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This paper reports the results of an empirical study
of the cultural influ-
ences on the choice of
whose employment
to terminate in a
general  workforce
reduction.
The authors
report the
conclusions
reached during
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large European study
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on managerial decision-making. Nearly 300 man-
agers participated in this phase, which surveyed 25
firms from the financial sectors of France, German,
Italy, Spain, and the United Kingdom. Models built
upon classical economic theory and social justice
theory are examined. The results of this study indi-
cate that nationality is a good determinant of the
choice of whom to dismiss. Some nationalities are
more concerned about the social effects of dismissal
on the individual and work group. Others are more
concerned about the economic benefits or costs to
the firm. The authors conclude that human resource
programs designed to standardize career manage-
ment policy across Europe may fail because of
intentional and wunintentional barriers. [ 2001
Elsevier Science Ltd. All rights reserved

Keywords: Employee dismissal, Employee termin-
ation, Organizational downsizing, International
management, Cross-cultural values, Managerial
decision-making, International human resource
management, Organizational justice, Social justice,
Intergenerational conflict

The Terror of Globalization

Read the business headlines. Two thousand
employees will be dismissed because of this or that
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merger. Another five thousand will go because of a
corporate restructuring plan. Maybe a further two
thousand five hundred because of outsourcing or
moving a factory to a cheaper labour market. These
are common occurrences — almost banal. But after
the announcements come the terror, at least for
employees. Who among the current employees is
going to go? Who stays in the new, leaner, and hope-
fully more profitable company and who hits the side-
walks looking for a new job? Who faces a more
secure future and who faces inconvenience, uncer-
tainty, and maybe a permanent drop in their stan-
dard of living?

A recent survey of over seventeen thousand house-
holds in Europe by Eurobarometer suggests that the
answer to who will go is clearly the youngest and
oldest employees (Figure 1'). Middle-aged employees
appear to be unemployed less than the other two
groups. What accounts for this phenomenon? Are
they better, more experienced workers with more
value to companies? Or are these the more vulnerable
workers who are protected out of human com-
passion? Does the nationality of the company or
decision-maker matter? Are the reasons why certain
groups stay and others leave the same from country
to country? All are interesting questions which, until
now. have been left largely to academic debate. But
perhaps this should change.

One reason for renewed interest is the explosion of
mergers, acquisition, joint ventures, and other types
of alliances (hereafter referred to simply as mergers)
among companies across the European Union. This
activity has sometimes caused the need to organize
business operations on a Europe-wide level to take
advantage of the common market and the introduc-
tion of the Euro.? As with many mergers, the result
is generally an overlap of operations resulting in the
eventual closing of duplicate business units. Hence
the problem of which employees stay and which
return to the labour market. A second reason can be
attributed to the pressures of globalization, defined
here as the development of global product markets.
Previously protected national markets are now open
to all players. This places both the products and man-

30 \
15 \\ / )
25 28 31 35 38 41 44 48 51 54 57 60
Age charted on a Trend Line

0

Figure 1 Percentage of Unemployed European Mana-
gerial Employees*
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agement philosophy of local and regional companies
in direct competition with the best in the market.
They must either improve or face losing their clients.
Improvements in either generally have some impact
on how, where, and who they employ. Simply stated,
better management normally beats poorer manage-
ment. Knowing how your competition does things
provides important information.

The European Managerial Decision-
Making Project

The European Managerial Decision-Making Project
(EMDM) was organized to examine organizational
issues that create barriers to effective cross-border
integration of European companies. It is funded by
the Fondation HEC with assistance from the European
Financial Marketing Association, the Community of
European Schools of Management, and the EU-
ASEAN Management Centre.? It sampled nearly 300
managers, working in 25 financial institutions across
England, France, Germany, Italy, and Spain. It con-
centrated on isolating managers and organizations
that have traditionally been the most protected from
international competition in an effort to capture the
essence of European organizational values.

The EMDM project asked managers to read a one-
page scenario that described the following workforce
reduction situation.

You are a key manager of your business unit and have a
difficult decision to make today. The company lost 5
million pounds last year and will probably lose more next
year. The firm’s economic problems started several years
before the recent recession but it was always able fo avoid
staff reductions. However now this is no longer possible
and some employees must be sacrificed. Therefore, the firm
is closing some departments to reduce staff. You must
choose one of the following four employees to leave since
only three will be reassigned. We know this is not easy
since they all have families. It might be easier if one was
a really unproductive employee, but they have all received
average or better performance appraisal ratings over the
last several years. But one must go and we must decide
which one. Who should it be?

