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galvanised corporate ethos.   
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In the wake of The Royal 
Commission into Misconduct in 
the Banking, Superannuation 
and Financial Services Industry, 
much has been made about toxic 
corporate culture and its impact 
on financial performance. But it’s 
not easy to define what makes a 
successful culture and there is no 
clear path to moving from bad to  
good conduct. 

Property group Mirvac has 
transformed its culture over the 
last five years. That shift has 
helped invigorate staff, deliver 
stronger financial results and 
boost confidence about future 
performance, in a property sector 
showing signs of weakness as 
economic growth slows. 

Listed@ASX quizzed Mirvac 
CEO and managing director Susan 
Lloyd-Hurwitz about the drivers 
that will secure Mirvac’s financial 
position over the next five years. 
She nominates being a force for 
good as a core belief. 

“Business has a responsibility to not just 
generate profits for security holders, but to have 
a broader impact on all stakeholders. That’s a 
hallmark for how we try to do business, and we will 
continue to do that over the next five years.” 

Lloyd-Hurwitz says people sometimes regard 
culture as what happens when the boss isn’t in 
the room. She says culture is about instinctive 
behaviours, the ethos of the business and a shared 
understanding of what is and is not acceptable. 
It also includes other elements such as factors 
of the business that are ignored; the subtle 
behaviours inside organisations – what people in 
the organisation really care about. Real values are 
also critical. 

“When I arrived six years ago staff engagement 
was very low. It was almost a toxic environment. 
There were many more prisoners than volunteers 
and a very passive aggressive culture. Now, our 
staff engagement is 90 per cent, which is three per 
cent above the global high-performing norm. We 
are right at the top of staff engagement, which is a 
good proxy for culture. 

“We know staff engagement is the biggest 
single predictor of business performance. Nothing 
else comes close. Largely, that is because if you 
have an engaged staff that believe in your mission, 
they have a purpose, they will go above and beyond 
and they will advocate for you. The power of 1,500 
people behaving like that creates success in the 
long term.” 

So far, Mirvac’s financial performance backs 
up Lloyd-Hurwitz’s words. Return on equity 
has climbed from seven per cent in the 2013/14 
financial year to 18.2 per cent last year. Book value 
per share is up from $1.67 to $2.33 over the same 
period and net gearing has eased to 33 per cent. 
The property cycle has clearly been good to the 
company, with its share price recently trading at 10-
year highs. The business has benefitted significantly 
from the surge in prices in property markets, 
particularly in its core geographies of Sydney 
and Melbourne. The cultural transformation has, 
however, yet to be tested by a prolonged economic 
decline. But Lloyd-Hurwitz’s enthusiasm remains. 

“From a cultural point of view, we set about 
trying to make Mirvac an open, transparent place 
with a clear purpose. Once we set on our strategy 
of the what, then we moved on to the why. Our 
why is to re-imagine urban life. Now, most people 
don’t come to work to generate earnings-per-share. 
It’s not a noble mission. People want to belong to 
something that has a purpose, a meaning and a 
reason for being more than just creating earnings-
per-share. We took a year to work out what ours 
was. It can’t be imposed from the top.” 

Lloyd-Hurwitz says this also cannot be driven 
by a consultant. “You also can’t have the executive 
team say ‘our purpose is this’. The organisation’s 
purpose has to be genuine. Re-imagining urban life 
is a very broad, permissive purpose. Re-imagine 
can be anything in your imagination. It really tries 
to open people’s minds.” 
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“
STAFF ENGAGEMENT IS THE 
BIGGEST SINGLE PREDICTOR 

OF BUSINESS PERFORMANCE. 
NOTHING ELSE COMES CLOSE.
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She says standard corporate values 
don’t suit Mirvac. “So with our values 
we went through the same process 
we followed with our purpose. The 
organisation developed authentic Mirvac 
values, such as ‘we are bold and curious’. 
We tried to put values in language which 
wasn’t corporate speak. It’s about having 
a well-articulated strategy and reason and 
being clear about execution. That started 
to transform the culture and we started 
to work differently to other organisations 
because we hold different values.”

