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Overview

The first half of the 80's may be the "era of retrenchment" as siblings
of Proposition 13 abound and public pressure builds to trim the size of public
sector bureaucracies. This packet offers an overview of the limited management
literature on the subject and contains the following materials:

1. Abstracts of "Organizational Decline and Cutback Management"
and '"More on Cutback Management: Hard Questions for Hard Times'",
Charles H. Levine. These two articles give a good overview of
the difficult problems created by decline in the public sector
and outlines a mix of strategies possible for resisting decline.

2. An abstract of "Management of Scarce Resources (or how to Be a
Better Ant)" by Antone G. Singsen, which lays out some generic
strategies to resist or smooth decline specifically within Legal
. Services Programs. Attached is a worksheet one could use to
project the impact of budget cuts on programs.

3. '"Budget Ploys" by Robert Anthony and Regina Herzlinger lists twenty-
eight ploys that can be used to expand your budget or resist cuts.

4. '"How to Give Phased-Out Managers a New Start' by Basil R. Cuddily
describes a typical outplacement counselling program that could
smooth the transition for employees who are laid off.

5. "Cross-Impact Analysis and Outcomes Assessment'' is another MBSC
planning technique that could be used by a group to analyse the
expected, and possibly unexpected, consequences of program cuts
or retrenchment plans.

6. Abstract from "Leadership Tactics for Retrenchment' by Robert P. Biller
outlines the dilemmas experienced in achieving retrenchment and
leadership tactics that must be developed to meet the challenges of
retrenchment.

7. Abstract from "Cutback Principles and Practices: A Checklist for
Managers" by Carol W. Lewis outlines a range of options for managers
to consider during retrenchment.
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Abstract "Organizational Decline and Cutback Managenent," July/August 1978,
"More on Cutback Management: Hard Questions for Hard Times," March/April 1979,
Charles H. Levine, Public Administration Review.

: "Government organizations are neither immortal nor unshrinkable. Like
growth, organizational decline and death, by erosion or plan, is a form of
organizational change; but all the problems of managing organizational
change are compounded by a scarcity of slack resources. This feature of
declining organizations — the dimunition of the cushion of spare resources
necessary for coping with uncertainty, risking innovation, and rewarding
loyalty and cooperation — presents for government a problem that
simultaneously challenges the underlying premises and feasibility of both
contemporary management systems and the institutions of pluralist
liberal democracy." p. 316.

Almost all public management strategies are based on assumptions of
growth of revenues and expenditures; e.g. budgeting based on incremental
additions to a secure base.

A number of agencies have declined or died but Tittle has been learned,
e.g. Works Progress Administration, Economic Recovery Administration, Dept.
of Jefense, NASA, OEO.

ORGANIZATIONAL DECLINE AND ADMINISTRATIVE THEORY

The pervasiveness of the growth iceology makes it difficult for
elected officials, public managers or citizens to confront the reality of
decline and plan for it.

Under conditions of decline puzzles and paradoxes of management take
on new complexity. Examples:

1. The Paradox of Irreducible Wholes An organization cannot reduce
piece by piece by reversing the sequence of its growth process. Interdependencies
betiween units and agencies mean that a cut might produce consequences that
couldn't be predicted by analyzing the systems growth. The criminal justice
system is a prime example of a system that would have difficulty managing cuts
because of its fragmented funding, geographic and political bases.

2. The Management Science Paradox states that in times of excess resources
when you have analytic and planning capability (policy research units, MISs,
planning units) they are usually not needed because decisions are based primarily
on political considerations and the costs of error are negligible. When
resources dry up through, and these capabilities are most needed to make reasoned
decisions about cutbacks, these units are usually the first to go. So when you
have them you don't need them and when you need them you don't have them.

3. The Free Exiter Problem The term "free riders" was coined by economists
for those who take advantage of an organization's collective goods without
contributing their share. In times of growth,exclusionary mechanisms are needed
to prohibit free riders, in times of contraction inclusionary mechanisms are
needed to limit "free exiters". Those with the greatest employment mobility
are probably the very staff you want to retain. Mechanisms 1ike long-term
contracts with clauses that make pensions non-portable, for example, are needed
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to penalize "free exiters" while allowing managers to cut or induce into
retirement marginally performing or unneeded employees.

4. The Tooth Fairy Syndrome Initially everyone is optimistic that cuts
are temporary and will be restored by some unknown person - the tooth fairy.
Management faces resistance and cynicism with calls for voluntary sacrifices
countered with "you first, then me."

