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ABSTRACT

This thesis will focus on the study of
outplacement in the corporate world. Global businesses
in the decade of the nineties have been faced with
increasing their profits and providing stock holders
with an increase in dividends. 1In this situation the
answer is often to decrease personnel.

The purpose of the study is to investigate how
companies handle restructuring and downsizings. It
will show that companies should have a transition plan
in place to handle such circumstances. Outplacement is
a key to smoothly handle the process of the
terminations that inevitably happen. This study
examines the issues relating to the usage to
outplacement firms, assisting the terminated employees,
as well as the company. It helps the terminated
employees to focus on the future rather than the
traumatic event of a job loss.

Companies gain benefits through reduced severance
packages, lower legal costs, lower unemployment
compensation costs, and improved public relations.
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Reduced productivity and poor morale among the
remaining work force can be a high cost which
outplacement counters.

Career counseling helps the individual focus on
their career goals immediately and learn new ways of
securing employment, including developing a network.
Outplacement can provide a structured environment for
support during this transition period. Because there
is a focus, results are likely to be achieved more
quickly. With professional guidance of career
assessment, preparing a resume, fine-tuning interview
skills, and preparing to market themselves, the
individual can get on with the rest of their life more
guickly. It is, therefore, hypothesized that
outplacement is beneficial to both terminated employees
and the company releasing thenm.

Fifty companies responded to Survey I which was
sent to human resources officials within the St. Louis
area. The questions on this survey focused on whether
the company had experienced a restructuring or
downsizing and the recipient’s experience in managing
it. Survey II was sent to executives of 89
outplacement companies in the United States. Twenty-

four companies responsed. Questions on this survey



asked about the criteria that client companies used to
select an outplacement firm, how long it took
terminated employees to find new positions, and reasons
outplacement is used.

The data was analyzed calculating the mean, mode,
median, variance, and standard deviation. Results
showed that the hypothesis of outplacement being
beneficial to both terminated employees and the company
releasing them appears to be true. However, to
actually prove or disprove this, additional research
should be done asking the terminated employees, both
ones that received outplacement, as well as those that

did not, their opinions.
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Chapter I

INTRODUCTION

Introduction

In today’s workplace both employers and employees
are finding themselves in an atmosphere of uncertainty.
No longer do employees feel that they will work for the
same company for a life time as perhaps their
grandparent did. Employees may find themselves
suddenly unemployed or employers may find themselves at
the crossroads of having to decrease personnel and
suddenly dismiss workers. When and if this happens
they should have a plan established in advance so this,
sometimes overwhelming, event does not take them by
surprise. Outplacement is a key to smoothly making
this transition and working with companies to have a
plan for such events.

This study will examine the issues related to the
usage of outplacement by companies terminating
employees. It will show that it does benefit both the
company and the terminated employees, off-setting the
expense to the company. In an era of organizational
changes, companies must be prepared to deal with
change. They must be sure that the employees affected
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by the change are also dealt with in a humane way. The
policies and practices of the company at such a time
will affect terminated employees, employees remaining,

the company itself and the community at-large.

Organizational Change

"GM to Offer Job-Hunting Leaves in Effort to Ease
Out White-Collar Workers" (White Al) and "Help for the
Post-Layoff ’Survivors’" (Morin A3) are common
headlines these days. Many St. Louis companies, like
McDonnell Douglas, Monsanto, and General Motors, and
corporations across the nation like Sears, IBM, and
R.R. Donnelley are reducing their work-forces or
closing plants. Corporate downsizing, restructuring,
reorganization, and early retirement, terms almost
unknown five years ago, are part of the normal
employee’s vocabulary in 1993. They are mentioned in
newspapers almost on a daily basis. To reduce costs
corporations usually look closely at personnel related
expenses which are often one of the highest
expenditures in the budget.