The scenario further offers four distinct choices and
a dialogue among the four fictional managers dis-
cussing their own preferences. The choices and justi-
fications of the European managers responding to the
Survey provide ample reason to suspect that Euro-
pean corporate integration will not be easy. The fol-
lowing Report outlines the layoff candidate profiles,
the choices and justifications of the respondents, and
an analysis of these justifications.* The differences
among the respondents will be uncovered and illus-
trated with examples. An explanation of why these
differences might exist and what advantages they
might confer will be presented.
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Who and Why to Dismiss When Staff Reductions
Are Necessary

The basic situation wunderlying the Employee
Reduction Decision Scenario is based on the results
of a previous Study that interviewed nearly 100 Euro-
pean managers about the cultural problems Euro-
pean integration created for their companies.’ The
principal purpose of this earlier Study was to limit, as
much as possible, the personal biases of the EMDM
project’s principle designers. Roberts (1970),° in her
influential paper on culture and management studies
notes that one of its main limitations is that the kinds
of questions covered and the methodological stra-
tegies employed are largely determined by the
author’s biases. It is fair to note that most studies of
organizational or managerial problems have been
primarily ethnocentric and often North American in
their conception and execution.” Other European
researchers® have examined common organizational
problems from a theoretical perspective in one con-
text or another. But few have collected empirical data
about managerial values directly from a large sample
of European managers about day-to-day managerial
situations.” During these exploratory interviews
high-ranking managers were asked to recount busi-
ness problems they attributed to the differences
among Europe’s many national and regional cul-
tures. These stories were recorded and analysed.
They became the basis for a series of scenarios,
including the workforce reduction scenario.

One of the common problems included making work
force adjustments after mergers or in response to
increased competition. The typical situation ident-
ified during the interviews often had these elements.
A directive from corporate headquarters requires a
reduction in the number of managerial or pro-
fessional employees. A small department can be
closed with some of its employees transferred to
other units. Since not all of them can be transferred
some will have to leave the firm. Executing this order
requires making redundant employees who have
essentially interchangeable competencies and skills.
Complicating this task was the opinion that often
‘good” employees, that is employees who have per-
formed at normal levels of acceptability, were being
fired. But still some had to be selected for departure
(Table 1).

Table1 Dismissal Choice Profiles

The information and stories gleaned from these inter-
views were woven into a ‘typical’ workforce
reduction situation. The scenario offers four choices
for dismissal.’® None of the employees is really an
under-performing employee. All have consistently
average, above average or excellent performance rat-
ings over the last five years. Two are presented as
average employees, meaning they have been consist-
ently within the norm of acceptable work perform-
ance. The other two are respectively above average
and excellent performers. Of the average employees
one is in his early thirties and paid a little over a
typical starting salary while the other is in his mid-
forties with a salary well over twice that of his
younger colleague. Among the better employees the
youngest is in his late twenties, paid a basic starting
salary, and has above average performance ratings.
The other is in his mid to late fifties, has an excellent
performance rating and receives the highest salary
among the four. They range in age from 28 to 57 with
salaries correlated to their ages. In summary (see
Table 2), the essential differences between the four
dismissal candidates are age/seniority, performance
evaluation, and salary level.

Before turning to the choices of the respondents let’s
reflect on what criteria might be considered
important to the decision of choosing someone for
dismissal. Upon examining Table 2 it is clear that
human sentiment is largely absent among the infor-
mation provided to the respondents. No notes about
non-working spouses, sick family members, or chil-
dren in an expensive private university are attached.
This suggests only the available information is
important to the decision. This in turn is a reflection
of classical economic theory. Employees represent a
resource with a limited life span that generally cost
more near the end of their useful working lives.
Without proper maintenance some become less pro-
ductive as they age. Normal market preference is for
an employee that costs the least, is trainable, and per-
forms well. If a company faces a situation where it
has to reorganize its resources because of a merger,
major financial loss, or simply to improve its com-
petitiveness it may find it cost effective to get rid of
some of its less productive resources. Among the four
choices, which represents the least productive
resource? The third manager has a higher salary
while returning the same performance as the second

Candidate Hiring Date Age Performance evaluation Annual salary (£)
(notes for past 5 years)
(range 1 = poor; 5 =
excellent)
1 1995 29 44444 225K
2 1992 32 3,3,3,3,3 25 K
3 1978 46 3,3,3,3,3 515K
4 1965 57 55,555 575K
60 European Management Journal Vol 19 No 1 February 2001
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one. Since he has lower productivity he is a good
choice for dismissal. Therefore a 46-year-old manager
with average performance but earning more than
twice as much as a much younger and cheaper one
of similar performance is the logical choice for dis-
missal. He is probably less trainable. Firing him
offers a sizable long-term cost saving to the company
despite the dismissal indemnity he will receive.
Graphically the distribution of job security for
employees under classical economic theory is dis-
played in Figure 2. In this figure salary is assumed
to be closely associated with age.

