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Introduction

Poverty and welfare dependence is most effectively addressed by the provision of jobs. Australia has a shortage of well over 1 Million jobs (Sydney Morning Herald 24 December 2002). A major contributor to the destruction of jobs in larger organisations is the focus on short-term results, and the consequent pressure on managers to cut jobs rather than grow their businesses. This submission analyses this pressure on managers and proposes a mechanism to transfer the benefits of job destruction to those who create jobs and thereby enrich the community and contribute to the alleviation of poverty. 

Jobs are vital, they mean independence and dignity for the individual as well as escape from dependence on the state. For the state those jobs mean more revenue and recurrent expenditures redirected to other important issues. The economy gets greater activity and greater savings. A virtuous circle is established.

Jobs allow for savings, and the savings expectations which society imposes on its members today are massive (Appendix A). Failure to achieve such savings leaves many citizens alienated and if not in abject poverty, insecure and self assessed as poor.

The ability to achieve even moderate financial goals must depend for most on the prospect of a prolonged working life. Yet, working life has been curtailed at both ends. No longer can or should a child leave school at 15 or 16. Now there must be a degree and work starts at perhaps 25 already burdened with a HECS debt. Where once a gold watch for 50 years service might be the prelude to 5 years of retirement, a brutal sacking at the age of 45 may mark the beginning of 40 years of enforced idleness, growing dependence, poverty and depression. Where once 50 years of a 70 year life expectancy provided for a brief retirement. Today, 20 years work must provide for 80 years or more life expectancy.

It is suggested in some parts of the polity that the aging of the “baby boomer” generation will have the community needing many citizens to work into their 70s, but for those whose skills and morale have been trashed by years of contemptuous dismissal in their 40s and 50s the question has to be asked, “can their morale and work skills be resurrected should the need for their labour return?” 

The amelioration of poverty requires renewal of a social contract in which a citizen can expect to achieve moderate financial security at the end of a working life and chose to retire when such security is, in their terms, achieved. Employment growth is needed so that people can participate in the labour market and have confidence to; for example, invest in skill upgrading even in their 50s. Business is the mechanism which must create most of the required jobs. 

Employment is the largest cost of most businesses. Much management effort is therefore devoted to doing more, with less. Downsizing is a quick and certain way of improving the “bottom-line” and the rewards will go to the most effective (read ruthless) manager. A focus on short-term results has skewed the promotion of managers over the recent decades to dramatically favour cost cutters over the growers of businesses and employment. What else could explain the prominence of individuals who earn nicknames like “Chainsaw” or the many self proclaimed “hard nosed bastards” and “ruthless bitches” who populate senior management today? The rules by which such “corporate heroes” live are summarised in Appendix B. The transcendent focus of management on profit over, service, customers and staff is highlighted in the work of Nevan Wright of Auckland University of Technology (as reported the Sydney Morning Herald dated 14 January 2003).

Sacking is a relatively easy way to improve results, in the short term. The alternative, investment and a prolonged development cycle are harder and riskier for managers whose focus is on their careers. It must also be recognised that businesses are social in character. Managers need to manage not only the costs of their departments but also the regard in which they are held by peers and superiors. Promotion may well have more to do with such perceptions than with absolute financial results. In a society in which youth and energy is promoted as superior to age and wisdom, it is to be expected that ambitious managers will seek to avoid engaging older workers on the basis that such candidates have lower status and low status workers have low status managers.

A manager who fails to manage their own career, manages nothing!

Creating a new imperative for management - Employment

It is argued above that in addressing its own imperative of survival, management is powerfully encouraged to reduce employment at every opportunity. This has inculcated a culture where labour reduction is seen as preferable to business growth and has had the effect of promoting “sackers” over “builders.” In such circumstances incentives to redress this issue must deal with several factors:

· The skills required for growth have atrophied - Many existing managers have achieved their position without acquiring the skills necessary to achieve organic growth in their enterprises or manage new growth projects. 