New hires are an example, says Lloyd-
Hurwitz. “When we hold meetings for our 
new staff every month, we ask people why 
they have joined. They will often say they 
joined us to work on really great projects. 
The second thing they say is ‘you guys work 
differently and I want to be part of that.’ It 
is a huge attractor of talent. It becomes self-
fulfilling. People want to work here.” 

She says a shift away from 
presenteeism and hours spent at the 
desk has driven cultural change. “Work 
is not where you are. Your work is your 
output, your impact and what you do, 
not where you are. We have 75 per cent 
of staff on some form of flexible work 
arrangement, including three-quarters of 
our construction staff, which is something 
that everybody said could not be done. 
Giving people a little control is massive 
because work is very much an industrial 
revolution construct. You go to work and 
then you go home. But our lives aren’t like 
that anymore. So, we need to treat people 
like grown ups and say, ‘this is the clear 
output you are expected to deliver’.” 

Lloyd-Hurwitz acknowledges many 
challenges remain. “It was a journey, 
that’s for sure. Every year we have a staff 
engagement survey, which highlights the 
areas on which we need to work. 

“The first thing we discovered was 
people management was patchy. There 
were areas of great engagement and 
really good managers and areas of poor 
engagement and poor management. So we 
raised and standardised the level of people 
management. Really basic stuff – such as 
encouraging managers to meet with staff 
and give them feedback, as well as ensuring 
the right people are in the right role.” 

When the business started to think 
about offering flexible workplace 
arrangements it signed up with The 
Workplace Gender Equality Agency. It 
invited Mirvac to be part of an internet 

documentary called Equilibrium Man 
which featured staff who were working 
flexibly from Telstra, Mirvac and law firm 
Corrs Chambers Westgarth.

“We made five-minute documentaries 
interviewing them, their families and 
their co-workers on the impact of starting 
to work flexibly. We picked a site foreman 
from Harold Park, a Mirvac residential 
project in Sydney and a development 
manager in Melbourne, who was an elite 
beach volleyball player. 

Lloyd-Hurwitz says this changed  
the rhetoric around flexibility. “Prior  
to this, the discussion was that flexibility  
is good for working mothers. Now,  
it is mainstream.” 

Mirvac has rolled out a workplace 
program called My Simple Thing. Teams 
sit down and everyone nominates what 
would make their working week better. It 
could be breakfast with their children on 
Fridays, taking a family member to medical 
appointments or attending a yoga class. 

“Whatever it is, there is no judgement. 
No reason is not valid. If someone is writing 
a book, that’s good. There is no judgement, 
and everyone’s simple thing is public. 
Nobody here would raise an eyebrow or 
make a joke when you say I’m going to yoga 
at 4 o’clock in the afternoon. It’s normal. 
It’s what we do.” 

Another noticeable culture shift came 
when staff were given laptops and other 
tools enabling them to work remotely. 
Mirvac has also rolled out a program called 
Hatch, based on the work of Harvard 
University professor Clayton Christensen. 

“It involves a structured way of thinking 
that asks a lot of ‘why’ questions,” Lloyd-
Hurwitz explains. “Instead of taking things 
at face value, you take the first answer you 
get and you ask: ‘but why that?’ And you 
keep asking until you get to what is really 
going on. We train people in being Hatch 
champions, and they work on specific 
missions. In the Hatch team, there is no 
hierarchy. Everybody is an equal novice, and 
everybody has the expectation that you will 
question everything, all the time. It doesn’t 
matter if you are questioning someone 30 
years your senior. Then Hatch champions 
started doing that in their normal teams. 
That has completely changed the hierarchy 
of the organisation because those people 
said it was their responsibility to question 
why we are doing this.” 

She concedes some initiatives haven’t 
worked. “I’m always conscious when I am 
telling the story of the transformation of 
Mirvac that it can sound so neat. Living 
it, it’s nothing like that at all. There were 
mistakes. Things don’t work. You have to 

go back and try again. You get stuck. It’s 
messy. Now, it looks really neat because we 
have transformed financial performance 
and our culture, and have won awards 
for our projects from around the world. 
That can make it look easy. But it’s not. It is 
messy because there are people in it.” 

