
 

  

What Factors Are Impacting On Remuneration Levels Today? What Are The Likely 
Challenges For This Years’ Remuneration Review? 

As companies consider this year’s remuneration budgets, a number of key economic factors will 
need to be considered.  This article includes a number of issues to be considered in the review 
process for 2011. 
 

In Australia and New Zealand, remuneration 
reviews tend to be undertaken in either April 
or June in the first half of the calendar year or 
in December in the second half. It is important 
therefore to consider what issues companies 
will be taking into account as they move 
through their remuneration review cycle this 
year. 

While there has been much focus on the 
devastating impact of the Queensland and 
Victorian floods over the past couple of 
weeks, remuneration decisions tend to be 
made in the context of longer timeframes, for 
example, what has happened over the last 
year and what is forecast for the one ahead.  
Reference is also typically made to the 
pattern of remuneration movements in the 
previous decade and /or economic cycle for a 
broader perspective on the issue.   

The last decade was characterised by healthy 
corporate profits, the sharing of those with 
executives and staff alike, and the consistent  
payment of large bonuses which in many 
cases led the majority of employees to 
consider their bonus an expected part of the 
reward equation. The shock of the GFC, or 
indeed in the countries of many parent 
companies, the recession, resulted in an 
abrupt end to that pattern – or did it?  
Certainly the GFC rocked the world in terms 
of its impact and its rapid spread.  Jobs were 
lost, company profits plummeted, people’s 
immediate lives changed dramatically. For 

executives they probably received their first 
margin call, had their pay frozen for the first 
time in a decade, they missed out on their 
bonuses and saw the value of their equity 
based remuneration fall significantly.  

But the impact was fairly short lived. As we 
ended 2010, in Australia at least, the sense 
was that business activity was back to 
encouraging levels, the stock market was 
moving again, jobs were being advertised in 
healthy numbers and while consumer 
sentiment was still reserved, pay was back on 
the agenda as a positive rather than negative 
matter. 

The market is widely tipped to move on 
average up to 4% this year and bonuses are 
expected to be back on the table, albeit not 
yet back to the levels of pre 2008. 

As organisations review their budgets for 
2011 pay reviews, a number of factors will 
need to be considered: 

▪ The general state of our economy – a two 
speed economy has developed with the 
recent resources boom and despite the 
impact of the Queensland floods on coal 
mines in that state, the challenges of 
severe labour shortages in some states 
and industries, with softness still in others 
continues to exist.   

▪ The floods in both Queensland and 
Victoria will also place short to medium 
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term pressures on a number of industries 
and job families with increased demand in 
building and construction, building 
services, infrastructure, power, especially 
electrical infrastructure and other 
reconstruction industries.  Agriculture and 
horticulture will have significant product 
shortages in the short term and will need 
to focus on restocking and regrowth 
changing the shift in labour demands in 
those industries for the coming months. 

▪ The impact of the devastating earthquakes 
in Christchurch are still to be fully 
understood, but clearly the emotional and 
economic affects will be widespread in the 
coming months and indeed years for  New 
Zealand. 

▪ Wage inflation is inevitable in many of 
these affected industries.  Already the 
government is relaxing the paper work for 
457 visas to ensure some of the immediate 
skill gaps are met from overseas.  As we 
mentioned in our December newsletter, 
the effects of the crash of Irish banks was 
starting to be felt, now we are seeing a 
flood of skilled Irish workers rushing to 
Australia to get work 

▪ Regional pay issues will only be 
exacerbated by these recent events, as 
the key mining states and those needing 
recovery efforts compete for similar talent. 

▪ Interest rates rises, whilst widely believed 
to be on hold for the coming few months, 
combined with the perceived impact of the 
proposed flood levy, will do little to boost 
consumer confidence and the retail sector 
will continue to experience flat results. 

▪ The impact of the floods on the 
government budget – while a levy has 
been proposed, it still has to pass through 
parliament and regardless of whether it 
does, there will be stresses on other 

government policy. Already there have 
been announcements on the withdrawal of 
a number of green initiatives and the 
reintroduction of the carbon tax debate. 

▪ Balancing all of this is some recent 
economic coverage of the impact of the 
floods on the economy suggesting that it 
has been overestimated and in fact while 
short term food price hikes can be 
expected, the longer term effects will be 
minimal. 

The floods will certainly have their impact 
here in Australia in the short term, but the 
more powerful impact will be the ongoing two 
speed economy which will be pressed even 
harder as the competition for reconstruction 
effort tries to pull workers from west to east, 
from mining to infrastructure and building. 

The reality for those organisations making 
reward budget decisions is that while there 
may be lots of hype right now in the press 
about how the floods will push up prices and 
wages, the impact of large scale events is 
often less than expected.  The GFC was 
heralded as having an enormous long term 
impact on pay design, but in fact the impact 
was quite short lived – one or two pay cycles 
only.  As reported in our December 
newsletter, workers around the globe were 
expecting bonuses again this year and while 
accepting they might be a little smaller than 
those of the mid 1990’s, they were still 
expecting healthy payments to flow through.  
The issue of greater concern for many 
companies will be employee and executive 
expectations and how to manage these as 
short term prices rise but ongoing profit 
figures continue to be patchy. 

 