5. The Participation Paradox How does one single out units for
large sacrifices who have people participating in the cut process? The usual
answer is to avoid deadlocks and rancorous conflict and allocate cuts across-
the-board.

6. The Forgotten Deal Paradox In the private sector it is possible to
make bargains for restoring some cuts later on knowing they will be honored
by the management team in the future. Public sector managers can't really
expect top management to honor promises if they are even still around in
several years.

7. The Productivity Paradox It sometimes takes money to save money.
Front costs in training and equipment are sometimes hard to find or justify
in times of austerity, particularly if they mean laying off employees.

8. The Mandates Without Money Dilemma These often put managers in
the uncomfortable position of choosing between responding to local public
service preferences and retaining their flexibility to target cuts or non- .
compliance and the possibility of indictment and jail.

9. The Efficiency Paradox means that equal percentage cuts will have
a greater negative effect on efficiently run units than inefficiently run
units, punishing those who should be rewarded for good management. This is
typical of the disincentives for conserving in the public sector. Frugality
doesn't bring rewards or more resources to a program. Quite the opposite
it probably means your budget will be cut.

A typology of causes of public organizational decline and a
corresponding set of tactics and decision rules available for managing
cutbacks follows.

THE CAUSES OF PUBLIC ORGANIZATION DECLINE

Public organizations are unique in that they often deliver services
which have no easily measurable monetary value; budgets depend on
appropriations not sales. Decline in these organizations are political
matters with causes divided along two dimensions;

a. whether causes are internal or external to the organization,
b. whether causes are a product of political or economic

technical conditions. .




Figure 1. Causes and Locus of Organizational Decline

Internal External
BaTitical Political Problem
Vulnerability Depletion

Economic/ Organizational Environmental
Technical Atrophy Entropy

1. Problem Depletion - most familiar
- government involvement in

a. short-term crises -- floods, earthquakes

b. medium length interventions -- war mobilization,
counter-cyclical employment programs

c. longer-term programs -- polio research, space
exploration

- has developmental cycle of political definition of problem,
committment of resources, contraction after problem "solved"
or interest shifts.

- largely caused by forces beyond control of organization;
demographic shifts, problem redefinition and policy
termination.

2. Environmental Entropy -- capacity of environment to support erodes

- cities or regions with declining economic base, market or
technological shifts, transportation changes, mineral depletion,
intrametropolitan shifts of economic activities.

- effects most those who cannot move.

3. Political Vulnerability -- internal fragility
- lack of base of expertise, or positive self-image and history
of excellence more important than small size, internal conflict
or lack of leadership.
- effects new organizations more than old. :

4. Organizational Atrophy -- government organizations particularly
vulnerable because there is no market mechanism to signal malfunction
and pinpoint responsibility

- can be caused by a host of common management failures.

STRATEGIC CHOICES

A choice needs to be made between resisting or trying to smooth the
effects of a decline. Often the rhetoric will declare that one is smoothing
while in fact a manager is resisting in every way possible. Tactics for
either strategy are summarized in Table 2 below.




Figure 2.
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Tactics to Resist Decline
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Tactics to Smooth Decline

(Problem Depletion)
1. Diversify programs, clients and constituents

—
.

Make peace with competing agencies .

2. Improve legisiative liaison 2. Cut low prestige programs
3. Educate the public about the agency’s mission 3. Cut programs to politically weak clients
4. Mobilize dependent clients, 4. Sell and lend expertise to other agencies
§. Become '‘captured”” by a powerful interest §. Share problems with other agencies
group or legislator
6. Threaten to cut vital or popular programs
7. Cur a visible and widespread service a little to
demonstraie client dependence
(Environmental Entropy)
1. Find a wider and richer revenue base {e.g.. 1. Improve targeting on problems
metropolitan reorganization) 2. Plan with preservative objectives
2. Develop incentives 1o prevent disinvestment 3. Cut losses by distinguishing between capital
3. Seek foundation support invesiments and sunk cosis
4. Lure new public and private sector investment 4. Yield concessions to taxpayers and employers
$. Adopt user charges for services where possible to retain them
{Political Vulnerability)
1. 1ssue symbolic responses like forming study 1. Change leadership at each stage in the decline
commissions and task forces process
2. “Circle the wagons,"' i.e., develop a seige 2. Reorganize at each stage
mentality to retain esprit de corps 3. Cut programs run by weak subunits
3. Strengthen expertise 4. Shift programs to another agency
§. Get temporary exemptions from personnel

and budgetary regulations which limit
discretion

(Organizational Atrophy)

. Increase hierarchical control

Improve productivity

. Experiment with less costly service delwery

systems
Automate

. Stockpile and ration resources

N

6.
7
8.