Mirvac views success from a number 
of perspectives. “It has to be holistic,” says 
Lloyd-Hurwitz. “Clearly, there is financial 
success. You have to deliver returns that are 
greater than your average weighted cost of 
capital; you absolutely have to do that. You 
have to deliver what you say you are going 
to deliver. We set incremental targets. One 
year we said we would get to 10 per cent 
return on invested capital in our residential 
business. Then we said we were going to 
get to 12 per cent, which we did. Now, we 
are at 18 per cent. 

Staff engagement is another measure; 
taking that from being very low to 90 per 
cent is a measure of success, as is being 
a trusted partner and being partner-
oriented. Mirvac undertakes independent, 
qualitative research about how people 
perceive the business. It explores what 
it’s like to deal with and whether staff 
are honourable and deliver on promises. 
“Then, we think about how we are setting 
ourselves up for the future. All of those 
things are success to me,” she says. 

Hand in glove with culture comes 
diversity and sustainability, both also 
seen by investors as having a significant 
impact on financial performance. Mirvac’s 
board is equally split between women 
and men, and 40 per cent of its executives 
are women. This is impressive in an 
industry that, until recently, was largely 
the preserve of men with hard hats and 
blistered hands. 

“We have a basic rule that the most 
powerful mechanism to try to reach 
diversity goals is to ensure short lists  
have female representation on them,” 
Lloyd-Hurwitz says. “You don’t have to  
hire them, but you have to go and find 
them. That stops people from saying, 
“there are no female site engineers so I’m 
not even going to look.” We also work really 
hard at pay equity. We have had a zero  
like-for-like pay gap five years in a row.  
But you have to work on it all the time, 
because it keeps creeping back in. There 
are a lot of subtle biases. No-one is trying 
to do the wrong thing - it’s just unknown 
biases that creep in.” 

Mirvac launched its sustainability 
strategy five years ago and has far-reaching 
ambitions. The strategy is broader than 
climate commitments, stretching into 
social impact and transparent governance. 
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“
THE MOST POWERFUL 

MECHANISM TO TRY TO REACH 
DIVERSITY GOALS IS TO ENSURE 

SHORT LISTS HAVE FEMALE 
REPRESENTATION ON THEM.

”
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Property development and ownership are 
cyclical businesses that typically fall out 
of favour with investors when there is an 
economic slowdown or a tightening in 
credit. Nervousness about both outcomes 
has risen considerably this year, yet the 
sector remains resilient. Like some others, 
Mirvac’s securities have traded recently at 
10-year highs.

CEO and managing director Susan 
Lloyd-Hurwitz attributes this to a significant 
repositioning in its portfolio over the past 
five years, which involved selling secondary 
assets and re-investing the funds into  
new buildings in its core markets of  
Sydney and Melbourne. She is confident 
Mirvac’s financial performance will remain 
resilient because of strong metrics across 
all its sectors – offices, residential, retail 
and industrial.

“In recent years we did all the work to 
divest assets that you don’t want to be 
in when cycles start to turn, and focused 
on Sydney and Melbourne which have 
phenomenal fundamentals,” she says. “They 
are expanding by 40,000 households a 
year, and have very strong employment 
growth. Really, Sydney and Melbourne are 
driving the Australian economy in the large 
part. More than 80 per cent of the company 
is invested in Sydney and Melbourne, where 
we are big believers in the fundamentals 
that are driving performance.”

She has been on the road recently selling 
this story to the large offshore funds that 
own 40 per cent of Mirvac’s securities. Just 

eight per cent to nine per cent of the stock 
is owned by Australian retail investors, 
largely because of the institutional equity 
raisings required after the financial crisis of 
2007/2008.