The Wall Street Journal recently reported that IBM

scheduled a special board meeting to consider a massive

new round of asset sales and dismissals of employees



(Miller and Hooper A3). Although IBM has never made

such cuts in their history, their decline in sales
forced them to do something to cut expenses in view of
their market share decline. Companies, large and
small, are undergoing much change and transition.
"Philips Reports Big Loss for ‘92, Plans Job Cuts" was
the March 5, 1993 headline about Philips Electronics
cutting jobs (Hudson A8). 1In similar circumstances
Northrop Corporation found that with cuts in defense
spending, they too would have to cut their staff. The

Wall Street Journal reported on September 21, 1992

that:

Northrop Corporation, Los Angeles, CA, will
significantly reduce its work force during
the next three and one-half years, but the
firm backed off an earlier estimate that
6,500 workers on its B-2 bomber program could
lose their jobs. The program, which employs
about 12,500 of the company’s 34,000 workers,
will shrink rapidly under federal budget
cuts. Most of the reductions will occur in
1994 and 1995, with only a few hundred jobs
being eliminated in 1993. Meanwhile, the
company currently is hiring workers for some
programs, such as its subcontract work for
McDonnell Douglas Corporation on the F/A-18
fighter jet. (Northrop 5)

In 1988 at TRW Inc’s Space and Defense Sector,
Human Resources Chief Jeffrey Wilkens was faced with a

new position which coincided with company layoffs after



a seventeen year period of growth. He acknowledged,

"We didn’t have the right policies and procedures in
place to handle any kind of downturn." The company had
to formulate options such as early retirement and
voluntary terminations, and put into place outplacement
services. TRW’s Space and Defense sector then cut
twenty percent of its work force (Drake 32).

Employees of all levels, in corporations of all
sizes, are nervous about the future. VYears ago an
employee began working at a company such as Anheuser
Busch and felt comfortable that they would work there
the rest of their working life. No longer is that the
case. More often than not, an employee will work at
several companies.

Where in years past, employment lines were blue-
collar manufacturing employees, now they are mixed with
many white-collar workers. Once plants reopened and
business picked up the laid-off workers were called
back. In the current recessionary environment, white-
collar employees make up a good proportion of the
employment lines. Jobs have been eliminated through
reorganization and there is little hope that employees
will be called back (White Collar Job Search 1).

Workers are not guaranteed a job. "Employees get



laid off whenever operating expenses must be trimmed.

They are canned in batches when business turns sour.
Individual workers are terminated for good reasons, and
sometimes for no reason at all" (Coulson 4).

Change is difficult for all people. There are
changes all around us. As a democratic nation, the
United States voted a change in the Presidency in 1992.
Changes in medicine affect people almost daily. There
are new surgeries, drugs, and breakthroughs in
diseases. Changes in jobs offer little security.
Hochheiser says:

According to United States government

statistics: the median length of job tenure

is about four years, as many as ten million

of us become unemployed in any given year,

while another ten million take on new

occupations during the same time period. Much

of the transience has followed from a wave of

takeovers, mergers, and restructurings that

has struck the corporate world in recent
years. (16)

Corporate Strateqgy

Throughout the world corporations are undergoing
reorganizations, including termination of employees, in
response to competitive cost pressures, the need to
provide stock holders with a profit, and to eliminate

redundant positions which may be caused by a merger or



new technologies.

Releasing employees is traumatic to all people
involved. This includes those delivering the message,
those being discharged, and even those who remain. In
response to the trauma of dismissal, many corporations
are developing strategies. One such strategy is the
use of outplacement firms to handle the transition
between dismissal and reemployment.

Whereas outplacement can be a great expense, as
much as 15% of an employee’s salary, the results
usually outweigh that expense. Whether it is in a
situation where one employee has been dismissed, or in
a large layoff, outplacement can be beneficial to the
terminated employee, as well as to the company.

To keep costs lower, outplacement firms provide
group career transition counseling. This can include
several days of intense counseling, providing the
individuals in the group with assistance in approaching
the job search in a positive manner with valuable tools
such as a current resume, interview techniques, and how
to go about finding a job in the marketplace. Costs
for group counseling can be less than $100 per person
(DeMoss 13).

Some companies choose to do nothing for employees



released. Managers may appear at the desks of

employees telling them to remove all personal items and
then escort them to the door as it is their last day, a
rather crude method, but one sometimes used (Morin and
Yorks 8).

