Ethics of the axe

Date: June 11 2005

It has been a dizzying period of mergers, acquisitions and corporate flops and, as always, it's staff who are paying the price, write Leon Gettler and Barry FitzGerald.
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Suddenly Telstra staff are nervous again. The telco's American chief executive Solomon Trujillo is coming in to overhaul Telstra's culture and cut costs ahead of the $30 billion-plus final tranche of the telecommunications behemoth's privatisation. Everyone knows that jobs are on the line.

The moment of truth is expected to come after Telstra is unshackled from government control - it's easier to get rid of people when there are no political constraints - and analysts are talking of $2 billion worth of cost cuts and as many as 10,000 jobs, around a quarter of the headcount.

Similarly, many Southcorp employees are tipped to be out of work following Foster's Group's $3.2 billion takeover of what was Australia's biggest wine producer. But how many? For now, Foster's is saying nothing. All will be revealed following a two-month review of the combined entity.

Still, the cuts might go deep to make the debt-funded acquisition pay. How deep? Analysts say that to meet its cost of capital, Foster's will need to more than double Southcorp's profitability.

The stakes are high. Underlining market concerns about whether Foster's can actually achieve this, ratings agency Standard & Poor's has downgraded the drinks company to just one notch above junk status, from BBB to BBB-, the lowest investment grade.

At other companies, employees have already learned how many are to be "restructured" - that is, sacked. Reeling from last year's $360 million foreign exchange currency fiasco and board upheaval, National Australia Bank will cut 4200 jobs worldwide, 2000 of them in Australia.

Up to 600 employees at WMC Resources - pretty much the entire management and corporate team - will lose their jobs as the miner is absorbed into BHP Billiton's global operations following its $9.2 billion takeover.

In a desperate move to regain its position in the US car market, General Motors is cutting 25,000 jobs - more than 22 per cent of its blue-collar workforce in the US.

Dairy Farmers, the maker of Coon and Cracker Barrel cheese and Ski yoghurt, is slashing 460 jobs, or 20 per cent of its workforce, in preparation for a float.

At Nestle, 147 workers will lose their jobs in September when the company winds up milk powder production at its Tongala factory, south-east of Echuca.

Roll out the packages, it's time again for redundancies.

The axe is back.

From one end, companies flush with cash and desperate for quick growth are chasing acquisitions. From the other side, a slowdown in the global economy combined with hyper-competition and deregulating markets have forced businesses to restructure. Employees are caught in the middle.

No business in the world has a moral obligation to keep an employee in a job. Managers have every right to hire and fire depending on circumstances. But in an age of skills shortages and workforce mobility, smarter companies are using a cushion and not an axe. Marching orders can be delivered with career opportunities outside the company.

Katherine Teh-White, managing director of sustainability strategists and change agents Futureye said: "There are a number of issues the organisation has to think about. What does it say about the workplace you operate? Are you, as an employee, treated with respect and dignity, or are you just treated as an FTE, or full-time equivalent as described by chief financial officers? Companies that treat employees with respect and dignity when letting them go will have greater loyalty from the ones left behind, and they will be better able to attract new staff in the future."

WMC employees are feeling the heat right now. "We feel like we are living in the Big Brother house and there is a live eviction every night," is how one put it this week. "It has been ugly and traumatic, a lot of angst in what has been a very difficult time," she said. "It hasn't helped that depending on your situation, there have been some different outcomes.

"Some people have been told they will be hanging around for 15 months. Some go at the end of this week. Others have six weeks to go and others are still waiting to get some clarity."

Another WMC staffer is more sanguine. Because of the department he is in, he knew straight-up that, on BHP taking control, he would fall into a "duplicated function area". That means he knew his job was gone because it was already done by someone at BHP's Lonsdale Street head office in Melbourne's Greek quarter. Although only in his early 30s, he has been through it all before - a two-time victim of a job loss caused by the wave of consolidation that has washed over the resources industry in the past five years.

He plans to take a holiday with his young family, and tells himself that the challenge of setting himself up again in a well-paid corporate position could bring some excitement.

Certainly, it didn't take him long to realise that it was time to move again. BHP officially collected the keys to WMC's offices on Monday, less than 60 hours hours after moving to outright control under the terms of its $7.85-a-share home-town bid.

But to many at WMC's Southbank head office, BHP's presence in the corporate centre has been all pervasive ever since the bid was announced on March 8, coming as it did with a warm welcome from the WMC board.

Like the Swiss-based Xstrata with its failed WMC tilt before it, BHP made clear from day one of its bid that as many as 600 white-collar jobs would go once it got control and set about extracting $120 million in annual cost savings.

