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LAYOFF DECISIONS AT TMB

TMB is a relatively small manufacturer of highly specialized ceramic products for the aerospace and military markets.  Their main plant is located in Huntsville, Alabama, close to the Redstone Arsenal and the NASA facility there.  John Sanders joined TMB four years ago.  He had been promoted to Human Resources Director for the plant eight months ago and is the youngest member of the TMB senior management team.


One Friday morning, John had just finished meeting with the head of the Purchasing Department on a new employee.  By the time John returned to his office, there was someone waiting to see him.  After greeting the man in the waiting room, John excused himself and walked into his office, closing the door behind him.  He picked up the telephone and called Ed Poe, the General Manager of the Plant.  Ed's secretary recognized John's voice and put his call through immediately.


"Ed, I have George Cabana in my waiting room.  Would you prefer to meet in your office or in mine?"


Ed paused at the other end.  "That's all I need this morning.  I guess you had better bring him down here.  I suppose we will have to listen to another lecture on the ethics of job discrimination and equal opportunity employment."

 
"OK, Ed, we'll be there in a few minutes."


After he hung up the telephone and walked out of his office, John told his secretary where he would be for the next couple of hours, then greeted George Cabana and guided him towards the door.  "Let's walk down to Ed Poe's office for our discussion."


"That will be fine, John, I like the view from his office better anyway.  Lead on."


Ed was already thinking about the confrontation that was about to take place.  George Cabana was a powerful man in the African American community around Huntsville.  He was a graduate of the Tuskegee Institute, with a master's degree in economics from the University of Chicago, and a law degree from John Marshall.  Not only did the man have the credentials, he had the brains to go with them.  He was a formidable opponent for anyone who opposed the best interests of his people, or at least the best interests as George Cabana saw them.


Ed reflected on an earlier conversation he had had with George several weeks ago concerning an anticipated layoff in one of their production departments.  TMB had been one of the first companies in Huntsville to start a training program for unemployed minorities.  The program had been a success, partially because of the assistance in selection of employees TMB had received from George Cabana.  In all, some thirty program participants were still working for TMB, and performing at above standard production levels.  That wasn't the problem.


The problem lay in the loss of government contracts for TMB products.  As the demand for ceramic products dropped, the company faced a financial squeeze that could only be alleviated by a shutdown of excess plant capacity.  The lines that were no longer operating on contract production would have to be shut down and the employees laid off.


When the rumor got out that there might be a layoff of over 100 employees out of the force of 250 workers, the question of who would be laid off became the central topic of discussion.  Cabana was the first to approach Ed with his suggestion of a "fair" selection process.


"We don't feel that the conventional method of selecting employees to be laid off is fair to the members of the minority groups you have spent so much time and money training.  Wouldn't it be more equitable for all concerned if you balanced each department with the population distribution of the community in which you operate?  For example, we have found that the Huntsville area consists of some twenty-five percent African American and seventy-five percent white citizens. Based on that distribution, each department in your plant should have one African American for every three whites left on the job.  Why don't you consider this offer and I'll be in touch with you soon."


Ed winced as he remembered the discussion.  Now Cabana was back for the response to his suggestion.


The telephone on Ed's desk rang.  He picked up the receiver and said, "I know who it is Patti, send them on in." In a moment the door opened and in walked John Sanders and George Cabana.


"Greeting and salutations.  Why the long face, Ed?  If I didn't know better, I'd think you weren't at all glad to see me.  No doubt you have considered my suggestion for the selection of your employees for the layoff."


"George, you know we can't even consider any proposition that would affect our employees like that.  Some of the men who would be affected are over fifty years old.  If they lose their job here, they would never find another."


"But what about my African American brothers?  Are they really in any better situation?  They are actually in a worse situation: they've been working for you less than a year and can't even draw enough unemployment compensation to make ends meet.  Have you thought about that?!"