Companies may not be as cold hearted as dismissing
employees without notice, but often there is little
support or time allowed for them to adjust their
thinking to being without a job. A company dealt with
several managers let go over a period of a year in
different ways. Four were escorted off premises
immediately, some were able to clean out their desks
and be gone by the end of the day, several were allowed
to use the office facilities for a period to look for a
job, and one was allowed to use his secretary to take
messages for him for sixty days (Morin and Yorks 8).

Boatmen’s First National Bank began planning in
1988 for a planned 1989 merger with Centerre Bank of
Kansas City. They knew this would be a time of
transition. They implemented a newsletter to all
employees and conducted "Managing Change" training
which dealt with emotional issues. They methodically
approached their plan for all employees, those that

would remain and those who would leave. Employees
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accepted this favorably as they saw that cuts would not
be made randomly, but well thought through. In the
end, only twenty employees were terminated. In the
planning, Boatmen’s had filled vacant positions since
1988 with temporary employees. When the merger took
place they were able to let the temporary workers go
and offer those vacant jobs to permanent employees.
Because they had planned, the massive layoff that had
originally been threatened was averted (Boatmen’s First
National Bank’s "People Investment" Paid Off 1).

Often the releasing of employees can be callous,
but there are humane ways to treat dismissed employees
as seen in the Boatmen’s scenario. Companies need to
plan and know where they are going in this area before
the time for terminations occurs. Setting up a policy
will help alleviate many problems that can occur.
Policies should include executives and all other

employees.

Outplacement Counseling

Outplacement is a valuable tool in the downsizing
of companies. Many companies provide outplacement
counseling as a major severance benefit to assist

employees who are let go from their jobs, whether it is



a plant closing or a downsizing because of new

corporate strategies or the economic conditions at the
time. Outplacement involves helping people market
themselves into satisfactory new jobs. Usually a
career assessment is completed with a psychologist
which will aid in assisting the employee in defining
his career objectives (Morin and Yorks 201).

Career counseling assists terminated employees by
getting them focused in the right direction. The goal
of the consultant is to rebuild the candidate’s
confidence toward obtaining another job. The
consultant does not provide the job. It is up to the
individual to do that. As one consultant put it, "We
are the coach, the candidate is the player. We develop
the strateqgy, he carries the ball" (Coulson 37).

"The process of outplacement has four main phases:
neutralizing the trauma, rebuilding the ego, planning
the job campaign, and knocking on doors" (Kingsley 97).
The employee will go through a period where they feel
inadequate and insecure. They will need extra help in
going through this phase. To rebuild a person’s ego
takes time. This phase can be accomplished through an
evaluation of their career, their dislikes and likes,

and other helpful information that will help in
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compiling a resume and getting the person on the right
track to pursue another job.

Professional assistance at such a time is very
important to get the employee focused in the right
direction. Trained professionals counsel laid-off
workers in dealing with their feelings of depression,
anger, and stress in being discharged from their jobs.
These firms also provide help in preparing terminated
employees for their job search while minimizing the
trauma associated with the termination. Establishing
goals, writing resumes, developing a networking systen,
and learning how to make contacts are also important
parts of the program. There may be individuals that
would choose to pursue their own business or go into
consulting. This may be a time to begin to channel
their efforts in that direction. Others may be looking
to retire and this can be a stressful transition which
outplacement firms can assist in making easier.
Relocation is a key issue in situations of large
downsizings. In more specialized industries and
positions, employees may have little choice but to
relocate if they wish to remain in their field of
expertise. This can be particularly stressful when a

spouse with a separate career is involved or all of the
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employee’s family relationships are in the same area

(Morin and Yorks 12).

Outplacement firms

Outplacement firms such as Drake Beam Morin, Human
Resource Management, Right Associates, The VanDover
Group, and Career Search Consultants are found
throughout the United States. Many have offices in
several major cities. "The firms provide very
individualized psychological, analytical, and technical
support during the transition period" (Hosier 69-70).

Outplacement firms have been providing career
transition consulting for many years. Drake Beam Morin
became involved in this challenge of assisting
terminated employees during the late 1960s (Morin and
Yorks back cover). Consultants are trained to meet the
needs of not only those employees who find themselves
terminated from a company, but also in career
counseling with those people who are looking for
assistance in career management or a career change.