“When you are sitting a long way from 
Australia, and you read the headlines, you 
don’t necessarily have time to see the full 
picture. Some of these people are global 
investors. They invest in thousands of 
stocks around the world; they don’t have 
the time to drill into the nuances of what is 
going on in Australia let alone what is going 
on inside Mirvac. So, it’s an opportunity 
to explain what we are doing, why we are 
doing it, what we have delivered, what they 
can expect in the future, what we really 
care about, where we see risks and what 
we are doing about them. We had a very 
full schedule of meetings, and it was a very 
fruitful, if tiring, road show.”

Asked whether Mirvac had removed the 
cyclicality from its performance, Lloyd-
Hurwitz responded: “Certainly stable cash 
flow and earnings is something we have 
been striving for. We are in the position 
where we can see, really clearly, where 
earnings and distributions will come 
from for the next several years. There is a 
pipeline of new office assets coming into 
the portfolio which are pre-let. We can see 
already how the company will perform over 
the next several years.”

In the residential market, she says there 
is no doubt volumes are down and credit 
availability is more challenging. “I am in 

the process of getting a loan to settle on 
an apartment I bought in our Eastbourne 
project in Melbourne. So, I am getting first-
hand experience at how onerous it is. That 
is the main cause of what is happening in 
the residential market.”

The question is whether investors will 
remain onboard. “Investors are always 
nervous. They are always prodding to see 
the weakness in a company. Our strategy 
is now very well understood by the market. 
We are an urban asset creator. A long-term 
holder. The market was pleasantly surprised 
by our half-year results, given the headlines 
about the residential market. Our portfolio 
turned out to be very resilient.”

Lloyd-Hurwitz has a strategy in place 
however, to deal with any macroeconomic 
surprises. “For the next five years, we will 
stick with our Sydney Melbourne theme 
and continue to create assets we think will 
outperform in the next part of the investment 
cycle. The cycle is very much towards the 
end of the cap rate compression part of 
investment returns. That is a rising tide that 
lifts all boats. But when that comes to an 
end, income is going to be really important 
in driving differentiated performance. 

“With a young capex and modern,  
smart portfolio, we think our income 
performance will be very strong over 
the next few years. So, you will see us 
continue to develop out the pipeline. We 
are now looking to restock the residential 
portfolio. We were very active in restocking 
between 2011 and 2015. As price growth 

“Thinking about social impact, we 
know a community that is walkable, 
liveable, healthy and safe is good and 
better than one that is not,” Lloyd-Hurwitz 
says. “But it’s hard to measure this. We 
work with KPMG to measure our social 
impact by the quality of the environments 
we create. We think about how we use 
our supply chain. We want to put $100 
million of our supply chain into social 
procurement, to support indigenous 
businesses, for example. We are thinking 
about how we can completely change the 
built environment, which is one of society’s 
biggest emitters. We have reduced our 
energy intensity by 25 per cent in the last 
three years across the property portfolio. 
Water intensity is also down by 25 per 
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cent and we are sending 95 per cent of our 
construction waste to recycling rather  
than landfill.” 

The business also has a project called 
House with No Bills. “We had a prototype 
house in Melbourne with a family of four 
– a nurse, a policeman and two teenage 
children – living in it for a year. It has  
solar energy, a battery and some really 
smart technology from Evergen, who  
are our partners. The house learns how  
the occupants use the building. The idea  
is that, over a year, we make the house  
bill-free and we’re really close to  
achieving that.” 

The job is trickier when it comes to 
apartment buildings, but Mirvac is trialling 
solar and battery installations in Brisbane. 
Energy bills have been cut by 90 per cent, 
but that trial covers just three units. It 
is now reviewing the use of blockchain 
in western Sydney to track solar energy 

generated from panels on a neighbouring 
Mirvac distribution centre so it can be used 
by a Mirvac housing community next door. 
The idea is to eventually use these systems 
across the company’s entire portfolio. 

Lloyd-Hurwitz says this focus resonates 
with investors. Portfolio managers now 
want to talk to her about sustainability, 
social impact and governance. “We are 
having far richer conversations with 
our direct investors, not just with their 
ESG departments. There is a growing 
recognition that for long-term financial 
success, you need to pay attention to 
sustainability in its broadest possible form. 

