece of feedback that the union received is that existing
staffing levels are undermining the ability of staff toprovide quality customer
service.

Inadequate staffing is compounding each of the issues that the union has
identified in this submission, particularly as it relates to poor customer service
outcomes.

Every time a bank chooses to reduce staff or contnud OOOA £FE1T ¢ AOAAU
expose the gap between their rhetoric in relation to customer service and

prudential responsibilities and the reality experienced each day by their

customers and staff.

Inadequate staffing severely limits the ability for staff toundertake required
training and this in turn, can lead to poor customer outcomes.

Even where banks have well considered policies in place aimed at mitigating the

risks associated with their remuneration regimes, inadequate and insufficient

training regularly undermines the successful implementation of these policies.

Much of the anecdotal experiences of FSU members sees what should be core

OOAET ET ch AOOAT OEAI O Cc¢iTA AATEET C DPOAAOE
exercises.

An example of the fedback the union received from its survey with respect to
staffing included:

O# 0001 i AOO AOA AT 1 OOAT OI U EIi PAAOCGAA 11 AU OOAA

O#11 OOAT 601 U CcAO Al i Pl AET OO AAAAOOA Ui & ATl OI A
because you get caus O xEOE | OEAO OEET CcO AT A | AT ACAIl Al
work and then you forget all about the loan funding because you have so much else to remember.
A4EA AT EAT O AAI 1O ¢ AAUO 1 AOAO Al cou AAAAOGK
Al OAO Ul 6O 061 OU AOG O61 xEU EOGBO 11 6 #O61 AAA Oi
OnOAOU AOAT AE ) EAOA AOGAO xi1 OEAA AOG EIT 1T U Al
staffed because the computer says our FTE is fine. It puts a lot more pressureon the staff as you
are trying to do all aspects of your job whilst still servicing the customers walking through the
door usually resulting in staff members staying back an hour or two (without pay) to finish their
work. If this is brought up then upper management claim we are not managing our time
AErEAAOEOATI UBO

O# OAAEO A @b A OFAd aicredit@Bnk -Ghred crddit nianagers for the whole state. If you
need to refer something you are looking at that file sitting in a queue waiting to be looked at.
Whether client is in position to wait that longimpacts 11 EZ AAAl AAET C EAI /
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O) Ai Al xAUO AAEET A xEOE U xi OE AT A xEAI]
Al O O T A OEIA T O Ai 116 AAT A O1 OAI E O1 Al
04 EEO Edaip.BVk aré understaffed and have been since October 2015. We have been
receiving complaints and warnings and breach OHS requirements daily. We have to close

branch £ O 1 01 AEh AO OEAOA AOA 110 ATT OCE 0O¢
customers.o

O7A EAOA A EECE ET &£ 0@ 1 £ AAI 1 O ET thi$ nigéns ihdt ¢
our retention team have to take overflow calls - meaning that it's often taking 10+ minutes
for our cliff -edge customers to come through to the team that's tryin g to retain their
business... Often,these customers are already annoyed about interest rates or something
OEIi El Abh AT A xAEO OEIi A0 EOOO AGAAAOAAOA OE

A regular retort by banks when the emphasis omsecuring sales in performance

i ATACAIi ATO OUOOAI 6 EO AAITAA 1060 EO OEAO

assessed against a balanced scorecard, a scorecard that balances compliance,
customer service and sales when determining the performance of an employee.

7EAT Uil O AgAiETA OEA OAAI AT AAA OAT OAAAOA

appearance that sales are not the determining factor when assessing
performance, however when you speak to an employee about the application of

OEA OAAI AT AAA OAT OAWA @ AW fa@Q< Ritstly the& only ET A&l O

element of the scorecard that is emphasised (usually in an aggressive manner)
by a manager during a meeting is whether sales targets are being meet and
secondly their performance is often assessed against elements thaeamot listed

on the scorecard.

