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Downsizing ..... the right choice?

e What do you do when the economy recovers?
* How will downsizing benefit the organisation?
* In a study done: Downsizing organisations
> Less profitable in that year
> did not recover ROA until 2 years

> Stock prices no better over 3 years

Direct Costs Indirect Costs

Severance Cost of new hires
Unemployment benefits Low morale/loss of trust
Accrued time off Risk adverse employees
Outplacement Short staff during rebound
Vested pension/benefits Loss of knowledge/memory
Administrative costs Heightened insecurity

Costs of rehiring Potential legal liability
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U Survey of over 400 organisations
> 30%: we retain knowledge poorly/not at all
> 49%: we retain knowledge “ok”

> 20%: we are doing well/very well

o Who is responsible for retaining knowledge that is needed?

SO ek dentificd

o Lack of time most used excuse for not doing what should be done: can you afford that?
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Overall Responses for 2009

o
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Change your compensation mix:;

. Replace fixed costs with variable pay

. Review use of LTT’s (part of overall Reward Strategy)

° Restructure benefits: Cash vs ongoing liabilities e.g. Car schemes, medical aid, education support
(TCoE approach)

. But keep an eye on whether still motivating/driving performance

< TIP: Keep a “side-fund” to reward outstanding performance/retain key talent
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One Strategy or many?¢

. Likely to have more than one, e.g. Sales vs Executives

o What other categories of employees should be different? e.g. CSC, Manufacturing, Production

. Changing strategies:
> Sustainability should be a major consideration
> Yet continuous evaluation and refinement are necessary in turbulent times
- what works is what fits — now!
J But continuous change is challenging:
> Employees cool to frequent change

> Administrative resources often limited
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. What one thing do you believe would be the best action to take..... now?

o What stands in the way of doing it?

. Can you remove the obstacles?

THANK YOU
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