In Figure 2 the relative job security of employees is
ranked according to the logic of economic pro-
ductivity. Stars have excellent security as they pro-
vide good value for the salary they earn. Diamonds
are the next group and enjoy good security. While
not stars they still provide a benefit to the company,
especially if one considers the cost of their replace-
ment and firm-specific training. The warning tri-
angles represent the group of employees who still
provide some benefit to the firm but perhaps are
more marginal. It would probably be too disruptive
on the recruitment, training, and social systems to
dismiss them if the organization is rich enough to
continue paying them. The hexagons represent the
first group who will be fired if the company can no
longer afford to keep them. They are not so bad as to
merit outright dismissal. Their performance probably
meets the minimal requirements but just barely. They
tend to be drawn from the new entrants who clearly
will not succeed and the older employees who have
not maintained pace with their salaries.

But this economic logic does not fit with the actual
age distribution of unemployed managerial and pro-
fessional employees seen in Figure 1. Clearly younger
employees should have the lowest levels of unem-
ployment while the older, less-skilled managers,

should have higher unemployment. One reason this
may not be the case is if social norms or personal
consequences other than profit maximization are con-
sidered. An organization that discharges older
employees during restructuring sends a strong signal
to younger employees that organizational commit-
ment is unappreciated. Additionally the personal
consequences are often very severe. A 46-year-old
employee no longer has the same options available
to younger employees. Nor does he qualify for some
type of early retirement scheme sponsored by his
company or national social security system. He gen-
erally is offered outplacement assistance but still
faces an uncertain future. Under French law for
example four employee characteristics must be con-
sidered: competence, seniority, family situation, and
ease of reinsertion in the labour market. In an inte-
grated European labour market, what factors should
be used? What priority should be placed on each fac-
tor? These questions have no easy answer but per-
haps the classical economic model should not be the
sole source of guidance.

The answer may be found in a concept called social
justice. While it has become a very broad area of
research it can simply be described as a set of social
principles used to resolve conflict. Among psychol-
ogists this concern has evolved into the area of
organizational justice defined by two concepts, pro-
cedural justice and distributive justice. Procedural
justice considers what procedures should be used to
resolve social conflict. For example in the dismissal
problem described above some organizations have
labour agreements or follow national laws respecting
seniority and therefore dismiss the youngest
employees. When employees believe that the pro-
cedures have been followed they tend to accept the
outcomes and compromises necessary and ‘...co-
operate in the interest of the group as a whole. When
the judgement is that one’s treatment has been unfair,
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Figure 2 Dismissal Probability Under Classical Economic Theory
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the scales tip toward more selfish, less socially
responsible behaviour and toward more negative
attitudes and beliefs.”"!

Distributive justice examines the actual outcome of a
decision. Viewed from a broad perspective, distribu-
tive justice considers the psychological, physiologi-
cal, economic, and social well-being of a person
(Deutsch, 1975).'> For example who actually loses his
job, the younger guy or the older guy? What were
the consequences for the person? Was the decision
‘fair’ taking into account all the individual character-
istics (e.g. age, seniority, performance, salary, social
status, education, effort, ability or skill, etc.) of the
two people? The question under distributive justice
is not that rules are followed but that they are ‘fair’.
For example, is it ‘fair’ to fire a loyal 46-year-old
employee who has always done his job, knowing that
he is unlikely to find a comparable job in another
company? Would it not he fairer to fire the younger
employees who can easily find another job or the old-
est employees who qualify for early retirement?
When employees judge that ‘unfair’ decisions are
routinely made they will be unhappy, unmotivated,
and less effective. A manager’s job security, if firms
considered his personal well-being, is displayed in
Figure 3. As in Figure 2 salary is assumed to he
closely associated with age.

In Figure 3 the relative job security of employees is
ranked according to the logic of social justice. Stars
have excellent security not because they provide
good value for their salary but rather because the per-
sonal or social cost of dismissing them is high. Know-
ing that someone with family responsibilities is
unlikely to find another job makes many decision-
makers pause and look for other solutions. Further-
more, the impact on the remaining employees may
be negative as it is likely to create apprehension and
a mistrustful atmosphere. Diamonds are the next

group and enjoy good security. While not so unpro-
ductive economically as stars, they provide only mar-
ginal benefit to the company. With sufficient time
and retraining they could probably find another job
with the help of an aggressive outplacement pro-
gram. But they know the company well and for the
same cost of outplacement they can probably be
refurbished rather than dismissed. The warning tri-
angles represent the group of employees who pro-
vide economic benefit to the firm but could with very
little trouble also find other jobs. Although they may
be missed socially no one would feel that they were
disadvantaged for very long. Some of the remaining
employees may believe that this group would be bet-
ter off in a more financially secure company. The
hexagons represent the first group who will be fired
if the company has economic troubles. First they tend
to be the most recent recruits and so fall under the
rubric, last hired—first fired. Many may not yet have
strong social ties among the other employees and
therefore are little more than strangers who merit no
special consideration. Finally, with their youth and
high competence they probably find even better jobs
in a very short time.