4EA 1 AT COACA OOAA ET OEA OAAI AT AAA OAT OAAA

are valued the most, for example:

O4EEO EO A TAx 1 AOOEA xEAOA Ui &6 AAT AAOI
0. Ax OAOGAT OA AAT 11 x AA AAOT AA xEAT Uil O OA

~ ~ s N oA

0. OAOGAT OA OAOCAO T £ EywE DPAO &4%7TNOAOOAO 8

ONPDAAOAA 1 AGAI O T £ AAGEOGEOUN ETITA 11TAI
from 12)), personal loans (9 per quarter), credit cards (15 per quarter (increased
from 12)), net insurance sales (24 per quarter snOAAOAA £OT I v eQqqQo

The documents also show that when assessing behaviours an employee does not
need to achieve a 100% rating but when it relates to sales they do, for example:

KPI Metric Required Rating
Performance rating Effective or above
Behaviour rating 2 or above
Risk and compliance MET
Banking new revenue target $50,000 per quarter per FTE 100%

Expected levels for home loans top ups, credit cards, hon At or above all 5
loans, personal loans and sticky credits
Wealth new revenue target $10,00@er quarter per FTE 100%
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Expected levels for general and risk insurance combine(
H&C insurance and wealth

At or above all 3

Summary of FSU Survey Responses

The union received 1,298 survey (both via the web and paper) responses
between 11 and 26 AugusR016. The following tables break down the survey
responses received by the union.

Gender breakdown

Breakdown by employment type

Female 71.82%
Male 24.5%
Not specified 3.68%

Full Time 65.97%
Part Time 30.10%
Casual 0.48%
Not specified 3.44%

Breakdown by salary

Amount of bonus

Under $35k 13.25%

$35- $50k 18.57%

$50- $75k 36.13%
$75- $100k 17.57%
Over$100k 8.78%
Not specified 5.7%

0 37.13%
$1- $5k 40.60%
$5 - $20k 10.32%
$20- $50k 3.24%
Over $50k 1%
Not specified 7.7%
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Survey question responses YES NO N/A

Do you agree that product and performance based pay 71% 24% 5%
in the finance sector has undermined public trust in
our industry?

Do you think that the connection between performance 71% 26% 2%
targets and pay impacts thédehaviour of you or your
manager?

Recently the chairmen of the boards of each of the 48% 46% 6%
Australian big banks were quoted as saying that they
believe that performance based payments can lead to
poor customer outcomes. Have you ever witnessed a
poor customer outcome that you think was caused by
performance targets?

Do you believe the targets you have been set for the 26% 72% 2%
current year have been fair and achievable in ordinary
hours?

Have your performance objectives impacted on your 69% 29% 2%
life outside of work?

Do you believe your employer knowingly allows staff 20% 76% 4%
to engage in conduct that might amount to a breach of
ethical standards or responsible lending obligations?

Do you believe your employer consistently acts 55% 41% 4%
according to ethical standards?

When at work have you ever engaged in conduct, or 27% 69% 4%
witnessed conduct that might amount to a breach of
accepted ethical behaviour?

Have you ever beerasked to do something that is not 17% 80% 3%
ethical at work?

Have you ever felt obliged or put in a position where 16% 80% 4%
you felt you had little choice but to engage in conduct,
or turn a blind eye to conduct that might amount to a
breach of the accepted stanakds and practices at
work?

When thinking about performance expectations and 87% 9% 3%
ethical behaviour, do you believe you have a
comprehensive understanding of your responsibilities?

Have you experienced (either personally or observed)| 31% 64% 5%
a time when you believe behaviours contrary to
providing the best service for a customer or contrary
to keeping your workplace safe were exhibited?
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What needs to change?

FSU members car@about their industry, they care about their customers. They

want their industry to be profitable and sustainable. They look forward to a day

xEAT OAITTETC A OOOAT CAO OEAO Ul O xI1 OE A& O
mistrust or disdain.

Australians require a bank account to fully participate in society; in every way
banking is an essential service. The institutions that provide, and derive profits
from, banking services and products have a responsibility to the community.

The world hasrecently seen the consequences of poor regulation in respect to

OEA DPOI OEOETT 1T &£ AOARAAEO8 4EEO OOAI EOOEITT A
the Global Financial Crisis of 2002010 but it is common knowledge that

conflicted remuneration systems inboth North America and Europe played a

significant part in bringing the system to its knees. The industry lost its moral

compass and failed the communities that it served because of its insensitivity to

the needs of the community and a nonchalant disregardr the best interest duty

that true professions owe to clients.

Bank workers are sick and tired of waiting for the industry to change its
behaviours and liveupto OEA DPOT I EOA 1T £ OPOOOETI ¢ OEA AdO
believe that the industry is camble of change through self regulation. Bank

workers have seen their industry transform from one that provided the money

and systems that facilitated the operation of the economy to one where the

corporations that they serve now dominate the economy.

Competitive forces and the demands ofnstitutional investors will continue to
prevent a fundamental realignment of the industry without legislative force.

The development and implementation of the FOFA reforms prove this assertion.