Outplacement firms are used for downsizing and
also for mergers and acquisitions. Whether a company
is discharging one employee or there is a major staff

reduction, it is essential to have it done smoothly
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with as little interruption of the regular schedule of
remaining employees as possible.

Consulting firms are able to assist companies in
all the details of terminations. Pre-termination
consulting is provided to the company and a consultant
is available to meet with the terminated employee
immediately after notification of discharge. The
outplacement firm also provides recommendations on how
to communicate the news to the employee, where it
should be communicated, as well as the training of

managers on how to terminate employees (Taft 9).

Developing a transition plan

Companies provide outplacement for many reasons.
Terminating employees is an unpleasant task and often
causes anger. The outplacement firm will encourage the
employee who is suddenly unemployed to focus, not on
the anger, bitterness, and shock, but on the positive
aspects of a career transition. Counselors should be
available immediately to help the employee at a very
sensitive time. It is recommended that the employee go
from being told of the termination into an outplacement

program immediately (Gibson 21).
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educ sts

Although the costs of such services can be high,
the positive financial payback is realized through
reduced severance packages, lower legal costs, and
lower unemployment compensation costs. Outplacement
programs accelerate the job search process and usually
the terminated employee finds another position faster.
There is also reduced potential for discrimination and
EEOC lawsuits as employees focus their thoughts and
energy on the future rather than the past. Counselors
can diffuse terminated employee’s negative feelings,
focusing them on the future rather than the
termination. Reduced productivity among the remaining
work force can be a high cost which outplacement can
assist with by helping rebuild the confidence and trust
of those employees (Morin A3). A study conducted by
the St. Paul Fire and Marine Insurance Company suggests
that:

while downsizing may tempt companies to

maintain productivity by heaping on extra

work, in fact, making employees slaves to

their jobs may instead run counter to

promoting a satisfied, productive workforce.
(How Stress Affects Burnout 8)

The purpose of the outplacement firm is to provide
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the employee leads through job sourcing and assist
individuals in preparing and marketing themselves find
a suitable position. They are taught job search
strategies which include techniques for finding jobs.
Job seekers need to learn to think like a hiring
manager, planning their strategy accordingly (Feinstein
5).

Choosing an outplacement firm takes thorough
research and is not a decision to be made quickly. A
company should first know what it wants and then can
intelligently look for the firm that will best meet
those needs. 1In order to be considered successful, a
good outplacement firm should:

smooth the termination process, reduce the

chance of lawsuits, improve employer-employee

relations, enhance company morale, improve

the image of the company, aid in

restructuring a company to improve

productivity and profitability, solve

problems of promotion, channel communication

between employee and employer, and reduce the
cost of termination. (Kingsley 91)

Public relations

Outplacement is good for public relations. It
communicates to the community that the company is

concerned for its workers. This is especially



15

important for a large company (Kingsley 92). The
outplacement also serves to improve the morale of the
remaining employees. Even if there is a significant
number of employees let go, the outplacement can prove
that management does want to assist those employees
during a very rough period. When fair treatment is
provided it also helps in the recruiting which will

happen in the future.

Developing interviewing skills

Interview skills are worked on through one-on-one
coaching and through videotaping. The individual is
assisted in developing a market plan to focus on types
of companies and identifying the best channels for
getting interviews. They are assisted in putting
together cover letters, thank you letters, and
assisting in other related documents. Often an
outplacement company will provide a computerized data
base with companies across the country listed. Usually
a library is available with books such as Sorkins
Directory of Business and Government, Dun and
Bradstreet, Encyclopedia of Associations, Corporate
Affiliations, Manufacturing Directories, and other

technical books associated with the business of the
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firm that is terminating employees. Weekly and monthly
journals and magazines, local and out-of-town
newspapers, and trade journals provide a source of job
opportunities that the normal person would not have

access to on their own (Morin and Yorks 169).