The difference between these two logics is based
upon the conception of the relevant criteria that
should be used to select whom should be terminated.
The logic of economic productivity, based on classical
economic theory, looks only to the benefit of the firm.
Therefore it focuses on factors that can be measured
quantitatively and are closely related to factors of
production. The logic of social justice, based on the
ideas of distributive justice, looks at a broader range
of factors, many of which cannot be measured easily
in quantitative or economic terms. With these two
ideas in mind let's now turn to the choices of the
managers participating in this study. It will be evi-
dent that they do not agree on who should be dismis-
sed. Explaining these choices and the reasons for
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Figure 3 Dismissal Probability if the Personal Characteristics are Considered
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them will help uncover some of the hidden barriers
to European integration.

When Downsizing, Whom Should We Dismiss?

Among researchers focusing on international busi-
ness appear three dominant streams of research,
which are used as a basis for understanding and
explaining the values and practices of companies.
Some argue that organizations are essentially ‘culture
free’ (Lammers and Hickson, 1979)'® and that tech-
nology (Child, 1981)', strategic orientation (Miles
and Snow, 1984)'® override differences in national
contexts leading to a global standardization of man-
agement practices. Others rejoin that organizations
are ‘culture bound’ (Dore 1973'® and Maurice et al.,
1980'7) and that management practices are, and con-
tinue to be, heavily influenced by collectively shared
values and belief systems (Hofstede 1980'® and Laur-
ent, 1986'). A third approach combines certain
elements of the first two approaches. Its proponents
argue that interactions between market necessity and
national socio-economic institutions such as trade
unions, educational systems, legislation, and patterns
of industrial organization influence the way organi-
zations are managed.

Examining the dismissal choices in Table 2 it is clear
that the pure ‘culture free’ model is difficult to sup-
port. There is a very evident differentiation among
the five countries, notably concerning the selection of
the two ‘average’ employees. English managers most
often based staff reduction decisions on productivity
as measured by the performance/salary ratio. More
than 70 per cent of the English respondents would
discharge a middle-aged, high salary manager with
average performance. In contrast less than 10 per cent
of the German respondents would discharge the
same manager. French respondents are evidently not
concerned with productivity since they are almost
equally likely to dismiss the higher paid as the lower
paid average performance employee. The Italians
and Spanish respondents are concerned with pro-
ductivity since they more often made redundant the
higher paid average quality employee. Among the
higher performance employees the choices are also
interesting. Almost extraordinary is that some Ger-
man respondents would fire the employee with the

Table 2 Work Force Reduction Choices

highest level of productivity (i.e. the youngest, above
average, least well-paid employee). Also noteworthy
is that the Latin countries are not especially respect-
ful of the oldest employee. Despite his high level of
performance he is often asked to leave.

The strong differences between the choices tabulated
by nationality appear to support the idea that
national culture or institutional forces play an
important role in workforce reductions. To under-
stand how, we turn to a discussion of the reasons
given by the respondents to support their decisions.

The Criteria Justifying Firing an
Employee

The choices made by the respondents clearly indicate
that European managers do not always agree about
who should be fired in the downsizing process.
Although the choices are different, perhaps the
reasons for them are dictated by the national socioe-
conomic institutions as suggested above. For
example are there labour laws or union contracts
governing the decisions of the respondents? To study
this question the written responses were examined to
determine what criteria respondents used to make
their decisions.?® The top ten reasons aggregated at
the European and country levels for dismissal are
presented in Table 3.

Only two justifications are consistently cited within
the top five reasons for each country. The first takes
advantage of the existence of early retirement pro-
grams that are commonly implemented in many
countries and industrial sectors. This is clearly an
easy choice fitting very well with the organizational
justice reasoning provided above. The older
employee is ‘given a gift’ as some French respon-
dents put it. He no longer must trudge into the office
and work but happily retains a large part of his sal-
ary. No hard decision must be made which would
attack the sense of self-worth of someone who was
being fired because he was no longer sufficiently pro-
ductive. Only a few, largely Anglo-Saxon respon-
dents, were concerned about the organizational
impact of ‘throwing someone out at their peak’.