Legislative Changes
Given the above the FSU believes the following changes should be implemented
via changes to legislation and/or federal regulations:

1. That FOFA bans on conflicted remuneration should be expanded to include
the sale of all financial products and eservices.h&y should also be extended
Au OEA OAITOAl 1T &£ OEA OAAI AT AAA OAT OAAAOA

2. All conflicted remuneration should be banned from the industry, including
from executive remuneration systems

3. A best interest test should be imposed that requires all finanal
intermediaries, their employees and agents to:

1 actin the best interests of each customer at all times
9 only provide appropriate products and/or services
1 prioritise the interests the customer

4. Each institution should be required to ensure all employeeand agents who

provide advice, products or services to a customer are certified in relation to
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the best interest test. The same obligation should apply to the managers of
the employees in question.

5. All financial intermediaries should be required to provideapproved annual
training to relevant employees in order to maintain accreditation in relation
to the best interest duties

6. That the onus of compliance sits with the financial intermediary and a
reverse onus should apply to cases of suspected contravention

7. The introduction of new regime of professional qualifications for bank and
financial services workers that includes:

1 Certificate, Diploma and Degree qualifications
1 Portable accreditation of qualifications with standards overseen by a
tripartite body representing industry, government and workers

8. The amendment of the Fair Work Act to facilitate and encourage an industry
wide skills and jobs classification model as a framework for the qualifications
and remuneration system detailed above

The union proposes that legislation and regulations that give effect to the
changes detailed above should be developed through a tripartite process
involving the FSU, the industry and the federal government.

Changes to be implemented by Employers

1. Replace conflicted remmeration systems with remuneration systems that
value skill acquisition and application, positive customer service outcomes
and regulatory compliance

2. Senior Executive remuneration systems should be restructured to remove
any form of conflicted remuneration

3. All remuneration systems should be structured to encourage and reward
i AAOET ¢ OEA AOOOT i A0 OAAOGO ET OAOAOGOGE OAOC

4. All league tables and leader boards should be immediately abolished

5. The current Balanced Scorecards should be abandoned in favour of a new
model that reflects skills and service standards aimed at rebuilding trust and
confidence in the banking and financial services system

6. The abolition of the sales based remuneration systems should not be used to
reduce costs, rather they should redirected toards the implementation of
the skill based remuneration framework

9 September 2016
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Attachment A- FSU Member Survey

OUR JOBS
YOUR FUTURE

It's your pay. Have your say. Fo.l

(
\/ O )
BEHAVIOUR

Now is the time to have your say about pay and culture in banking and finance.
Be part of making change for the better. Complete the survey now.

After years of public anger that damaged the reputation of our industry and a series of crises in banking and insurance that
have led to calls for a Royal Commission into the industry, the Australian Bankers Association has set up an independent review
into product based payments with a view to, “removing or changing them where they could lead to poor customer outcomes"”.

Community and business groups including most of the banks will all make submissions to this important Inquiry. What's at
stake is the chance to change the impact of performance and sales targets driven by a pay system that has led to understaffing,
stress, bullying and conflicts between customer needs and performance targets.

45 TR EE Em o Em O N EE WM W Em WM NN Em Em Em Em oW,

Has the industry lost its “moral compass”?

L ; .}

Does the management culture drive unethical behaviour? 1 “Paysomeone tobehave acertainway
What is the impact on staff and customers? | and there’s a good chance they will. :

+ Isthe pay system at fault for the massive and growing gender pay ¥ hyis Cuffe former Colonial First State Frecutive !
gap in banking, finance and insurance? e e s

The people who work in the industry have the best perspective on what's going on. The FSU has successfully pushed for you to
have a say on these issues. This survey will form the basis of the Union’s submission to the ABA Inquiry on pay.

The survey will run until 26 August 2016. It can be completed online at fsunion.org.au/lts-your-pay-Have-your.aspx or you
can complete this paper survey and either fax it to 1300 307 943 or email it to ourjobsourfuture@fsunion.org.au

While the Independent Inquiry has guaranteed that no names or identifying information will be passed on to banks, the names
of the individual respondents to this survey will be kept confidential if that is your choice. Only selected stories will be collated
and presented to make the case for change through the FSU submission to the Inquiry.