Job campaign

Planning the job campaign will bring the person
into focus with where they are going. They need to
prepare a sales campaign to sell themselves. Part of
this is preparing a resume, honing their interview
skills, and even learning how to dress to present
themselves in the most positive manner. After several
weeks of intensive preparation, the candidates are
ready to present themselves. They have been networking
with people that they know from the past and the
present and now are ready to send out resumes to many
people as a result of these contacts. The outplacement
company can provide much assistance in this area as the
candidates search for contacts in both the advertised
market as well as the hidden market of unadvertised
jobs.

It isn’t just the blue-collar workers that
are being terminated in the downsizings. The
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Bureau of Labor Statistics estimates that
between 1981 and 1986, almost 500,000
executive, administrative, and managerial
personnel lost jobs they had held for at
least three years. Ford and Chrysler alone
cut more than 50,000 white-collar jobs. The
pattern was repeated in companies like AT&T,
Bank of America, Kodak, Polaroid, and Exxon,
where such moves historically had been
inconceivable. (Grayson, Jr. and O’Dell 172)

Summary

In today’s workplace both employers and employees
are finding themselves in an atmosphere of uncertainty.
The key to a smooth transition is preparing for the
restructuring. This is imperative to a smooth
transition in such a time of upheaval. Determining
ahead of time the company’s policies and goals will
provide a basis for getting the employees, both the
ones that are let go, as well as the ones that remain,
through a difficult period. The overall performance of
the organization comes through its people; therefore,
it is imperative to treat them with respect and in a
professional manner. Communicating to employees and
making them part of the overall goal is important if
the company expects them to assist in reaching it.
Employees may find themselves suddenly unemployed or

employers may find themselves at the crossroads of
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having to decrease personnel and suddenly dismiss
workers. When and if this happens they should have a
plan established in advance so this, sometimes
overwhelming, event does not take them by surprise.
Outplacement is a key to smoothly making this
transition and working with companies to having a plan
for such events.

This study will examine the issues related to the
usage of outplacement by companies terminating
employees. Hopefully, it will show that it does
benefit both the company and the terminated employees,

off-setting the expense to the company.



Chapter II

LITERATURE REVIEW

Help Through the Transition

There are many benefits from using career
transition counseling or outplacement. There are
benefits to the company, the employees who remain, the
individual leaving the organization, and to the
community. It helps the company by providing it with a
way to take decisive action where appropriate in
terminating employees legally and sensitively.

Because there can be legal risks in the
termination process it can cost a company thousands of
dollars if not handled properly. Outplacement can
reduce these costs by training managers how to release
employees humanely and legally, diffuse the employees’
negative feelings and focus them on the future, and
help the employees make a career transition more
quickly (Benefits of Career Transition 2).

It can also preserve the image of the company in
the community. The community and the remaining
employees see that the terminated employees are being

treated with respect and fairness. This shows that the
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Figure 6
Age of Padticipants from Outplacement Firms (Survey 1I)

[ ] (58.3%) .
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(37.5%)

at the executive level, to whom Survey II was
sent, may represent an older population.

TABLE 1

Titles of Survey Respondents to the
Outplacement Questionnaire (Survey I)

" # of
respondents Title
Owner
President
Sr. Vice President, Human Resources
Vice President, Manufacturing
Vice President, Human Resources
Director, Human Resources
Director, Compensation and Benefits
Dir., Personnel Admin. and Benefits
Director, Personnel Services
Corporate Manager, Human Resources
Manager, Human Resources ;
Mgr., Human Resources and Payroll
Manager, Employee Relations
Manager, Compensation
Human Resources Leader
Personnel Specialist

— et et et e O = B e e B o e LD B

Figure 7
Gender of Participants (Survey II)

[Mae | (83.3%)

] (16.?%}

110

Men represented 83.3 percent of those returning
Survey II (Figure 7). Those holding graduate
degrees, masters or doctorate, were 50 percent
(Figure 8). The titles of these individuals are
listed in Table 2. The mean number of years
these executives had been in the outplacement
field was twelve years. The range extended
from five to 22 years. Previous occupations
included human resource, corporate, and
marketing executives, consultants, professors, a
psychologist, a YWCA program developer, and

a military person.