Row % Young, good Young, average Middle-aged, average Older, excellent
performance, cheap performance, cheap  performance, expensive performance, expensive
England 0.0 13.2 76.3 105
France 0.0 42.6 44.3 13.1
Germany 3.2 74.2 9.7 12.9
Italy 0.0 36.4 43.2 20.5
Spain 0.0 26.9 65.4 7.7
Europe 0.4 38.1 46.7 14.8

European Management Journal Vol 19 No 1 February 2001
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Table 3 European and Country Rankings of the Top Characteristics Justifying Dismissal Choices

European? England France Germany Italy Spain
+ Can leave with advantages before retirement 4 1 5 1 3
— Performance or competitiveness 1 4 2 4 2
+ Performance or competitiveness 3 2 1 9 4
— Salary 2 3 6 8 1
+ Good chance to find new job because of youth 9 6 3 6 13
— Long-term concern (long run costs or savings) 20 14 9 2 6
+ Good chance to find new job because of skills 23 16 4 3 17
— Age is the main factor 6 10 11 5 9
— Person is still trainable/adaptable 5 11 13 7 6
+ Person still has future potential or value to firm 12 9 7 12 20

aThe plus or minus sign before the justification indicates how the respondent viewed the characteristic

The second ranked reason however is a much
tougher justification. Someone should be fired if his
performance longer merits his salary. This was
respectively the first and second criteria used by the
English, German, and Spanish respondents. This jus-
tification appears to reflect the consequences of classi-
cal economic theory more than the social justice
model. If you are under-performing (relatively) you
must go (when times are tough). Your commitment
and years of service are not sufficiently important to
your colleagues or company. One is reminded of the
legends about the Eskimos of North America. When
the old no longer had enough teeth to chew animals
hides into soft leather, and thus were of no economic
value to the tribe, they walked out into the vast
snowfields to die. This logic is supported by other
justifications, namely the perception that someone is
costly and no longer trainable or adaptable. Clearly
relatively poor performance, high salary, and little
hope of improvement represents a decisive combi-
nation leading to dismissal.

After these two justifications more and surprisingly
varied differentiation is found. Take for example the
combination of good performance, a good chance for
finding another job because of youth, and a good
chance of finding another job because of skills. Ger-
man respondents ranked this combination first, third,
and fourth. This is used to justify firing the two
youngest employees, which as is illustrated in Table
3, are the choices of nearly 77 per cent of the Germ-
ans. This suggests that the organizational justice
model is indeed an important influence in firing
employees during organizational downsizing. The
French appear to accept nearly the same set of justi-
fications but do not often mention that being able to
find a new job because of skills is important to their
choice. This implies that the French, who never rec-
ommend firing the above average performer, fire the
average, lower paid worker partially due to the fact
that his youth will help him find another comparable
job. While not as socially generous as the German
respondents some of the French appear to be sensi-
tive to the social ramifications of their decisions. This
sense of social responsibility has been noted many
times by earlier researchers. The Italians are the most

64

likely to terminate the oldest employee. Their justifi-
cations reflect this bias since pre-retirement advan-
tages, long-term cost savings, and age are all among
the top five reasons to dismiss an employee. When
this applies to dismissing the oldest employee it indi-
cates a concern for organizational justice. When
specifically used against the middle-aged employee,
using long-term cost savings as a justification, it
reflects more the classical economic approach. The
Spanish are perhaps the most internally inconsistent
in their logic for dismissal. Their choices for dismissal
are more similar to the English choices than any of
the other nationalities. They soften their approach a
little by dismissing the younger, average perform-
ance employee. This appears to be reflected in justify-
ing dismissal because an employee’s performance is
not so bad as to preclude finding another job.

The Hidden Factor — the Importance of
the Reasons

As with the other scenarios distributed by the EMDM
Project the coding team found that some respondents
listed a large number of criteria that they or their
firms typically considered but indicated that certain
were more important. Therefore during the coding
process the research team recorded these differences
in importance. Each criterion cited by a respondent
was coded as unimportant, important, or necessary
according to the respondents” written remarks. These
qualifications for the criteria are a rich source of
additional precision that permits a finer degree of
measurement. This is especially important when
examining the differences among the nationalities
sampled. This data is exploited to study the most
important reasons given to justify firing each of the
four choices. The following (Figure 4 Figure 5 Figure
6 Figure 7) present the four most important criteria
for firing?!, its overall level of importance®, and the
amount of disagreement® among the individual
respondents about importance.

In the least chosen option, firing the young, good per-
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formance, low paid employee (hereafter YGC), four
criteria were found to be the most important reasons
for the selection. As suspected, after examining Table
3 it appears that the YGC employee is fired simply
because he will be able to find another job easily.**
The importance of the YGC employee’s skill and
competency is reinforced by the fact that the impor-
tance of these criteria is the least disputed among the
four. Seniority is considered, but only after the first
three. Using his low level of seniority as a criterion
is the most contentious with nearly as many respon-
dents citing it as not citing it. If in fact this criterion is
evidence of some type of procedural equity or socio-
economic institutional rule it is not universally
accepted.