Have your say. Answer the following questions today, get your colleagues to do the same and send your response to
ourjobsourfuture@fsunion.org.au

Authorsed by Geoff Derrick, FSUNatlonal Assistant Seaetary, Aug

P: 1300 366 378 (Mon - Fri, 8am - 6pm EST) | F: 1300 307 943 | W: fsunion.org.au | E: ourjobsourfuture@fsunion.org.au
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: OUR JOBS
It’s your pay. Have your say. POUR FUTURE

ETHICS PRESSURE CULTURE BEHAVIOUR

SECTION ONE: ABOUT YOU

o ; 2. Isyour fixed pay (salary) impacted by other performance or
The names and other identifying information of the individual respondents y ey il y P

productivity payments?

will be kept fronﬁde fifthat is your choice, qu: the stories zhcj’I f:i.re_i‘ O Yes O No
shared may be presented to make the ¢ change through the FSU

submission to the Inquiry. This section is to help us to put your responses 3. Is your variable pay (bonuses) impa(ted by sales or referral
In context. payments?

If you cannot fit your comments in the space provided please Oes O fo

refer to Section 8: Additional Comments on page 5. 4. Isyour variable pay (bonuses) impacted by other performance

| or productivity payments?
Harme J QO Yes Q No
Employer 5. Isyour manager's fixed pay (salary) impacted by sales or
referral payments? =
Workplace & Oes 0 o
Street address 6. Isyour manager's fixed pay (salary) impacted by other
) performance or productivity payments?
Preferred Email \ Oes O o
Mobile Phone ‘ 7. Isyour manager's variable pay (bonuses) impacted by sales
L or referral payments?
OYes O No
Doyouwork: ] Fulltime [ | Parttime [ | Casual
: 8. Isyour manager's variable pay (bonuses) impacted by other
Gender: QO female O Male QO Other performance or productivity payments?
Job Title/Role: Ofes O fo
9. Are you concerned that factors outside of your control will
MeyouaFSU - ol have a detrimental impact on your performance rating this
member: ' yearl ‘ ‘

g O Yes QO No
Approximate [ | <$35k L] $35k- $50k 10. If you answered Yes to Question 9, tell us what those factors
annual salary: O] ssok-$75k [ $75K- $100k are:

> $100k
Approximate Nil - [1$1-95k ] $5k-$20k

annual bonus:
[ ] $20k- 950k | | > $50k

SECTION TWO: ABOUT YOUR PAY AND YOUR
MANAGER'S PAY

1. Isyour fixed pay (salary) impacted by sales or referral
payments? O Yes O No

Page?
P: 1300 366 378 (Mon - Fri, 8am - 6pm EST) | F: 1300 307 943 | W: fsunion.org.au | E: ourjobsourfuture@fsunion.org.au
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It’s your pay. Have your say.

OUR JOBS
v OUR FUTURE

ETHICS PRESSURE CULTURE BEHAVIOUR

SECTION THREE: ABOUT YOUR PERFORMANCE
TARGETS

11. Do you think that the connection hetween performance
targets and pay impacts the behaviour of you or your

manager? O Yes O Mo

12. If you answered Yes to Question 11, tell us how:

13. Do you believe the targets you have been set for the current
year have been fair and achievable in ordinary hours?

QO Yes O No
14. Do you believe your targets take into account your experience,
training, workloads or staffing levels?

Q VYes O No

15. If you answered No to Question 14, tell us in your own words
why you believe this to be the case:

16. Have your performance objectives impacted on your life
outside of work? = =
QO Yes O No

e.g. Do you feel stressed? Poblems sleeping? Do you experience more fights
or argurments at home? Is it causing refationship problems? Do you miss
family activities?

17. If you answered Yes to Question 16, tell us about the impacts:

SECTION FOUR: ABOUT ACTING ETHICALLY

18. Do you helieve your employer consistently acts according to

ethical standards? - -
Q VYes QO No

19. Tell us why you think this is:

20. Have you ever been asked to do something that is not ethical
? . .
at work? O Yes O No

21. Ifyou answered Yes to Question 20, tell us what happened:

22. When at work have you ever engaged in conduct, or witnessed
conduct that might amount to a breach of accepted ethical

hehaviour? Oes O Vo

23. Ifyou answered Yes to question 22, tell us what happened:

24. Do you believe your employer knowingly allows staff to
engage in conduct that might amount to a breach of ethical
standards or responsible lending obligations?

O Yes O No
25. Ifyou answered Yes to Question 24, tell us why you think this
is:

26. Have you ever felt obliged or putin a position where you
felt you had little choice hut to engage in conduct, orturn a
blind eye to conduct that might amount to a breach of the
accepted standards and practices at work?

O Yes O No
e.g. Consumer Credit Code, Code of Banking Practice or responsible lending
obligations

Page 3
P: 1300 366 378 (Mon - Fri, 8am - 6pm EST) | F: 1300 307 943 | W: fsunion.org.au | E: ourjobsourfuture@fsunion.org.au
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