. Renegotiate long term contracts to regain

flexibility

Install rational choice techniques like
zero-base budgeting and evaluation research
Mortgage the future by deferring maintenance
and downscaling personnel quality

. Ask employees to make voluntary sacrifices

like taking early retirements and deferring
raises

Improve forecasting capacity to anticipate
further cuts

Reassign surplus facilities to other users

Sell surplus property, lease back when needed
Exploit the exploitable




programs.

Once the choice of strategy is made the choice of where cuts will occur
must be made. This almost always involves a tradeoff between "equity and
efficiency". A straight forward triage* approach is difficult in the
public sector because of civil service and the mandated nature of some

Decisions based on equity are easiest to make, but not

necessarily the most effective for the long-term survival of the
organization. This can be seen by reviewing the five most commonly used

cutback methods.

L

Seniority -- Although based on laudable principles it usually gives
the manager no control over the differential effects of cuts on
subunits. Will probably inflict the most harm to minorities and
women who are most recent entrants to public agencies.

A Hiring Freeze works in the short run and buys time but can be
dysfunctional in the long run. It takes away the manager's choice

and ability to plan; is most likely to harm minorities and women who would
be nired next; it occurs at differential rates in different units; your most
competent staff are the most likely to be attracted elsewhere and not
replaced. Average age rises and skill pool is frozen just when younger,
more mobile, less expensive and possibly more creative employees are needed.
Even-Percentage-Cuts-Across-the-Board are expedient because they

transfer decision-making costs lower in the organization. They are
insensitive to differential needs of units though. A loss to a

large, unspecialized unit that would not be felt could cripple a

small, tightly integrated, specialized unit.

Productivity Criteria is useful even if difficult to calculate.
It assumes that all actors are rational and politics do not enter
the picture though.

Zero Base Budgeting is useful for several reasons:

a. It is future directed and allows for the analysis of both
existing and proposed new activities;

b. It allows for tradeoffs between programs below their present
funding levels;

c. It allows a ranking of decision packages by political
bargaining and negotiations so it can focus on activities most
likely to be affected by cuts.

* Triage is a French military term for the practice of sorting the wounded
into three categories: 1. those who will probably die, no matter what;
2. those who will live if given medical treatment; 3. those who will
probably live, no matter what. Limited medical resources are only spent
on the second category.




Problems include the expenses of analysis, the limitations of
cost/benefit analysis, and the internal political bickering
which is likely to ensue.

Unfortunately many managers will go along with cuts quietly and later
exit. The alternative "to facilitate long term survival is to develop in
managers and employees strong feelings of organizational loyalty and Toyalty
to clients, to provide disincentives for easy exit and encourage
participation so that dissenting views on the location of cuts could emerge
from the ranks of middle management, lower level employees, and clients.™ p, '322.
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Abstract “Management of Scarce Resources (or How to Be a Better Ang)" ,

Antone G. Singsen, Clearinghouse Review, Washington: Legal

Services Corp., November, 1979.

Introduction

This article presents some immediate cost cutting maneuvers that can be
instituted as well as some specific tools that could continue to be used to
cut costs and secure outside funding in the future. These difficult planning,
budgeting and priority-setting tasks are often avoided hoping that the
predicted period of austerity may never appear, but 1ike the fable of the
grasshopper and the ants, one runs the risk of starving to death come winter.

I. Statement of the Problem

The currént economic situation, and in some cases the political climate
as well, forces one to predict that future funding will, at best, only keep -
up with inflation causing managers to have to take a no growth stance. At
worst, future funding will require mild to drastic cuts in current programs.
Experience has shown that responses to these cuts have been largely haphazard
and unplanned probably creating more disruption than necessary.