· The expectations on managers are too short-term – Assessments based on half yearly results are an active disincentive to long-term growth projects.

· Peer assessment focuses on image – Managers are generally insecure and seek to leverage their positions and presentation. This includes surrounding themselves with cliché staff to emphasise the required image, typically youth and dynamism. Older workers are seen as low status and this reflects on their managers (Appendix C)

Effective policy to redress these market distortions will require the following elements:

· A realistic analysis of the processes of job destruction and recruitment, the overt and covert reasoning utilised by managers; the gatekeepers to employment,

· A clear measure to quantify each business’s employment contribution to the community,

· A method of weighting employment performance which reflect the benefits to the community of engaging disadvantaged workers,

· Resource transfer from enterprises with declines in employment to those with growing employment and a consequent need for funding.

Quantify - Measuring employment

A simple measure of the employment contribution to the community of each business is the essential foundation of the incentive scheme proposed. A complex or time-consuming measure would provide a powerful objection to those who, from self-interest would oppose such proposals regardless of their wider validity. 

The number of employee weeks is readily determined at the end of the financial year. Most of the work is already done in preparing PAYG employment summaries. It is a measure which also lends itself to projection and forecasting. The measurement basis of the scheme proposed is “weighted employee weeks”, or simply “Points”.

Weighting for community benefit

The weighting reflects outcomes which government deems of particular value from time to time. Appendix D contains specimens of two tables arranged to promote full time permanent employment and the recruitment of candidates presently disadvantaged in the labour market. Government would review such tables, as required thereby regaining a significant role in labour market policy for the first time since the ascendancy of “Rational Economics”.

The combination of Points derived from these tables with the basic employee weeks generated by a business during the year give the total of Points for the year.

Trading Points – A market for good outcomes

Increased Points, year on year reflect an increased contribution to job creation and community well-being. Reduced Points demonstrate the reverse. An effective incentive scheme will transfer resources from businesses that have fewer Points to those which will use additional resources to grow the employment base of the community and thereby enrich it. 

A mechanism is required to cause an enterprise with a Points deficit to wish to pay to acquire Points and thus eliminate the deficit. This proposal conceives the creation of a market for the trading of Points. A market is merely a means of resource allocation as such it is inherently, value neutral. A market for Points can be structured to provide countervailing incentives to redress the distortions, particularly the anti-employment biases, inherent in the primary financial market.

A market for Points would see a business having fewer Points than in the preceding year unable to claim, as an expense for business tax, the remuneration of individuals in excess of a specified threshold. A threshold of $50,000 to $100,000 would target the very line managers whose decisions distort the employment market. Such managers, as well as their superiors are typically paid on a basis of a “Total Employment Cost” package. The disallowance of their income as a tax expense would therefore directly reduce their income. Thus the incentive reaches the very decision-makers who now exclude so many willing workers.

In measuring and rewarding basic recruitment patterns, businesses will have freedom to choose the path by which they achieve Points growth. The commencement of long-term projects including R & D would be highly attractive since they link with funded incentives like accelerated depreciation and the 150% tax write-off.

Venture capital candidates, as well as businesses undergoing rehabilitation would also have surplus Points. These could be negotiated in raising funds. The under performance of this sector has been of concern to successive governments and the object of substantial budgetary expenditure. The impact of this scheme would fall on profitable businesses which have the scope to create jobs but have hitherto adopted the unimaginative option of cutting jobs and casualising their workforce. Depending on the tax treatment of payments for Points there is no cost to government, but a potential increase in tax revenue from those businesses which fail to acquire the points necessary to offset the penalty.

Because they pay lower salaries, the threshold would largely protect smaller and struggling businesses even where jobs had to be reduced.

Other applications of Employment measurements

Once an established measure of employment outcomes is available it can be applied to the assessment of performance in related areas.  

