
 

 

   ISSN(Online) : 2319-8753 

                                                                                                                                                                   ISSN (Print)  :  2347-6710 

International Journal of Innovative Research in Science, 

Engineering and Technology 

(An ISO 3297: 2007 Certified Organization) 

Website: www.ijirset.com 

Vol. 6, Issue 10, October 2017 

 

Copyright to IJIRSET                                                       DOI:10.15680/IJIRSET.2017.0610215                                             21015 

 

Concept of Downsizing  

Prasun Kumar
1 

Department of Management, Galgotias University, Yamuna Expressway Greater Noida, Uttar Pradesh, India
1 

prasun.kumar@Galgotiasuniversity.edu.in 

ABSTRACT:Downsizing is the persistent decline in the workforce of a corporation by removing unproductive 

employees or units. Downsizing is a normal corporate procedure typically related to economic downturns and 

market collapse. Jobs are the most rapid means of cutting prices, and a whole company, sector or division is often 

able to sell properties during market consolidation. It is not necessarily unintended to downsizing. It is also used at 

other stages of the business cycle to create leaner, more efficient businesses. Eliminating any part of 

an organizational structure that is not directly adding any value to the final product is a production and management 

philosophy known as lean enterprise. Downsizing can also be carried out to align the firm's skill and talent with the 

broader market. 
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I. INTRODUCTION 

Downsizing workers has been an integral part of corporate life over the last few decades. Global economic demands 

and changing demand dynamics have forced businesses, including those affiliated with human capital, to evaluate 

their cost systems critically[1]. Once mostly limited to the United States, the loss in workers in many countries has 

become the norm over time. By the ongoing crisis the majors of the downsizing is exacerbated. There has been a 

large amount of work cuts. In the USA alone, the number of jobs estimated to be rising in the near future is over 6.5 

million "downsized" since the recession started in December 2007. The United States in 2008 The Labor Statistics 

Office reported 21,137 "mass layoffs" with over two million worker cuts in the United States. Many economies have 

had their share of work losses, even nations that historically have shunned downsizing activities. In recent year the 

number of workers in countries like Japan, Hong Kong, South Korea and Taiwan has fallen considerably. Also 

China's economic juggernaut, with heavy layoffs in different industries (e.g. export-oriented corporations and labor 

intensive small enterprises in Chinese coastal zones), has been affected. In Europe as well, wider redundancies have 

become prevalent, and in many countries contribute to an increase in unemployment.For eg, between March 2008 

and March 2009 in Ireland the unemployment rate has risen from 5.6% to 10.6%, while during the same time Spain 

saw its numbers increase from 9.5% to 17.4%[2]. In the last few months, companies in a vast variety of sectors have 

relied on significant workforce reductions. In reality it is legitimate to consider workforce decline as one of the most 

far-reaching and critical management challenges of the present era due to its scale and effect. 

Given the high importance of the decline in employees and their consequences, it is not shocking that both the 

scholarly and common business news have been heavily affected by the decrease in employees. As well as the rise 

in scholarly studies, downsizing has also been extensively discussed by the media[3]. "Experts" have recently 

debated whether downsizing workers yield anticipated gains in the form of reduced wages and increased efficiency. 

While businesses often perceive reduction in size as a way to boost efficiency, the fact is that attempts to reduce 
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scale often fail to meet desirable economic goals. While reductions in physical and human resources or capital may 

require reductions, our appraisal is focused on the reduction of workers, which involves reduced staffing in the 

business climate.More formally, we describe downsizing as follows after examining predefinitions: downsizing 

workers is a proposed group of organizational policies and procedures aimed at decreasing staff with a view to 

enhancing corporate efficiency[4]. Author see downsizing as a deliberate event that incorporates a variety of 

corporate strategies and initiatives to boost business efficiency by reducing personnel 

II.LITERATURE REVIEW 

1. Downsizing: 

In the last 25 years, a substantial number of studies on the decline of organizations has been performed on two key 

research subjects that researchers consider. What precipitates the downsizing of employees? And (2) what do 

decreases behavior/behavior/organizational efficiency from the viewpoint of the individual? This segment focuses 

primarily on the impact of reduction on perceptions and actions of individual workers. First of all, author will 

discuss the downsizing policies used by businesses[5]. In the second section the predicted and possible economic 

effects are quickly outlined for small companies. Finally, observational research would be reviewed concerning the 

consequences on remaining workers (managers and non-managers) of the organizational decline[6]. 