George's voice had risen to a roar.  He realized he had lost his cool, and sat quietly for a minute. "I'm sorry, gentlemen.  I don't usually lose my temper like that.  Surely you understand the pressure I am facing from my community.  We must continue to work together.  I went to bat for you when we started the training program.  At that time your corporate image was tarnished, to say the least.  But things have gone well for everyone concerned, until now.  The rumors of the layoff have been causing some real rumblings in the community.  We must find a more equitable way to cut back on your production costs."


"This morning my assistant brought in an article from an economics journal.  That article proposes the same change in the selection of employees for layoff that I suggested several weeks ago.  The economist says that unskilled and semiskilled workers are the last to be hired in an economic boom and the first to be laid off in a cooling off period.  He points out the fact that many of the workers in this group are less expensive per unit of production than typical longer-tenure employees.  It could be an economic advantage for the firm to retain many of the so-called less skilled or experienced workers.  This would keep the labor cost of production lower."


"That's fine, George, and I wish we could help you out by laying off our highly skilled employees to set up the situation you just described.  But there are several problems your economist hasn't considered.  For example, what would your reaction be if you were one of our fifteen-year employees who would be included in the layoff?   George, can't you see that if we start layoffs by any other selection criteria than seniority, we would facing a union in the plant in less than six months.  I know you don't want that.  You have a hard enough time riding herd on the company."


A smile came over George’s wrinkled face. "You have that right!  I've got all I can handle right now.  But we can't let all the hard work we've all done go down the drain because of an economic turn-around that is probably temporary.  Gentlemen, I really need your help on this one.  You must find some way to keep some of the brothers working, so we have a starting point in the future, when the economy begins heating up again.  With this challenge to seek the holy grail, my good and innovative managers, I will take my leave and allow you to find a solution to the problem!"


"We'll do our best, George.  Even if we can't find a better solution, we will do our best."


"Good luck.  Vaya con Dios, mi amigo.  'That's a saying from another minority group.  It means, 'Go with God, my friend.' We need all the help we can get right now."


As soon as George left, Ed turned to John and said, "John, the employees aren't the only ones who will be affected if we change the seniority rules for this layoff.  If our production were to fall the way I think it would, the stockholders would be screaming for our scalps.  That idea doesn't appeal to me at all!"


{adapted from J. R. Glenn (1986), Ethics in decision making, NY: John Wiley, p.64ff}


____________________

FINAL PAPER ASSIGNMENT

If you were the General Manager, Ed Poe, what would you do and how would you implement your decision?  Explain how you came to this position, including application of the full decision-making process we have used in this course.  It is especially important that you describe your reasoning and logic at each step ("think out loud").  I am more interested in your logic and reasoning than I am in the specific content and decisions you make.  However, these two questions are not enough.  Please show me your use of the full decision making process, including how you frame the decision, what alternatives you identify and evaluate, what you decide and why, and how you would implement and stabilize your choice.  [Assume there is no union and labor contract in force.  Assume that you can not completely ignore Cabana and those stakeholders he claims to represent informally.]

PAPER GRADING DIMENSIONS

1. Presents a clear, plausible frame, with a good scope of specific objectives, constraints, & other factors.

2.  Alternatives and Making a Choice:   Identifies a rich range of feasible alternatives, including some with creative ideas beyond the obvious or those suggested in the case. Identifies pros and cons and demonstrates understanding of each alternative.  Makes a choice and explains clearly why.  Recognizes disadvantages and limitations of the chosen alternative, as well as its advantages.

3.  Implementation & Stabilizing:  Describes key action steps necessary to implement the chosen course of action.  Identifies and discusses key implementation issues, obstacles, and unintended side-effects - with ideas about how to manage them and stabilize the actions.

4. Report:  (Has some effect on the grade this time.) This is a credible business report that communicates clearly. The report is organized well, it is internally consistent, and there is a logical flow of analysis and points.  It is well-written, edited, and proofread, resulting in correct grammar, spelling, word usage, punctuation, etc.
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