Figure 8
Education of Participants (Survey II)

(33.3%)

[Masiem ] (41.7%)

 (16.7%)
(3‘3%}

TABLE 2

Titles of Respondents of Questionnaire
to Outplacement Firms (Survey II)

# of
respondents  Title

1 Owner

4 Chairman of the Board
1 Principal, Co-founder
l Partner

15 President

1 Managing Director

1 General Manager

Data from Survey II showed the average
number of consultants in an office to be 24.2.
The range extended from three to 250. There
were small companies with only one office and
larger ones with as many as 160. The average
number of offices per company was 18.7. A
consultant’s load ranged from three clients to 35
with the average being 18.7 per consultant.




Survey Questions

The questions of Survey I focused on whether
the company had experienced a restructuring or
downsizing. Questions included the recipient’s
experience in managing restructuring, as well as
the results of services provided. The questions
included what outplacement firm was used, if
any, whether the company provided a career
center, cost of the service, whether
outplacement was provided for select employees
or all that were affected, and reasons the
company provided outplacement service. In
addition, questions were asked about the cost
effectiveness of providing this service and
whether they felt the cost was justified and
why.

The questions on Survey II approached
outplacement service from the provider’s
viewpoint. It asked what they felt was the
criteria that clients used to select an
outplacement firm, how long it took terminated
employees to find new positions, and reasons
outplacement is used.

Increase in Outplacement Usage

There has been an increase in outplacement
usage over the past 20 years, although some
firms indicated that it decreased slightly over
the past year. Seventy-eight percent of the
companies have gone through one or more
restructurings or downsizings within the past
ten years. Many had experienced it several
times. Eighty-one percent of those restructuring
had reduced their headcount during this period.
Others dealt with the restructuring by not
replacing employees who left or reducing the
hours of employees.

The number of employees released ranged from
one to 15,000. Reductions were through
termination, layoff, attrition, and retirement.
Seventy-nine percent provided outplacement
service for terminated employees with 77
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percent being from outside outplacement firms
and 23 percent from in-house outplacement.
The reasons for not using an outplacement firm
were the high cost, companies sticking to their
old way of handling such events which did not
include outplacement, use of in-house service,
and employees retiring so it was not necessary.

Outplacement Firms

Drake, Beam and Morin was used by 64
percent of the companies; 50 percent used
Human Resource Management Corporation, 22
percent Right Associates, and 14 percent Lee
Hecht Harrison (Table 3). Forty-three percent
used more than one outplacement firm.

TABLE 3
Outplacement Firms used by Participants

(Survey I)
Drake Beam Morin 64%
Human Resource Management Corp 50%
Right Associates 22%
Lee Hecht Harrison 14%
AAIM 7%
Davis & James 4%
Grant Cooper 4%
Wm Meyer Career Counseling 4%
J.Reed Belt & Associates 4%
State of Missouri 4%

The number one factor in choosing an
outplacement firm was cost effectiveness (24.3
percent). This was followed by the reputation of
the firm, quality of the service provided,
location, range of services offered, skilled
counsellors, facilities and resources, results,
flexibility to meet the company’s needs, and
career center availability (Table 4).

Survey II provided the criteria that
outplacement firms felt were important in the
selection process used by companies. The




TABLE 4

Major Criteria Used in Selecting
Outplacement Firm (Survey I)

. 00

112

TABLE §

Major Criteria Outplacement Firms Indicate
Used in Selecting Their Service (Survey II)

Cost Effectiveness 24.3%
Reputation of Firm 15.2%
Quality of Service 13.6%
Location 12.1%
Range of Services Offered 10.6%
Skilled Counsellors 9.1%
Facilities/Resources 6.1%
Results of services 4.5%
Flexibility 3.0%
Career Center Availability 1.5%

number one criteria indicated was the range of
services available versus the cost selected by
the actual companies using outplacement firms.
Range of service was followed by quality of
service, skilled counsellors, cost, location,
reputation, availability, facilities and resources,
results, trust, and networking (Table 5).

Outplacement Helpful

Ninety-seven percent of the corporations felt the
outplacement program was helpful to employees
leaving their company and 93 percent felt that
the terminated employees appreciated the use of
the service. Seventy-seven percent felt the
program was helpful to the remaining
employees in maintaining a positive attitude
through a difficult period. One hundred percent
felt the outplacement program addressed the
concerns that were most important to them.