2. Downsizing Strategies: 

Three ways have been identified to minimize implementation strategies: staff cutbacks, corporate restructuring and 

structural approaches. The plan for slashing workforce focused on reducing the number of workers and employed 

strategies like lay-offs, retrenchments, early termination, natural turnover, freezing, procurement deals, transfers and 

outsourcing[7]. Secondly, job redesign approach focused on reducing the number of workers, rather than slashing 

the number. Tactics such as reduction of responsibilities, organizational ranks, offices or branches, restructuring of 

activities and consolidation units were included. Thirdly, the systemic approach centered on the workers' workplace 

culture, perceptions and beliefs. Previous reports have found that most companies have used methods to decrease 

staff, while layoffs are the most effective way to reduce their workers' size[8]. 

3. The expected and Actual Economic Consequences of Downsizing: 

For a variety of factors, companies implemented decreases in production, efficiency and competitiveness of 

organizations, the main reason being. While efficiency concerned the ability of an organization to do something 

different, efficiency means the ability of an organization to do the right things to thrive. Among the anticipated 

effects of organizations, the positive implications in terms of cost efficiency considerations were downsized[9]. 

Organizations are listed as lowering labor costs by reducing the efficiency of workers.Low cost rates, higher 

investment yields, higher income and equity values included anticipated economic benefits. The companies were 

able to increase their shareholders' worth, even because of their economic gains. In addition, lower overheads, 

smoother connectivity, improved entrepreneurial activity and enhanced efficiency were other advantages as a result 

of reduction. Additionally, advantages for the least senior, the less management tier and the flatter hierarchical 

systems can be realized in the form of lower hourly wages. 
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4. Impacts of Downsizing on surviving employees: 

This section will examine the impacts of organizational downsizing on two categories of employees, namely 

managers and non-managers. 

4.1 Impacts on surviving managers: 

A variety of experiments have been carried out to determine the consequences on administrators of downsizing. The 

following research discusses observational findings on the effects of workplace downsizing for remaining 

administrators[10]. In particular, three major aspects have been identified: lengthy working hours, improved 

working regimes, broader positions and obligations, and management's job. The managers' attitudes towards 

corporate downsizing will consequently also be discussed. 

4.2 Longer Working Hours and Intensified Work Regimes: 

In a research, middle managers with UK downsizing expertise were studied, and their positions and nature were 

affected by these experience. Two stages of data processing have been separated. Step 1 featured a total of 50 case-

study organizations, with main administrators (senior management and HR) and middle management interviews. 

During Phase II, up to ten interviews with middle executives in ten companies from the initial cohort were 

extensively examined. The research included a diverse variety of organizations including energy, brewing, finance, 

municipal authorities, health care, the military, civil services departments, construction, infrastructure, music, retail 

and delivery services from public and private sectors. Interviewed administrators indicated longer working hours 

and expanded labor schemes. The amount of hours employed, even in work and at home, during the nights and on 

weekends increased considerably. Most bosses, however, pointed out that their preference and the desire to do 'jobs' 

instead of presenters and to risk lack of work was the result of this long working hour. 

4.3 Wider roles and responsibilities: 

There have been two sentences of data processing. In the first phase, a senior manager and, on average, a middle 

manager was interviewed by eight general case studies. The second stage of the study included interviews with 20 

middle management in the four case trials, two or three general managers, the staff and trainers and the leaders of 

the labor union in the public sector, one tech corporation, one automobile company, a new public sector and an 

automotive spare company. The findings of the interviews found that medium-sized management roles were more 

common, had more duties and responsibilities. 

III. CONCLUSION  

In short, the corporation, in order to provide workers with a sense of openness, should provide employees with more 

detail on the application of reduction in their business. This helps the person to decide whether or not it wants to find 

another job to give him a sense of where he or she is. The organization should warn workers in advance of 

downsizing plans so employees can prepare for themselves mentally and financially, because it is impossible to 

pursue work elsewhere. 
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