[I. Management Options and a Period of Decline

The management tasks of priority setting, budgeting and planning for
implementation, that are required in periods of growth become essential in
periods of decline. The added difficulty is that almost any decision will
require the trade-off of one person's or group's values against another's.
Specific strategies depend on a number of factors: style and personalities
of the managers involved; a program's structure and style; who the power-
brokers are in decisionmaking; the morale, experience and concerns of the

staff; the nature of Board/Program relations; the state of client involve-
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ment; and the program's recent history. .
Two general strategies need to be balanced: resistance and smoothing
a decline.
Resistance
- A program can seek other new sources of funding
- Increase revenue by charging for some services on branching out into
areas that would produce a profit.
- Support the corporation's attempt to obtain new funds nationally by:
1. Showing that programs are curreht]y being efficiently managed
and are at peak levels of productivity.
- This might include experiments with less expensive delivery
systems, automation and improved supervision.
2. Educating the public to the need for legal services as well as
mobilizing clients to impress upon Congress the need. .
- Threaten to close programs and withdraw minimum access.
- Eliminate certain services (housing) to dramatically demon-
strate the need.
- Expand the client base by raising eligibility criteria.
If managers wait until the decline has beguh, many options will already
have been lost.

Smoothing a Decline

- Change, even in times of growth, threatens all involved; people resist
productivity improvements in absense of growth. Professionals' natural
skepticism of "management" tends to increase.

- With competing units fighting for shrinking dollars, maintaining
a focus on overall organizational goals and the needs of the client con- .

stituency as a whole becomes quite difficult. Three leadership styles
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. seem to produce different results:

1. A passive, figurehead leader, with good middle managers, can be

effective in times of growth, but will Tead to disaster in times
of decline.

- informal leaders will assert themselves

- leader's prior inactivity will be blamed

2. A manager who forms coalitions, seeks consensus and acts only

when solutions are negotiated will fare better.
Problems:
- Agreements slow, opportunities lost
- Accomplishing highest program priorities usually requires
deep cuts in some activities. Almost impossible with
. this style.
- Consequently leaders often leave when coalitions falter.
- Will try to back down all activities equally which is ok
if funding increases shortly but will reduce overall quality
drastically.

3. Most successful are managers who view changes as creative opportunities;

views all tasks as changes to be managed. Will attempt to maintain
the underlying values or mission of the program and stress excellence
in some areas instead of survival in all.
Many social service programs, like legal services, seem assured of
survival over the long run. Questions remain what their configuration will
be in the future and how the transition from here to there will be managed.
. II1. Priority Setting, Planning and Budgeting

A. Project Alternative Futures

A realistic sense of what the future holds and strategies for coping



-326-

with different prospects are essential. The budget is the central tool

for developing projections.

After some simplifying assumpt.ons are made, three projections should

be produced:

1. a worst case - no budget increases in the future;

2.

Sea

middle case - five percent increases in each subsequent year;

good case - ten percent increases in subsequent years.

Possible simplifying assumptions might include:

all funding comes from one or several fixed sources;

separate inflation rates for personnel (including fringe benefits)
and non-personnel costs;

personnel rate is a net figure which includes cost of living
increases and replacement of departing employees by new hires

at lower salaries;

total expenditures for each year will equal the grant (no surplus

or deficit is carried forward)

See Attachment A for an exercise that can be adapted to your situation.

B. Focus on Priorities and Objectives

Scarcity tends to make staff want to cut creative innovation, and

pull back to what has been done before and try to ride out the difficult

+imes. Unfortunately the highest priority program objectives and the most

exciting ventures may be cut. Given this vulnerability, consider resetting

priorities

with retrenchment in mind.

True priorities are always reflected in how resources are actually

spent. It

is useful to estimate if only roughly how resources are spent.

Wwhen budget breakdowns are not helpful estimate how staff use their time.



. C. Prepare the Program's Constituencies

Avoid the rumor mill; involve clients, board and staff in the priority
setting or decision making process with clear background information and
calculations of the effects of different cost cutting alternatives.

D. Develop a Plan

- Several plans really are needed until future trends become clear.
- Begin to plan before the worst occurs!

E. Utilize Money-Saving and Service-Modifying Devices

- Utilize monitoring visits and periodic meetings of project directors
to share cost cutting ideas.
Reserves

- Can be a important resource to smooth decline over several years.
Could be unexpectec savings that accrue but also could be money purposefully
set aside in a fully funded year preceding a precipitious cut. While
holding the money, put it in an interest bearing account.

- Difficult to use one-time funds on personnel unless it is someone
hired for a specified period of time.

- Alternatively funds availabe now can be spent to save money in the
future. Capitalizing a recurring expense like buying a building,or pur-
chasing a phone system, copier or other equipment can create cost savings.
Should consider full life-cycle costing of equipment as well as interest
lost by spending the funds now.

Non-Corporation Funds

- Many sources of funds: VISTA, Community Food and Nutrition Program,
Title XX, Older Americans Act, state legal services grants, United Way,
private bar contributions as well as specific funding from foundations.