In the second most often chosen option, firing the
young, average performance, low paid employee
(hereafter YAC), one finds an overlap of the criteria
used to justify the dismissal. Having competence,
youth, and marketable skills remain important con-
siderations but come only after the critique for not
excelling. The most important criterion is that the
YAC employee is not competitive or performing well.
This fact is also reinforced since there is not very
much contention about this assessment. However,
the chance for the YAC employee to find another job
because of his skills is highly disputed by the respon-
dents. It seems his best hope is to sell his relative
youth. This point is echoed by the comments of sev-
eral of the respondents, who essentially stated, ‘he
should be made redundant now to give him a chance
to find another job before it is too late’. Another point
that perhaps criticises the current trends of even
profitable companies in downsizing is that a signifi-
cant number of respondents noted that his average
performance rating was acceptable performance.
Indeed, statistically, fully sixty seven percent of all
workers fall within one standard deviation of the
mathematical average. If one were to discharge all
average workers there would be few left in a com-

pany.

66

In the most frequently chosen option, firing the
middle-aged, average performance, highly paid
employee (hereafter MAAE), the respondents focus
on two themes, performance and salary. This
employee is criticised for having poor performance,
especially in relationship to his salary. In fact his sal-
ary level, either by itself or in the productivity equ-
ation outweighs the performance concerns. It is
almost as if the respondents believed that there is a
certain injustice to being highly paid for only average
performance. This theme is interesting because it is
exactly what is predicted by equity theory. As intro-
duced earlier equity theory suggests that all people
constantly compare their own contribution to reward
ratio to other employees. If this comparison is not
more or less equal people will become unhappy.
They will attempt to restore the balance in several
ways. They might ask for a salary increase or some
other tangible benefit. Failing to achieve this might
lead them to change jobs. If this is difficult they may
decrease their contribution, that is, work less or with
less care. In the end, if none of these attempts to
rebalance the comparison is successful they may
attack the person they have compared themselves
with. Common methods may be to sabotage the per-
son’s reputation, transfer more work to him, or
maybe, recommend that he be fired in a corporate
restructuring. While this is difficult to verify with the
project data it certainly fits both equity theory and
project data. A final note is that like those that rec-
ommended firing the YAC employee a significant
number of the respondents believed that average per-
formance was acceptable performance. However this
was the criterion whose importance was the most
debated since it has the highest disagreement level
among the four.

In the last option, firing the older, excellent perform-
ance, highly paid employee (hereafter OEE), one
finds an entirely new set of criteria used to justify the
dismissal. Here the key factors are almost exclusively
the person’s age and, because of his age, access to
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Figure 8 Distribution of the Respondent’s Ages

early retirement benefits. The pre-retirement package
and his age collectively account for nearly sixty per-
cent of the importance score of the criteria. The
respondents may have been looking for a quick resol-
ution to the company’s problem since they also focus
on the OEE employee’s high salary and as specifically
noted by the third criteria, that firing him was not a
long-term solution for the company. Some respon-
dents wrote, ‘firing him helps save two other jobs’.
This argument appears to support the organizational
justice model in that the relatively light personal
consequences to a highly paid employee of pre-retire-
ment are offset by benefits received by other
employees.

Leaving No Stone Unturned

The previous analysis offers relatively convincing
evidence that there is indeed a strong element of
social justice with respect to job loss among Europe-

ans. It is not universal, certainly the English respon-
dents were particularly harsh by their apparent con-
centration on criteria strongly associated with
classical economic theory. But the majority of the
respondents, especially the Germans, were indeed
sensitive to the ideas associated with the social justice
model. An interesting question remains. Why is this
the case? Are continental Europeans simply chari-
table people more willing to look after the needs of
others? This would certainly flatter egos while simul-
taneously creating uproar among the English. It is
tempting to look behind the face of charity to search
for hidden benefits. Perhaps a similar examination is
useful in the present case before we apply the labels
charitable and uncharitable.

One place to look for the hidden benefits of charity
is the age distribution of the respondents. Was the
sample biased with respect to age? This might
account for some of the choices tabulated in Table 3.
Examining Figure 8 provides same reassurance that
the sample is unbiased with respect to age. When a
normal curve is superimposed over the histogram of
age frequency one can see that the sample appears
almost entirely normal. Both the average and median
age is 44. The normality of the distribution however
does not signify that the ages of the respondents do
not bias their responses.

In Figure 9 the choices for dismissal made are
graphed with the ages of the respondents. The curves
have been smoothed out with a polynomial
regression procedure to make the picture clearer.?
The very few data points representing those, always
older, respondents who discharged the YGC
employee have been deleted. Careful examination of
the three remaining curves reveals interesting infor-
mation hidden until now. There appears to be self-
interest in the choices of the respondents. Notice that
the younger respondents are much more likely to dis-
miss the MAAE employee. Their self-interest is also
evident as they approach the early to mid thirties and

Percent Selecting Dismissal Option

Age of Respondents

Age 32

— — Age 46

- - - -Age 57

Figure 9 Dismissal Choice Corresponding to Respondent’s Age
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their dismissal choice of the 32-year-old YAC
employee tapers off. At the same time the firing of
the MAAE employee begins to decline and does not
start to increase again until the respondents enter
their mid fifties. Respondents between the ages of 36
and 49 are more likely to layoff the YAC manager.
The respondents in their late fifties and early sixties
are less willing to fire someone fitting their own age
profile. They prefer to dismiss the two younger man-
agers with a distinct preference for the MAAE one.
Therefore there is evidence that individual self-inter-
est is guiding the choice of dismissal choice. No age
group appears to be especially concerned about the
social justice as, except for the mid-range ages, the
46-year-old employee is more often dismissed. In the
mid-range it is unclear whether respondents are soci-
ally just or simply sympathetic to the problems of
someone in their age range.

