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As you may know, I’ve run for a lot of boards. I must be Australia’s most unsuccessful candidate but I don’t run to win – rather to put pressure on a situation and effect change. 

I got into this game because I felt there wasn’t a culture of shareholder pressure in Australia. Although companies were operating poorly and losing a lot of money, directors weren’t being voted out because the mums and dads who went to the AGMs were just too polite. One of my favourite tilts was for a seat on the David Jones board, when I attempted to get for all shareholders the same shopping discount that directors get. I’ve run for Telstra three times. I’ve also failed politically four times, but I was very pleased when last year my wife – a family law barrister – was elected to the board of Australia’s richest mutual, the RACV. I’d run twice and failed, but she went up against five men aged in their sixties and won. 

Over the years I’ve been fascinated with the question of how Australian companies perform internationally. On Crikey.com I run lists of companies that have more than $200 million in offshore revenue a year, and at the moment I can only come up with 69 of them. It’s improved in recent years courtesy of Macquarie Bank and its various vehicles, and doesn’t include many of the mining companies or AWB, but those on the list are genuinely successful at taking their business offshore.

There are really only a few Australian brands that are well-known internationally, such as Qantas, Fosters and Billabong, so why is it that Australian companies can’t do better? The focus in corporate Australia has always been too much on government protection and performing well in the services sector. There are certainly some success stories, but I’ve come up with a couple of hundred foreign companies in Australia with revenue of more than $200 million a year, and there are probably a hundred more because it’s not a very visible sector here.

There’s a crazy kind of ‘resource nationalism’ occurring around the world at the moment where people are running around buying back their assets, but we’ve been very constrained in this regard, which is surprising given that 80 per cent of our major resource projects are foreign-owned. We should be a resources powerhouse but we don’t have a global oil or gold company. Imagine if we had companies equivalent to a BP or a Vodafone. It’s amazing that as such a tourist mecca, we don’t have an internationally recognised hotel brand. Australia is the world’s biggest island but we don’t have an international shipping company. CSL has turned pharmaceuticals around over the last few years, but they started as a government-supported monopoly and they could use that power to leverage themselves into an international position. We’ve created a number of domestic market champions, but they haven’t gone in on the way Computershare has to parlay a dominant position in international markets. 

The lack of shareholder pressure has been one contributing factor to this. For ten years I’ve attended the AGMs of public companies such as BHP and wondered how the directors survived. Even now the directors’ club system in Australia allows people to be forgiven too many times, and there isn’t the accountability mechanism there should be because the gene pool is shallow and we haven’t produced the great leadership we need. Things have turned around somewhat over the last few years, but we’ve squandered our dowry as a nation.

I don’t think there’s a culture of entrepreneurial spirit in Australia, partly because of excessive government and union power. Americans are often proud of their first bankruptcy because it shows that at least they’ve had a go. Why can’t we produce great multinational companies when our individuals can themselves rise to the top of multinational companies? In the early 2000s, the number of iconic global companies being run by Australians peaked, and the list shows we’re still punching well above our weight in this regard. Australia is incredibly eclectic so there’s no concern about the massive scale of foreign investment here, but it’s equally amazing that we’re the only country in the world whose five biggest companies (BHP, Telstra, NAB, ANZ and the Commonwealth Bank) have foreign CEOs. This is not as pronounced further down the top 100, where only 14 CEOs are foreigners. You’d never see this phenomenon in Japan of Germany, partly because of language barriers, but I don‘t think it’s necessarily a bad thing. 

On stakeholders

Times are changing, and the private equity takeover of Texas power producer TXU was a huge part of the whole debate. Two of the world’s largest private equity firms, advised by Goldman Sachs, have bought TXU for $55 billion. They’ve said they’re firing the CEO and will support all local legislative measures on renewable energies, including not building eight proposed new coal-fired power plants, and will cut their prices by 10 per cent and embrace renewables. Goldman Sachs has been a huge player in the environmental movement, and I think the issue of climate change will continue to be the single biggest external stakeholder factor we’ll all have to deal with.

The British are leading the way in climate change, committing to a 60 per cent reduction in their greenhouse emissions by 2050. Marks and Spencer has committed to be carbon-neutral within five years and James Murdoch has set BSkyB to be carbon-neutral and is putting money into a Bulgarian hydroelectric plant and a New Zealand wind farm to buy carbon offsets for this purpose. 

The Carbon Disclosure Project (www.cdproject.net) is backed by an international group of investors who represent the US investment community, who are probably now more important than government in driving climate change. They’re saying there are risks of damage to business and they want to know all about it. We’re into the fourth year of the project, which works around a questionnaire that goes out to the world’s 2,800 biggest companies, asking them about their carbon emissions. Last year it came to Australia, and 44 of the top 100 companies responded, and there’s an indication that this year more will participate. Even a company like Walmart – probably the most complained-about on the planet – has embraced the whole climate change issue because its CEO was shocked by what environmentalists were saying to him, and has announced they’ll cut their emissions by 20 per cent by 2010 and power all their stores using 100 per cent renewables. 