Qutplacement companies in Survey II indicated
that 100 percent of the employees appreciated
the use of their services. The survey also
showed that 69 percent of companies provide
outplacement for executives, 53 percent to all
exempt employees, and approximately 29
percent to all employees.

Range of Services 19.6%
Quality of Service 16.4%
Skilled Counsellors 14.8%
Cost Effectiveness 13.1%
Location 11.5%
Reputation of Firm 6.6%
Availability 4.9%
Facilities/Resources 4.9%
Results of Services 33%
Trust 33%
Networking of Job Opportunities 1.6%

The number of displaced employees that found
new positions through outplacement averaged
70 percent in Survey I. This corresponded
similarly with the results of Survey II which
resulted in approximately 74 percent finding
positions within the first six months.

Outplacement Firms Successful

Only one company indicated they would not use
the same outplacement firms again if they had
another staff reduction. This company felt the
company had changed their quality. Two
companies indicated they may use the same
company; however, they would get competitive
bids prior to making their decision. Reasons
for staying with the same firms included:

® outplacement company had done a great job
for them

e familiarity with the "drill"

® performance met expectations

e effectiveness

® pood feedback and appreciation of the

program by participants

working relationship already established

strong performance

® good results.




Cost of Outplacement

The cost of outplacement varies considerably.
Many companies in Survey I did not answer the
question regarding the cost of the service. Of
the sixteen that did, the average cost of the
service for employees, excluding top
executives, was $2,359. Two companies
responded that their cost was fifteen percent of
the employees’ compensation.

Survey II respondents indicated that the average
cost per individual in a group session is about
$672. This cost varies depending on the
number in the group, the length of the
seminars, and the follow-up counseling
provided. The cost per individual on a one-on-
one basis averages about $4,700 (excluding
senior executives) with a range of $2,250 to
$8,000. The average cost for a senior
executive is about $11,500. Costs provided
were estimates, as most companies base their
rates on the individual’s gross salary.
Percentages ranged from ten to 20 percent.
Some include bonuses and other parts of the
compensation package when figuring their rates.
Costs ranged from $3,000 to $25,000.

Forty-five percent of the outplacement
companies indicated it takes one to three
months to find a new position and 55 percent
from three to six months (Figure 9). According
to the survey the average executive takes from
one to twelve months to find a new job with 52
percent of the total from six to nine months
(Figure 10).

Cost Effective

Eighty percent in Survey I said they felt that
outplacement was cost effective and 55 percent
felt that their company saved money by using
an outplacement firm, with 45 percent saying
“no" to saving money using outplacement. In
spite of the fact that the company may not be
saving money, it appeared that in the long run
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Figure 9
Average Time for Non-Executive to Find Position (Survey 1)

(45.0%)
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Figure 10
Average Time for Executive to Find New Position (Survey I1)

(52.0%)

(8.0%)
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it was the best way to handle employee cuts
effectively.

Ninety-two percent of the outplacement firms
felt that in the long run companies saved money
by using outplacement. One firm commented
that outplacement had become a cost of doing
business as an expense reduction technique.
The main reasons are listed in Table 6, with the
top reason being a genuine concern for the
individual being discharged.

Table 7 lists the reasons why companies
selected an outplacement firm to assist with
their staff reduction. The top consideration was
the feeling that it would help the morale of the
employees retained by the company. In
responding to the ranking of the elements
provided as a part of the outplacement program,
Table 8 details the main provisions.




TABLE 6

Reasons Companies Use Outplacement
(Survey II)
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TABLE 7

Reasons for Using an Outplacement Firm
(Survey I)

1. Genuine concern for employee/humane

treatment 54%
2. Less chance of terminated employees
filing a lawsuit against the company 38%

3. Training managers and supervisors on
proper termination interview techniques 38%

4. Good public relations 33%
5. Feeling that it would help the morale
of the employees retained 29%

6. Less unemployment compensation paid 17%

Career Centers

Career centers are growing in popularity and 25
percent of the companies used them to assist
employees in finding new positions. Firms in
Survey II estimated the average number of
companies using career centers to be 20
percent.