1.
Licensing of employment agencies - Certain employment agencies recognise their potential role in discrimination. Their staff will receive instructions from clients larded with clear signals about the acceptable candidates. Code words like “bright” or “enthusiastic” are sufficient. Trading of Disadvantage Points offers a mechanism to provide further funding to services specialising in services to disadvantaged job seekers. (Drake International reported to Dr. Brendan Nelson MP’s inquiry into age discrimination that NONE of the respondents to a survey they conducted would consider appointing a manager over 50 years of age.)

2.
Assessing corporate applications for migration sponsorship - Companies seeking to import staff would be required to demonstrate a commitment to train and engage unemployed Australians.

3.
Defining and validating the job creation targets – The community is cynical about the actual effect of governments’ agreements with businesses, particularly international businesses seeking government funding or other incentives, for example Mitsubishi’s plant in Adelaide. A clear commitment, measured in terms of Points would provide credibility for such schemes and thereby validation and greater acceptability.

4.
Granting access to government contracts - Would companies impoverishing the community by destroying jobs i.e. a Points deficit, be the best organisations to service government contracts? Points history could be a decisive element in the selection of tenderers.

Conclusion

Poverty will not be significantly ameliorated unless there is a dramatic increase in employment and the realistic expectation of opportunities for remunerated work for older and other disadvantaged workers. Without extended employment opportunities, the funds required for effective poverty reduction will be spread too thinly among the many unemployed. Yet, as we have shown unemployment is largely a result of the pressures on management.

This submission has provided a mechanism which will transfer the benefits of job reductions from moribund, unimaginative companies and managers to those who will grow the wealth of the whole community through growth in jobs. The scheme is simple to administer and has no cost to Government.

Appendix A

The Expectations on a citizen today require substantial expenditures outside normal living costs:
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No attempt has been made to order the items in this list, nor is it represented as exhaustive. It serves merely to highlight the need for citizens to accumulate significant capital and to do so they need the opportunity to participate in the remunerated workforce until they feel that they are in a position to retire. 

Inflation has been ignored.

Appendix B

12 Rules to manage your management career

· Rule 1 – budget targets and other assignments are easily addressed. Always promise at least the demanded outcome, this will buy you time even if you don’t expect to achieve success. 

· Rule 2 – keep it simple, no one is interested in three-year lead times, profits in six months are required and this means sackings. Long term future, R & D, social outcomes, social goods, get real!

· Rule 3 – sackings are good, they show that the manager is decisive, committed to the goals of the organisation and prepared to spill blood, all be it other peoples, to achieve their targets.

· Rule 4 – a little bit of fear goes a long way. Motivated by fear for their jobs most workers can “lift their game” for a short time. It looks good, for the manager. Remember, lacking security casuals are easier to scare.

· Rule 5 – the manager must choose carefully the subordinates with whom they will be seen. Image is crucial here, ability secondary. Until promises are proved false, image is the all upon which the manager can be assessed and image is largely physical. Those in your proximity must include some square jawed young men (dynamism) and at least one attractive woman (appeal). Anybody with disability must disappear. Age and experience will see the pattern and they too must go. 

· Rule 6 – get promoted, thus the failure of your gutted former department can easily be distributed where you think it will serve you best. 

Congratulations, the manager is half way there! The rules have worked and the sacker has reached the executive suite. What then? He or she is the hero who delivered “share-holder value”, or “targeted budget savings” but still they must perform. What strategies can maintain the image, provide short-term results and enhance the share-price now?

· Rule 7 - more of the same is a good start; a few tantrums here will certainly maintain the self proclaimed reputation of the “hard man” or “ruthless bitch” and inspire the more reluctant subordinates to wield the axe with a will.