Our grocery duopoly hasn’t shown particular leadership in this area of climate change. I ran for the Woolworths board in 2006 on the stakeholder issue of poker machines, which cause a lot of misery as Australians gamble more per capita than any other country in the world. Few people realise the extent of Woolworths’ gaming interests and my position was that the company had to engage with its stakeholder groups and show it’s doing something proactive on problem gambling. 

I find it strange that there is still no visible, powerful consumer movement in Australia. We have the most lucrative bank cartel in the world but no group that really campaigns against it, as there is in the US, where there are class actions from consumer groups and massive payouts for illegal penalty fees. In Australia we have something of a ‘go to the beach’ culture, and there only two really powerful groups – the Green movement and the unions. They are the only groups that get organised to go to AGMs and ask questions. Their power comes from their respective attachment to political parties, which leaves consumers nowhere to be seen. We have highly concentrated corporate power in different industries in this country, and consumers just don’t get a hearing. 

The buzz term ‘corporate social responsibility’ is now becoming more about environmental, social and corporate governance (ESG), as the debate moves away from straight corporate governance to embracing these other principles. This is playing out in Australia in the ASX reworking its corporate governance principles, which were first developed as an alternative to legislation following the corporate collapses of 2001. They were focused on independence and disclosure, so now the debate is around how much further they should go into environmental and social issues. The ASX is currently taking submissions, and investment groups and councils are arguing very strongly in favour of some discussion in annual reports abut sustainability and risk. The investment community is saying that companies should identify their five biggest sustainability risks so that they can judge what sort of overall risk they’re carrying.

The UK is leading the way, having instilled into its corporations law that directors must take account of stakeholders and sustainability issues, although it doesn’t prescribe how this is to be done. In contrast, the South Africans have gone for mandatory reporting of sustainability issues. The whole debate in Australia at the moment is that voluntary reporting isn’t working very well, with only about 20 out of the top 100 companies producing separate sustainability reports, and that the ASX needs to prod the listed sector into action. We’ll probably see an “if not, why not” regime similar to what we have in respect to governance. 

Company directors have come down on the side of not changing the current system, and we’ve had two government reports in the last year recommending that the law not be changed, but they’ve contained some interesting debates. The Opposition Leader, Kevin Rudd, hasn’t really enunciated a position, but what happened to him recently is a good example of the reputational damage that can be done, in this case in the form of disgraced WA leader, Brian Burke. I think we’re going down the right path, and that from the perspective of multinationals in Australia, the most important issue is at the supplier level, where they’ll increasingly want to know what you’re doing about sustainability and CSR, and your approach to issues such as employee relations.

Some reflections

As a shareholder activist, I’d say that you don’t have to win to change things. Back in 2000, radio commentators Alan Jones and John Laws were running a racket where they took six-figure sums from major Australian companies in return for not criticising them. I stated that I would run for the board of any company doing “cash for comment” until they stopped, and Qantas, ING, CBA and Optus all cancelled their contracts rather than have someone like me turn up at their AGMs.

I nominated for the Telstra board in 2000 on a platform which said that Steve Vizard had massive conflicts and should go, and nine days later he resigned rather than face a contested election that would be publicly debated. I turned up at the IAG AGM in 2001 and asked why they were still in reinsurance when they were losing so much money, and one of their senior executives told me last year that as a result of the subsequent publicity, they got out of reinsurance. Six months later the terrorist attacks of September 11 happened and they calculated that their decision saved them some $300 million. I asked the chairman of Gunns why he was the only executive chairman in the country who didn’t submit himself to an election every three years. I told him that I’d run for his board every year until he did, and the next year he put himself up.

This year I’ll be calling an extraordinary general meeting (EGM) for Telstra. Last year Geoff Cousins was imposed on the Telstra board by the Federal Government, voted on just two weeks before the Government’s holding reduced from 52 to 17 per cent – even though 90 per cent of the institutions and the board itself voted against him. I wasn’t far behind Geoff in terms of votes, so now that the Government has sold down, if I call an EGM proposing to challenge him, I think it will get up because the institutions will back me. 

I also plan to go to New York in October because New Corporation Chairman Rupert Murdoch hasn’t been elected for 40 years and can’t delay it anymore, and I’m gong to put myself up against him.

DISCUSSION

What would you do if you actually got onto one of these boards?

My wife has a reasonable package to be one of 15 directors of a mutual. Because of her position, I’ve had to sell my IAG shares, and I won’t be harassing the chairman at any of the other company meetings of which he’s a part. If I ever got elected to a board, I’d negotiate a fairly swift departure after my points had been dealt with because it would hamper my other activities too much to stay on.

What keeps you going?