Outplacement firms determined their
performance in assisting displaced employees
primarily through evaluations and feedback
from the candidates. Although some received
feedback from the companies hiring them, one
respondent said that once the terminated
employee is in their hands, the company no
longer wants to think about them. That did not
seem to be the feeling of others who stated that
the primary reason companies use outplacement

is because of genuine concern for the employee.

Other factors used to determine success are the
quality or level of job the person gets and if it
matches the objectives set early on in the
search, placement rate, no lawsuits, repeat
business from sponsoring companies, survivors
attitudes, and annual follow-up. One firm
indicated they did not determine their success.

. Feeling that it would help the morale

of the employees retained 46%
2. Less chance of terminated employees

filing a lawsuit against the company 40%
3. Good public relations 30%

4, Training managers and supervisors on

proper termination interview techniques  22%
5. Right thing to do for the employees that

are terminated 18%

TABLE 8

Elements of Outplacement Program

ELEMENT VERY HELPFUL LITTLE NOT
HELFFUL HELP HELFFUL

Resume 19 6 0 0

Preparation

Network 11 14 0 0

Preparation

Interview 17 7 1 0

Training

Campaign 13 10 2 0

Planning

Morale of 6 15 1 1

Remaining

Employees

Reduction 5 10 7 0

of Legal

Recourse

Mean 11.83 10.33 1.83 A7

Variance 5.36 2.18 1.16 .03

Standard 232 1.48 1.08 i

Deviation




Summary

Outplacement has experienced rapid growth
since its beginnings in the 1970s. Whereas in
years past this service was used mainly for the
termination of employees because of
performance problems, it is now being used in
areas of eliminating unneeded positions due to
numerous reasons, usually at no fault of the
employee.

With 78 percent of the surveyed companies
going through restructuring or downsizing more
than once, it reveals that downsizing appears to
be a happening that has continued, and will
continue as companies make changes. Shifting
of personnel and letting employees go is part of
business. One respondent in Survey I indicated
that whatever the cost in dollars, outplacement
should become a part of the cost of doing
business.

In terminating employees, 77 percent of the
companies engaged the assistance of an
outplacement company. Because of the threat
of terminated employees suing the company due
to their termination, many companies felt the
advantage of having an outplacement firm deal
with the employees would save them money in
the long run. In addition, these employees
would be focused on the future and in the
direction of finding new employment rather
than dwelling on the past.

Cost was the top consideration (24.3 percent) of
a company selecting an outplacement company
(Table 4). Cost was fourth (13.1 percent) in
the list of reasons outplacement firms felt was
important to companies in the selection process,
the first being the services provided (Table 5).

Since only one of 27 companies (3.7 percent)
indicated they would not use the same
outplacement firm they previously used, it
appears that the firms were successful in
meeting the needs of the companies that
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selected them. Ninety-seven percent of the
corporations felt the outplacement program
helped those people that were discharged. It
was also felt that 93 percent of those receiving
the benefits of the program appreciated it.
Outplacement companies responded that 100
percent of the departing employees appreciated
the services, which could be expected as their
response in that they provide the service.

Not only was it helpful to the employees
leaving the company, but 77 percent felt the
program was helpful to the remaining
employees. It helped in maintaining a positive
attitude toward the company, as well as the
morale of those employees. Cost can be
difficult to measure, as can the impact on the
survivors left at the company. Morale and
productivity are two important aspects of
assisting the remaining employees. They, too,
must be kept in the communication loop more
than ever.

The speed of finding a new position is
beneficial to both the terminated employee,
retained employees, and the company. It shows
concern for all, reduces unemployment
compensation due to the person finding a new
job faster than without the outplacement, and
focuses the employee on the future, rather than
thinking negatively about the job just lost.

One of the aims in using an outplacement firm
is to avoid legal costs. Since the terminated
employee is focused in a positive direction,
establishing new goals, working on a new
resume and interviewing skills, and developing
a network system, it takes the focal point away
from a possible lawsuit. Sessions are held to
help cope with the stress of the situation and
other helpful things at this crucial time.

Community image can be a very fragile thing.
Assistance to the employees let go can help in
smoothing over what could be a very touchy
situation.
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