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UNI Europa Finance reply to the EBA consultation paper on draft guidelines on the remuneration benchmarking exercise (EBA/CP/2014/04) and the draft guidelines on the data collection exercise regarding high earners (EBA/CP/2014/05)

General remarks

UNI Europa Finance welcomes the consultation on the guidelines regarding remuneration benchmarking the guidelines on the data collection regarding high earners. Because of the interrelatedness of the subject, we will respond to the two consultations with this single document.

The EBA publications on remuneration benchmarking exercises give an overview over remuneration practices with increasing transparency. Knowledge on these practices is important for several reasons:

· Remuneration policies in banks have been identified by the de Larosière report as a major factor which fosters risk taking behaviour. The EU Treaty effectively limits the extent to which legislation can be used to regulate remuneration, e.g. Art. 153.5, but in order to monitor developments these benchmarking exercises are of important value.

· Further academic studies also show that the excessive remunerations in the finance sector have contributed to rising inequality in income structures as such
. O. Godechot, after having noticed that salaries in the financial sector in France account for half the rise of the top 0,1% recommends “better knowledge of high salaries is important in order to measure the importance of rents and of talent in the dynamics of inequalities. It has also obvious policy implications all the more so as taxation of finance workers and taxation of high incomes have received contradictory attention in the public debate”. This has been corroborated by studies by Piketty and Saez.

· A study of wages in the finance industry in the US since 1908 and 2006 shows that high wages and financial complexity were interrelated in the 20’s, before the first great depression, and after the 80’s. The thesis of Philippon and Reshef is that financial deregulation and corporate activities linked to IPOs and credit risk increase the demand for skills in financial jobs
.

Question for consultation for EBA/CP/2014/04 (remuneration benchmarking)

Q6: Is the template in Annex 2 appropriate and sufficiently clear?
Yes, we would like to point in particular to the relevance of the rows “number of identified staff in FTE”, and “number of identified staff in senior management positions” in the template in Annex II. This is important for us in order to monitor whether the range of employees to whom the remuneration policy is applied is not expanded beyond what was envisaged by the legislator. Although we recognise that both should not necessarily be identical, the unlikely situation of a high difference between the two could indicate that a financial institution applies the remuneration policy so broadly that it infringes upon the staff normally covered by collective bargaining.  
Q10: Do you agree with our analysis of the impact of the proposals in this Consultation Paper? If not, can you provide any evidence or data that would explain why you disagree or might further inform our analysis of the likely impacts of the proposals?

We agree with the analysis for high earners. In terms of the remuneration benchmarking exercise, this is interesting insofar as it enables the general public to receive information on the development of wages in different business areas of banking and thus enhances transparency. It should be noted that similar documents are already a legal obligation in some member states: in France, for example, all firms with staff of over 300 have to issue a “bilan social” which contains information on remuneration by a classification category (not business area).

Questions for consultation for EBA/CP/2014/05 (high earners)

Q1: Are the subject matter and scope of the guidelines sufficiently clear? 

Yes, the subject matter and scope is clear. However, high earners in third countries should be included, for example under “third countries”, without mentioning the country specifically.

Q2: Is the information to be submitted to the EBA sufficiently clear? 

Yes, the last reports have provided interesting information and the new report will be even more specific. 

Q3: Is the template in Annex 1 appropriate and sufficiently clear? 

An interesting additional piece of information could be the ratio of dividend and bonus payment compared to capital increase to be included in the report on remuneration. This would necessitate additional lines in annex 1 (specifying total income, dividend payment, bonus payment in total amounts and in percentage and capital increase).
Q4: Are the reporting period and the specific amounts to be reported sufficiently clear? 

Yes, but for the ease of reporting and in order to avoid double entries, it would be better to merge annex 1 of the report regarding high earners (EBA/CP/2014/05) with annex 2 of EBA/CP/2014/04 (remuneration benchmarking exercise).

Q5: Are the indicated time periods sufficient to ensure that the data for 2013 can be collected in line with the updated Guidelines? 

Yes.

Q 6: Do you agree with our analysis of the impact of the proposals in this Consultation Paper? If not, can you provide any evidence or data that would explain why you disagree or might further inform our analysis of the likely impacts of the proposals?

We agree with the analysis for high earners.
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