What Happened to the Cultural
Differences?

The starting point of the EMDM study was a concern
that differences related to the predominant national-
ity of a company’s managers are barriers to the effec-
tive integration of Europe’s organizations. Indeed as
is evidenced in Table 3 the respondent’s nationality
is a strong determinant on the choice of who to dis-
miss. In a study using the Euronet-Cranfield data col-
lected during 1995-1996 Gooderham, Nordhaug and
Ringdal (1999)* also found that distinct Anglo-
Saxon, Germanic, and Latin groups helped to explain
human resource management practices and values in
Europe. But perhaps the age of the respondent is
more important than his nationality in determining
whom he is likely to fire. To test this possibility a
statistical procedure is used to measure the relative
importance of age and nationality on the choice of
whom to fire. This test, a multinomial logistic
regression, estimates that when all ages are taken
together, the age of the respondent is not significant

P =0.000). This is strong evidence that nationality or
cultural grouping is the best single explanation of the
termination choices.

One can graphically see the results of this analysis in
Figure 10, which indicates that Germany and
England have very important differences in the aver-
age age of the dismissed employee. On the other
hand, France, Italy, and Spain, all Latin countries,
have similar average ages for the dismissed
employees. Further examination of the social justice
motivations of the respondents however reveals that
perhaps the social justice arguments are pretexts for
selfish motives. This leads to a deeper examination
of the relationship between the age of the respondent
and that of the employee chosen for dismissal. In Fig-
ure 9 there appears to be a correlation between cer-
tain respondent age ranges and the dismissal choice
that does not show up in the multinomial logistic
regression results.

Perhaps there is a relationship between the respon-
dent’s nationality, age, and dismissal choice. To test
this possibility the sample was divided into three
groups, English, German, and Latin each of which
were separately examined for a relationship between
respondent age and dismissal choice. In the English
and German samples there was absolutely no
relationship between these variables. The age of the
respondent simply has no discernible influence on
the choice of whom to fire. But in the Latin sample
there is a weak relationship between these variables.
A graphical analysis of this relationship is displayed
in Figure 11. In general as with Figure 9, each age
group more or less fires one or both of the other age
groups. The younger respondents fire the middle-
aged choice. The middle-age respondents fire the
younger and older. The older fire the middle-aged
and younger employees. The older Latin respondents
are especially harsh with the MAAE employee. He is
by far their first choice for dismissal.

What explains this pattern is of course a very difficult
question requiring additional research. It may be

(P =0404) in comparison to his nationality (
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Figure 10 Average Age of Dismissed Employee by Country
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Figure 11 Dismissal Choice of Latin Respondents

related to other shared values associated with each
nation. But in the spirit of exploration and debate
let’s assume that in the Latin culture there is a
stronger concern for personal self interest than for
the interest of the organization. This has already been
suggested by a careful analysis of the history of
French employee dismissal laws (Rojot, 1992) who
suggests that once supreme employer’s rights are
eroding.?” Furthermore, although anecdotal, there are
expressions in the French language such as, ‘chacun
pour sa peau’ (everyone for his skin) and ‘défendre son
bifteck’ (defend his beef steak) which implies that every-
one defends their personal benefits. How often does
one hear something equivalent to ‘above all, let’s pro-
tect the company’? Are Latin managers, or at least
French ones, less willing to set aside their immediate
self-interest for the benefit of the company? Are the
English more concerned with the health of their com-
panies than with the social impacts of redundancy at
age 46? These are not only interesting questions but
also useful ones for any top executive with a signifi-
cant workforce in Europe.

Again one can turn to the Eurobar study of over
17,000 people for more information. Extracting
English, formerly employed, managerial employees
between the ages of 26 and 62 finds very few of them
actually unemployed. Their current economic status
is displayed in Figure 12. In the middle age range of
roughly 40-54 the few not working are retired. Those
who are unemployed are in their mid-thirties or late
fifties. It seems the vast majority of middle-aged,
average workers in England are relatively safe
despite the poor regard they receive from their col-
leagues. Either they are not being fired in the num-
bers suggested by the EMDM respondents or, they
quickly find new jobs in the more open English lab-
our market.?® As for the French, there is further anec-
dotal evidence that the good of their companies is
listed far after other more personal concerns. In the
summer of 2000 French employee(s) of a company
that was closing an industrial facility discharged the
firm’s excess stocks of sulphuric acid into the local
river in protest. Employees of another firm threat-
ened to explode the reserves of gas and chemicals at
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their factory if the downsizing plans were not modi-
fied (Le Monde, 2000).* Isolated incidents certainly,
yet they speak of the nature of employees who think
about themselves first. If one is willing to pollute
one’s own town by toxic discharges or gas explosions
what chance does a company have of its future being
considered a priority?