· Rule 8 – bring on the consultants, always useful this one, like the clowns in the circus who keep the focus while the arena acts are switched (and about as practically useful) when corporate memory has been massacred and morale dragged low by fear, distrust and exhaustion. Don’t overlook the bonus opportunity here; favours may be repaid, perhaps a non-executive directorship…

· Rule 9 – a merger, this translates as “maintain the interest of the market” but the markets will increase the executive’s salaries and give them another year or two on the promise of results. Oh and don’t overlook the opportunities to gut the companies you just acquired, of course their staff and your rivals are the first to go.

· Rule 10 – the merger didn’t work; be strong and have faith and more sackings; consultants are useful here too, they buy more time to deliver that elusive bottom line. 

· Rule 11 – the manager now demands the unachievable of his or her subordinates, thus restarting the whole process at rule one. These targets are promoted as holy writ and the share price rises again.

· Rule 12 – finally the manager must ensure that his or her parachute is golden. They have wrecked thousands of lives, redeployed resources, (read economic oblivion for whole communities) but they have gone as far as they can. The manager’s credibility will support these strategies no longer, but now they are rich, so who cares?

Appendix C – Models for discrimination

 “A manager can not benefit from hiring an older worker”

Outcomes from recruiting an older worker

	Outcome
	Assessment of Manager

	Recruit goes sick
	Wasted time on older worker - (Overlooks greater mobility of young workers and maternity leave obligations to female staff)

	Recruit requires training
	Why waste time on oldie – (Assumes all younger workers have superior skills)

	Recruit under performs
	Bad judgement on older worker -  (ignores general recruitment risk)

	Recruit performs above expectation
	Threat to manager, recruit could do his job more cheaply, etc.

	Recruit achieves average performance
	Manager is responsible for older workers. Older workers have lower status; therefore manager is low status manager.


      Conclusion – avoid older workers
Appendix D – Specimen Tables 

Table 1 – Incentives to promote Full Time / Permanent employment (in Points)

	Description
	Week
	Month
	Quarter
	Year

	Full time employment
	1
	4
	13
	70

	Full time – Eligible for disadvantage Points
	1
	4
	15
	90

	Part time Permanent employment > 20 hrs
	½
	2
	6½
	35

	Full time Casual employment > 34 hrs
	½
	2
	6½
	35

	Part time or casual (disadvantaged)
	½
	2
	7½
	45

	Table is structured to favour employees completing full years of service.


Table 2 – Incentives to promote disadvantaged candidates

	Disadvantage
	Points
	Aggregate Points

	Unemployed one month
	2
	3

	Unemployed two months
	3
	6

	Unemployed X months
	X + 1
	

	Non-English Speaking Background
	3
	6

	Aboriginal or Torres Strait Islander
	3
	6

	Under 22 (Or first job)
	3
	6

	Over 50
	2
	3

	Over 58
	5
	15

	Located in designated disadvantaged area
	2
	3

	Minor Disability
	2
	3

	Moderate Disability
	3
	6

	Specimen combined disadvantage score
	
	

	50 YO NESB 3 months unemployed
	9
	45

	Disadvantage Points (Table 2) for any recruit, reduce by one for each week of service.


Note - Where an employee with a completed year of service terminates, the reduced Points from Table 1 interact with the disadvantage Points of Table 2 to encourage the recruitment of disadvantaged workers. 

� LINK Excel.Sheet.8 "\\\\Home1\\sen00017\\POVERTY\\Subs\\Emd Subs\\Project of Living.xls" Sheet1!R3C1:R13C4 \a \p �Error! Not a valid link.�
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1.  

Pay off HECS debt

Estimate

30,000 

2.  

Provide private health insurance

Say $1,000 pa

60,000 

3.  

Buy house and pay off mortgage

Assumes $400,000 

repaid at 6.0% over 20 

years

697,000 

4.  

Marriage and discrete social 

commitments

30,000 

5.  

Raise and educate 

2 children

200,000 

6.  

Provide additional education and travel 

opportunities

50,000 

7.  

Save for retirement

5 times combined family 

income (say)

300,000 

Less rent for 20 years

Say $220 per week

(229,000) 

1,138,000 
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