- There are problems however:

1. Most funding has narrow restrictions on use,
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2. Targeted funding in a specific area doesn't allow you

to reallocate current funds elsewhere, often a maintenance

of current levels of effort is required.

3. Developing new service areas with targeted funding
usually increases overhead expenses that aren't covered
in the grants.

4. New funding takes substantial time to develop with lags
between application for funds and the receipt of money;

5. Funding can often be withdrawn with little warning;

6. Unexpected personnel costs are incurred for supervision
of volunteers like VISTA's.

- The private bar is an often overlooked source of pro-bono assistance,
from legal work to secretarial support.

Operating Alternatives

- Some cases can be handled in a highly routinized manner, eg. standard

forms for uncontested divorces. This leads to "do-it-yourself" kits that
clients or community agency personnel can be trained to use.

- Word processing equipment can increase productivity not only of
paper work but also of bookkeeping if appropriate equipment is used.

- Staff can develop time management skills to improve work habits.
0ffice-wide "quiet periods" can increase productivity. Savings can be had
by delegating tasks from high salaried to lower-salaried staff.

- Besides using pro bono attorneys, trained community groups could
provide lay advocacy skills so that program staff could focus on appeals
and test cases. Local groups could also do intake and screening of cases

with their clients for a program.



300~

Buying a building with a profitable business or running a legal clinic

for those who are not eligible for free service could general profit for

the program's use.

- Programs could pool administrative functions such as accounting,

to cut costs as well as participate in bulk purchase agreements.

Personnel

- This is the largest part of any budget and the most personally
difficult to alter, it has major effects on morale, staff experience
level, turnover and productivity. Unionization is also either an reality
in some programs or a threat.

- It seems best, in order to retain the most experienced staff, to
cut back services to maintain annual salary raises.

- A year-end bonus might cost the same as a raise but provide
an incentive to stay through the year.

- Reducing staff through attrition is possible but difficult to do
across the board. Staff with crucial skills need to be retained. The
random nature of attrition has negative impacts so that lay-offs or forced
resignations, although painful, may be best in the long run. If information
is shared about the need for lay-offs internal strife is reduced. Unioni-
zation is more likely with directed cuts though, and there will often be
one-time costs for unemployment benefits.

- Staff sabbaticals can save money without forcing resignations

- Use of part-time workers can save money. Two half-time workers
will generally do more than one full-time staff. If near a university,

work-study students can be used very cheaply.
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Fringe Benefits

[ - As raises shrink, the importance of fringe benefits packages increase.
Shopping around for the best insurance package and instituting several
personnel policies can produce substantial savings. Possibilities include:
1. Exploring the market periodically for the most competitive health
and 1ife insurance;
2. Paying all of employees' social security which reduces their salary
(and taxes) and reduces the program's salary base and hence the
amount of total social security payments required.
3. Developing region wide fringe-benefits package;
4. These consortinums or larger programs could self-insure;
5. Have employees contribute some amount towards the costs of depen-
dent coverage to provide incentive for them to utilize a spouse's
average if it exists; : .
6. Scale benefits so that those who have been with the program longest
get better benefits like longer vacations and more sick leave.

Non-Personnel

Most of these items were covered previously except:

1. Travel reimbursements could be reduced or program cars purchased
if analysis showed it would save.

2. Long distance travel to conferences should be planned so cheaper

tickets could be purchased in advance.
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Attachment A

Alternative Budget Projections Worksheet®

A realistic sense of what the future holds for a program is fundamental
to good planning. Managers should project several different futures that
might occur and plan for each of them. The budget is the central tool for such
projections. By considering the worst budget future that is likely to develop,
the most difficult problems can be anticipated. Projection of more positive
possibilities allows a manager to create a plan that includes maintenance of
existing efforts and program improvement. Melding the different plans together,
so that the program can adapt to whatever actually happens, creates the firmest
basis for taking action. :

Managers can obtain an easy look at three possible features for their
program's budget by completing the exercise that follows. Using the program's
current grant and expenditure pattern, together with some simplifying assump-
tions about the next several years, the exercise produces deficit (surplus)
projections for a worst case (no grant increase after 1980), a middle case
(five-percent grant increases in 1981 and 1982), and a good case (10-percent
grant increases in 1981 and 1982).