“JP Morgan recently ranked us as 
Australia’s highest performing ESG 
company. Not just among property 
companies, but companies full stop. I am 
really proud that a little property company 
can be ranked at the top of the ESG 
rankings around Australia.”

Impact of the property market cycle
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really accelerated we stopped buying 
new projects so as not to buy towards the 
top of the cycle. We just concentrated 
on executing and delivering products to 
customers. Now, with the change in the 
residential cycle, we see a very strong 
opportunity to restock the portfolio over the 
next 12 to 24 months.”

In terms of its future, Mirvac may face 
an undersupply issue in 18 months in its 
residential portfolio. Says Lloyd-Hurwitz: 
“approvals and commencements have 
dropped dramatically, but household 
formation rates have not. There are still 
40,000 new households a year in Sydney 
and Melbourne, and within a year and a 
half we will likely be in an undersupplied 
situation. Sydney and Melbourne’s 
fundamentals are, long term, very 
supportive. What is really happening  
now in the residential market is purely  
credit driven.”

Normally, she says when the residential 
cycle turns, it is driven by rising interest 
rates or higher unemployment. “We 
don’t have either of those. All we have is 
tightened credit. So, the fundamentals 
mean that undersupply is coming. It is a  
far less competitive situation now in  
bidding for new projects, and we think the 
next 12 to 24 months is a great time to 
restock the portfolio.”

Her views on the office sector are also 
positive. She points out there are record 
low vacancy rates in Sydney and Melbourne 
of between three per cent and four per 

cent, something she has never seen in her 
career. That part of the business is growing 
not only from re-leasing spreads but also 
from the company’s new development 
pipeline. Passive earnings are expected to 
rise by five per cent per year.

A rationalisation of its retail and 
industrial porfolio to focus on inner-urban 
Sydney properties has brought stability 
and opportunity. Mirvac has repurposed 
its shopping centres, including its top 
performing Broadway Centre in Sydney, 
into urban living. “Our retail metrics are 
very positive,” Lloyd-Hurwitz says. “They 
continue to show good leasing spreads, 
moving annual turnover growth, productivity 
and very low vacancies. We don’t dispute 
there are headwinds in retail. But in the 
right location, a shopping centre can be a 
really important part of what is going on in 
an urban environment.”

New projects include revamping the 
Harbourside shopping precinct in Sydney’s 
Darling Harbour and redeveloping the old 
locomotive workshops at the inner Sydney 
suburb of South Eveleigh into a combined 
retail, residential and office complex that will 
be anchored by a 100,000 square metre 
development for the Commonwealth Bank. 
It will draw on the success it had at Harold 
Park, where Mirvac transformed a horse 
racing track into a combined residential and 
retail complex. Lloyd-Hurwitz says no-one 
thought that would make an institutional 
grade investment, but it has. That serves as 
a precedent.

Mirvac’s industrial exposure is all in 
Sydney, and its growth is centred on 
logistic centres to serve online retailing. 
The new western Sydney airport is the main 
draw because it will shift a considerable 
amount of freight. But most of the 
company’s new capital outlays are going 
into its commercial pipeline. “We have 
got one new building coming on line each 
year between now and 2022, then a whole 
pipeline thereafter that isn’t yet activated. 
There is a significant amount of capital 
that will be put into the execution of that 
development pipeline.”

It will be interesting to see what  
Mirvac looks like in five years’ time.  
“You will see us continue to execute  
our urban strategy, deliver on our  
promises. We are also hoping to create 
a build-to-rent asset class and secure a 
couple of major, urban regeneration,  
mixed-use projects where we can bring  
all our skills together and continue to 
generate strong returns on invested  
capital for our investors.”

The company has come a long way since 
its foundation in 1972 as a developer of 
high-spec homes. “The quality [co-founder] 
Bob Hamilton and [architect] Henry 
Pollack imbued in everything they did 
was unique,” Lloyd-Hurwitz says. “That’s 
what we still aspire to do – carry on the 
legacy they created in delivering really high 
quality residential, commercial and retail 
developments for people for whom quality 
really does mean something.”