Implications and Conclusions

This study establishes that the choice of whom to fire
is first and foremost driven by the nationality of the
respondents. Secondly it finds a weak relationship
between certain age groups of the Latin respondents
and their termination choices. There also appear to be
three distinct clusters of dismissal choices, English,
German, and Latin. Differing rationales for these
choices are identified. The first, based on classical
economic theory, is used primarily by the English
and to a lesser extent the Spanish to dismiss
employees with the least productive worth to a com-
pany. The second, based on the humanistic principles
of social justice, examines the impact of dismissal on
the fired person and other colleagues by looking at
other personal criteria. Based on their justifications
and choices, respondents from continental Europe
appear to be more influenced by social justice con-
siderations than classical economic rationality. This
is especially true for Germans and slightly less for
the Latin countries.

The implications of these findings are evident and of
immediate concern for Europeans. In many compa-
nies, labour costs represent a very large part of their
budget. Managers therefore face the constant temp-
tation to resolve short-term profit problems or panic
attacks about not being competitive enough by a
round of workforce reductions. If a mistake is made,
well the company can always hire a new employee.
Like in a game of draw poker, you can give back a
card that does not quite fit with your hopes that the
next one will. The wisdom of this strategy is not the
focus of this research or this paper. Whatever strat-
egy a company adopts must be consistently
implemented. Failure to maintain consistent policies
is a recipe for certain failure. The principle focus of
the EMDM Project is to uncover the differing values
related to national values so that European managers
have the facts necessary to develop human resource
strategies. Toward this goal several implications arise
from this research concerning workforce reduction
choices.

The most obvious implication is the existence of dif-
ferent social values incorporated in workforce
reduction decisions. Merely sending out directives to
foreign business units requiring a 5% cut in
employees are insufficient. Without further precision
one may find the German unit firing many of their
younger workers keeping older, more expensive, and
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less productive employees. Perhaps your French and
Italian units will start an internal feud between gen-
erations of managers eventually won by whichever
held the keys to power. Your English unit may fire
the older expensive employees and post spectacular
annual results. However this may be followed with
increasing employee turnover as discouraged and
fearful employees leave for better environments. The
unit may then develop problems vying to recruit the
best in Europe’s tight labour market for young skilled
employees. Who wants to work for a company with
no commitment to its own employees? Your work-
force begins to fracture into inconsistent, perhaps
incompatible groups that will have a harder time
working together in other areas of endeavour. The
other papers of this series on recruitment, promotion,
and compensation have all established the tendency
by foreign business units of developing local policies
to global problems. A little adaptation is probably
good, too much and you rapidly lose focus. In the
end what are you really controlling?

A second implication is that even similar outcomes
can have extremely different underlying reasons.
Your company needs not only consistent decision
outcomes but also well-defined rationales for
decisions. For example, you are responsible for
organizing an international salesforce for your Euro-
pean operations. You select the top country managers
and they select their subordinate managers and their
salespeople. Since you are starting to write all sales
contracts in Euro you reorganize your sales territories
around your production facilities rather than national
borders (Segalla and Dumont, 1997).> You now have
a large international team who are likely to have
close contact and will start, as is natural for humans,
to compare their local working conditions with each
other. Are the salaries the same? Who gets promoted?
What, they fired Charles who handled Southampton
when they reduced the English Channel sales terri-
tory and the young French sales team thought that
someone in his forties would not integrate well with
them! We would never do that over here. Humans
are always comparing their job conditions with each
other. When the comparisons are good, in that they
are equivalent, employees are generally happy. But
when the comparisons are not good, the cancer of
unhappiness and fear starts in eat through the spirit
of your employees. This is something to avoid.

So what can you do to avoid or fix this problem?
First of course you need to know that it exists. Huge
amounts of money are spent to identify every aspect
of customer psychology. What motivates them to
buy, to return to the same website, to choose expens-
ive living room furnishing but cheap bedroom furni-
ture? Devoting corporate resources to finding these
answers is rarely questioned. This should also be
done for your workforce. This information can be
used in a broader programme of building effective
integrated workforces. Uncovering the important
employment-related values of your workforce is con-
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siderably easier and less expensive than losing your
best employees to poachers and head-hunters. With-
out better information you will not know what the
consequences of firing your middle-aged, average,
expensive Germans or retaining your young, good,
cheap English will be on your company’s future.
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