With the world financial and economic markets in crisis many organizations and businesses are looking to cut back on expenditures as their revenues decrease. One of the options that they are considering is downsizing or cutting back on their staff complements. As we learned in previous downsizing eras this may or may be the best course for a business to follow for a variety of reasons, most notably the drop in capacity and loss of corporate knowledge that ensues. But it may be the only alternative if revenue or sales decrease dramatically. In that case it’s more important to learn from the mistakes of the past when it comes to downsizing or we may be doomed to repeat them.
Before embarking on the downsizing path it is crucial to consider and exhaust all other possibilities because there is very real and long term damage possible to both individuals and the organization in such an exercise. Some alternatives might be a reduction in hours for some or all of the staff with a resultant drop in payroll and other expenses. Some staff members might actually prefer to work a four day work week in order to better arrange child care or to reduce their own transportation costs.
You also need to have a close look at your current and planned spending plans to see if there aren’t things that can’t be postponed until the economic storm weakens a little. If you can cut some spending around the edges or delay major cash outlays you just may be able to avoid letting some of your people go, because once they go it’s unlikely that they will be coming back. There may be other ways to both reduce your outlay and even increase your revenue in areas that may have been overlooked in the past. Now is the time to be inventive and original and until your exhaust all other options you should resist the urge to downsize your employee complement.

If you do decide that downsizing is the only viable route to follow then you need to approach it as if it was any other major project of your organization. That means planning and preparation, clear objectives and desired outcomes, and a communications plan to support this initiative. One of the major lessons learned from the downsizing exercises of the past is that people who are affected by this activity want to be informed all the way through. The other major consideration is that whatever process you design must be open, transparent, and fair to all employees, those who will be leaving and those who will remain. 



Fairness

Employees find downsizing much easier to accept if they feel that the company has tried to be fair. It helps if: 

The company has kept employees informed about how its business is changing. That way, there are fewer surprises. 

Employees have the chance to take voluntary lay-offs. 

There is an impersonal logic to how people are laid off. It is easier to accept most recently hired employees being laid off, than hand-picked favourites keeping their jobs. 

The company fills any new jobs by posting, rather than hand-picking someone. 


The terms of the severance are generous. 

The company provides job-hunting assistance to laid-off employees. 

The company provides letters of recommendation to laid-off employees. 

The company takes the time to express its appreciation for the work of the people who are being laid off. 

The company doesn’t expect the same amount of work to be done by fewer people.
The Employees Who Stay 
Some of the most difficult parts of managing a downsizing are problems that relate to the people who stayed on with the company -- not those who left. 

Keep these things in mind:

People take time to adjust to change. Explain things more than once. Answer questions. Acknowledge that changes can be difficult. 

People are worried about their jobs. They are under more stress than usual. Be ready to provide more day-to-day coaching and be positive about their work. 

Someone has to figure out how to get the work done. Take the time to really sort out what work will be done by which people. Decide what work isn’t going to be done anymore. Check with workers regularly to see how these plans are working out. 

People assume the worst. Tell workers what is going on whenever you can. Whatever you are planning behind closed doors isn’t nearly as bad as what they imagine! 

Allow plenty of time for employees to ask questions. That way you can let people know if rumours are off-base and help them solve any new problems they may be encountering with a different set-up.
Downsizing Mistakes 

Cutting jobs without figuring out how the work is going to get done. 
Employers often focus on the need to cut costs and underestimate how much work actually gets done by the people who are being laid off. The remaining employees get overworked and fall behind and/or burn out. The situation really doesn’t become clear until a major problem develops. Take the time to sit down with employees and decide what work they are going to stop doing. 

Putting down the past. 
When a business is being reorganized, employers often talk about how terribly things were done in the past and how everything will be done much better in the future. This is a slap in the face to employees. Acknowledge the accomplishments of the past and give credit to the great work that was done. Talk about the changes as new opportunities. 

Thinking cuts will only be needed once. 
Even if you plan to cut back on staff just once, this is a promise you can’t make. Business changes so quickly these days that you may have to cut one area of staffing even if you are growing. You may also find out that the cuts you made the first time weren’t deep enough. 

Offering people an early retirement package and then hiring them back on a short-term contract during the transition, so that they are drawing two incomes. 
This infuriates the people who stayed on without a retirement package, who already feel overworked. It is also a waste of money. If you can’t live without these people, make their retirement effective when your business dictates its best. If you can live without these people, say goodbye. 

Not explaining the need for the changes. 
Employees need to be given the full picture. They need to hear it and see it several times. They need to have a chance to ask questions after the news has sunk in. They need to express their anger and concerns. It takes time for people to take in major changes in their lives. 

Not saying good-bye to the people who are leaving.
Co-workers are going to be uncomfortable. They may avoid the people who are leaving even if they have worked with them for a long time. Show some leadership and make it easier for everyone. Organize a goodbye lunch, a gift, a card. If the ending isn’t immediate, stop by their office and ask them how they are doing and if they have any plans yet. Give them a call and see how they are doing. Let them know if you hear of a job that might suit them.

Leading up to the layoff, disclose the reality the business faces. Acting like everything is fine and then suddenly announcing layoffs is going to create more anger and resentment. The news will be accepted more easily if they have been treated like adults who deserve to know the truth. 

 

As a general rule letting staff know as soon as possible feels more respectful than keeping them guessing and telling them at the last minute. The sooner they can get busy making plans for their future the better. 

 

When the announcement is made, include enough details on key concerns such as severance, health care coverage, vacation pay, and job hunting help. If you don’t, demand for answers will bring productivity to a standstill. 

 

Advise managers to proactively communicate with all employees through one-on-one meetings, group Q&A
sessions and attendance at company-wide meetings. Managers may want to hide from employees so mandate the opposite. 

 

Have a how-to session for managers. Give them language to use when talking to and about departing employees. Give them guidance on how to be proactive about helping employees find new jobs, such as making direct referrals to other contacts, being a reference and giving recommendations. 

 

Be sensitive to the “survivor factor.” Guilt and depression is common among employees who made the cut.  Advise managers to have teambuilding meetings during which departed employees are acknowledged and new goals are set. A bit of “mourning” the old can create closure, clearing the way to reenergizing the group for the task ahead. 