WMC's board was the first to go and, in the days since, there has been a steady flow of staff briefings at which the deferred pain of the job cuts has become a reality. Getting rid of 600 jobs from an establishment company such as WMC was always going to be difficult. But even critics of the process agree that both WMC and BHP have done just about all they can to make it as painless as possible.

Working in their favour was the early endorsement of the BHP bid by the WMC board. That meant the planning and preparation for the inevitable job losses could start early.

Preserving commercial-in-confidence considerations pending BHP's move to a control position, the human resources departments of the two companies were able to liaise on planning and implementation.

Given it was their people who were to be left without jobs, WMC was keen to offer what counsel and services it could. A weekly email offering all sorts of support and services was central to WMC's aim to be as open as possible with its staff about what lay ahead.

"From my perspective, it was really well thought out," another WMC staffer said. All of the standard offerings to people facing job loss have been in place for the past two months.

Access to an out-placement service for 12 months, training on how to prepare a CV, and advice sessions with chartered accountants on financial planning were all part of what was made available.

Neck and shoulder massages to help with the stress of it all were made available, as was counselling for those showing signs of denial.

However, unwitting acts of arrogance, no matter how small, can undermine the best of intentions. And so it was with the replacement of the @wmc.com staff email address lines with ones containing @bhpbilliton.com shortly after BHP took control.

For many in the proud WMC workforce, there was no need for the reminder that BHP had taken control, particularly as they were not going to be part of its future.

Staff at Southcorp might have a longer wait. Foster's has sent in a 25-member team to meet staff and look at the merged businesses.

As part of the restructure, Foster's has merged its Carlton & United Beverages (CUB) division and the Australian division of Beringer Blass Wine Estates, which will become one business, operating as Foster's Australia.

Foster's Wine Estates managing director Jamie Odell said this had sent just as big a signal to CUB and Beringer staff as it had to those at Southcorp. "We either all win this or all lose it," Mr Odell said.

Questioned last month about the restructure following the takeover, Foster's chief executive officer Trevor O'Hoy said changes were inevitable.

But handling it well, he said, was about talking straight. For Mr O'Hoy, there's no sense giving people false hope.

"Quite clearly you have got to be honest and up front with people," Mr O'Hoy said.

"You've got to be quite clear about the strategy and the vision for the company and give people a chance and time to decide whether they want to buy into that strategy.

"We'll put the flag pole or the goal post in the ground. Then you've got to be very open and tell people how we will make changes.

"There's no doubt there will be significant change . . . so quite clearly it's best to flag that and be honest and upfront."

In the case of NAB, there could be a fight over one particular rule. Under clause 8.1.2 of the enterprise bargaining agreement between the bank and Finance Sector Union, NAB can "only reduce existing staff levels in a particular workplace following a reduction in workloads as a result of restructuring, re-engineering or the introduction of new process of technology."

FSU national secretary Paul Schroder said the head of NAB's Australian operations, Ahmed Fahour, had told him that NAB would stick to that commitment. But he said it meant the bank could not do anything until it had shown the union exactly how the workloads had been reduced, and that's a bridge they still had to cross.

"If they want to go crunch with us, we're happy to take it further," Mr Schroder said.

Global outplacement specialists Right Management Consultants say redundancies come in three contexts: acquisitions; industry-wide changes; a short-term earnings squeeze.

Right's executive vice-president in the Asia-Pacific region, Ted Davies, said: "You actually need to look at circumstances and consequences of each downsizing. Look at the context and those three scenarios may give rise to different options."

But whatever the context, he said, there were rules. "You need to treat people with dignity and respect.

"There is some self-interest there too because it has an impact on those left behind and on the company's reputation in the community. Number two is you need to give people as much control over their exit as is reasonable and possible."

As for redeployment, it had to be fair dinkum. "There has to be a sincere intention to redeploy and not do it for the sake of appearance."

Simon Longstaff, executive director of the St James Ethics Centre, said that companies had no obligation to maintain people in their jobs. But if they had to lay off staff, they had to take into account the "human dimension".

"It exists partly as a matter of ethical obligation and partly as enlightened self-interest and, if it's done badly, it returns to haunt them," he said.

Still, there's no escaping the fact that in the event of a merger, there has to be duplication and people have to go. Stuff happens.

And what if the company suddenly falls on bad times and has to restructure? What if there's no time or resources to consider the impact on people.

That's just a sign of bad management, Mr Longstaff said. Good managers are able to forecast market trends and were therefore in a position to prepare staff for what's ahead

Redundancy packages went together with retraining and outplacement, which can involve career counselling and assessment, financial counselling and job search, even helping them establish their own business.

"It is not unreasonable to assume that care and concern is in the minds of management when preparing employees for outplacement and retraining," Mr Longstaff said.