I enjoy making what are sometimes uncomfortable disclosures about people and institutions that are in the public interest. I worked for former Victorian Premier Jeff Kennett for 18 months and saw some of the unhealthy aspects of politics from the inside, and as a journalist, I’ve seen the power that’s vested in a small handful of media moguls. When I worked for The Telegraph, I could go to every AGM, and I love the freedom of being able to say what I really think rather than having to adopt the position of a politician or a media outlet. I believe there is a real public benefit in attempting to disburse power in Australia, and my philosophy is that the more information we get into the public arena, the better off everyone is. 

How much of a wedge do you think Crikey.com creates?

It’s become better and more powerful every year it’s existed. I sold it two years ago for $1 million and it’s probably now worth $10 million because it now has 45,000 email addresses and we know that it’s read daily by very influential people. It’s been substantially positive in terms of being a new voice and embracing a new medium because email is far more effective than websites. Before media mogul Kerry Packer died, he banned emails from Crikey.com and none of his interests can ever access our website. Rupert Murdoch hates me because I’ve basically turned his AGMs from public relations presentations to lively debates on a range of issues. We annoy a lot of people, but I think that’s healthy.

How do corporate leaders generally react to you?

My approach is that we’re not for sale at any price, and even though I sometimes accept invitations, it doesn’t change anything. Over the years I’ve always called it as I’ve seen it, which is nothing to do with any personal relationships. I have a lot of dialogue with interesting and powerful people and I have sources like anyone else, but I work very hard not to be captured. I was sued three times for defamation and we lost our house, so I’ve clearly been held accountable by the courts. 

What’s the one thing you’d change about this country if you could?

People say a good indication of a country’s development is how powerful its five wealthiest families are. In the US, for example, Bill Gates has very little political power; he’s just another billionaire. My overall wish would be a breakdown and disbursal of political and media power, and opening up of Australia’s political system. Supplementary to that would be a more engaged community that’s less obsessed by sport and leisure. If we celebrated our scientists and universities and successful international companies as much as our sporting stars, we’d be a lot better off. We should be the richest country in the world, and be exerting a positive influence on our region. Instead, we represent only two per cent of the global economy and have massive trade deficits and household debt, and we don’t really engage on a lot of the issues on which we should. I’d also like to see more long-term accountability and a much tougher system when people step outside what’s expected. 

You’re very critical of Australia, but aren’t there a lot of good things about this country?

I don’t want to sound over-critical. My perspective is more around what we could be if we’d reached our full potential. All of you are here representing multinationals, and would surely accept that there aren’t too many Australian companies in the spaces in which you operate. I wouldn’t want to be anywhere else, but what I want to do is raise the bar a bit and say the things nobody else likes to say. For example, QBE has just gone into the ranks of the top 10 Australian companies for the first time this week, and is a great success story because of the way it’s taken its business to the world. But the general insurance market had eight major players five or six years ago, and soon there will only be two plus the mutuals. Of course, there’s an argument that this industry concentration is creating super returns, which is generally a good story.

What’s your forecast for the next federal election?

I think Kevin Rudd will win. He’s a very disciplined, hardworking and impressive politician, and the fact that he’s a Christian and his wife runs a successful business will help. Governments accumulate enemies, and while John Howard has done a good job as Prime Minister, there’s a perception that he’s stayed too long. If Labor gets back in the NSW state election, that will be important for Howard, who will run very strongly on the platform that wall-to-wall Labor governments would be very bad for the economy. He can’t run on interest rates this time, so the proxy will be jobs, which will be very effective. Rudd needs to neutralise that as best he can. 

What are your thoughts on private equity?

I went to the NAB AGM three weeks ago and got CEO John Stewart to expand on his comment that “it will all end in tears”. His explanation was that private equity is a great concept meant to apply to companies that are performing poorly and where value can be created. But it gets out of hand where companies that are performing well get snapped up anyway, in moves that are mainly motivated by financial engineering. The fact that the banks are lending at six times cashflow, up from three times cashflow, means that it makes financial sense because you can leverage up and minimise the risk. I don’t have a problem with it because you need a bit of fear in the market, and it keeps everyone on their toes, which is healthy. However, it’s a question of proportionality, and I agree that it’s going a bit too far. Because we have a massive well of capital in our superannuation funds, there’s enormous capital looking for companies, so we’ll see more private equity firms refloating back here. We might ironically build a larger number of Australian multinationals by transplanting them, which would be a profoundly positive thing. 

Do you ever sell shares before going to an AGM?

I have Australia’s biggest small share portfolio, with 170 stocks worth $93,000 in total. I buy $500 in anything I find vaguely interesting so I can say I’m a shareholder in any situation that arises. I try and get my timing right – but I’ve had to hire an assistant to manage the paperwork for me. 

For a closer look at Crikey, visit www.crikey.com.au. Stephen Mayne is keen to expand his list of foreign-owned MNCs operating in Australia. To contact him, email smayne@crikey.com.au
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