Assumptions

The exercise assumesthat appropriations will provide a five-percent
inflation adjustment in 1980 plus a one-percent one-time grant. It assumes
that there is only one source of revenue. It also assumes separate inflation
rates for personnel (including fringe benefits) and non-personnel expenses.
The personnel rate used is a net figure which includes both increased cost of
living ana replacement of departing employees by new hires at |ower starting
salaries. The assumed inflation rates for personnel are seven percent in
1980, eight percent in 1981, and eight percent in 1982. For non-personnel,
the assumed rates are 12 percent in 1980 and 10 percent in both 1981 and 1982.

Directions

To complete the exercise, fill in the top line of the table with the
program's 1979 grant level and actual distribution of expenses between
personnel and non-personnel. Assume that total expenditures for the year
will equal the grant. For each of the next three years, fi1l in the lines
according to the directions. This will produce projected expenditure levels
for 1980, 1981 and 1982. At the same time, calculate the grant that the
program will receive for those years in the worst case, the middle case and
the good case. Subtracting the projected grant from the projected expenses
will produce the projected deficit.

Comments

Each program's actual distribution of expenses between personnel and non-
personnel will result in slightly different deficit projections. In an average
program, with 75 percent of the budget in personnel, the exercise shows that,
in the worst case, the program will have a two-percent deficit in 1930, an
11 percent deficit in 1931, and a 21-percent deficit in 1982. In the middle
case, such an average program will have a two-percent deficit in 1982. In the
good case, which involves annual inflation adjustments higher than in any year
other than 1977, there is still a two-percent deficit in 1980. 1981 shows a
one-percent deficit, and 1982 balances.

* Developed by A.G. Singsen in "Management of Scarce Resources (or How to be
a Better Ant)", Clearinahouse Review, (lashington: Legal Services Corp.).
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_ Another way to view these calculations is to ask what part of existing
operations can still be supported in 1982. Using all of the assumptions
stated for the worst case, only 82 percent of the 1979 budget is going
toward activities that can be maintained in 1982. (For any particular case
and program, this figure is created by dividing the expected 13982 grant by
the expected 1982 expenses.)

YEAR ITEM EXPENSES GRANTS

L3

Personinel  Non-Pers. Total Worst Middle Gund

1979 Expenses and Grant i = = = -

1980 Expense Increases:
Personnel (1979 expense times .07)
Non-Personnel (1979 expense times .12)
Total Expenses (1979 plus increase) + =

Grant Increase: L
Worst. middle and good case:
Grant up 5% (1979 grant times .05)
One-time grant (1979 times .01)
Total Grant: (1979 plus two increases)

1980 Deficit Projected (expense less grant)

1981 Expense Increases:
Personnel (1980 expense times .08)
Non-Personnel (1980 expense times .10) b
Total Expenses (1979 plus increases) M =

Grant Changes:
Worst Case:
1980 One-time grant (repeat the figure)

Total Grant (1980 grant less 1980 one-time grant)

Middle Case:

57% grant increase (1981 worst-case grant times .05)

Total grant (1981 worst-c..se grant plus 1981 middle-case increase)
Good case:

107 grant increase (1981 worst-case grant times .10)

Total grant (1981 worst-case grant plus 1981 best-case increase)

Deficits (Total 1981 Expenses less 1981 grants)

1982 Expense Increases:

Personnel (1981 expense times .08)

Non-Personnel (1981 expense times .10) ol H
Total Expenses (1981 plus increase) + =
Grant Changes:

Worst Case (1981/grant)

Middle Case:

5% increase (1981 middle-case grant times .05)

Total grant (1981 middle-case grant plus 1982 middle-case increase)
Good case:

10% increase (1981 ygood case grant times .10)

Total Grant (1981 good case grant plus 1982 good-case increase)

Deficits (Total 1982 expenses less 1982 grants)
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A personnel cutback

need not end a man'’s career;
properly done, it can begin
a new one

Basil Robq;t C_uddihy

A few years ago, the Alu-
minum Company of Can-
ada, Ltd., was faced with
a period of adverse busi-
ness conditions that made

assive managerial cut-
inevitable. Recogniz-
th-- the company

share e responsibility
for the expendable execu-
tives, and that the avail-
able, dme-tested
techniques for firing
people did not meet that
responsibility, Alcan tried
a new approach that
attempred to help each
dismissed employee find a
new job and to under-
stand why he had, in a
crisis, become expendable.
Since most of the people
found new jobs, the pro-
cedure Alcan implemented
was a success. It also led
the company to adopt new
performance appraisal
procedures to prevent re-
currences of this situation.

]
The author writes from
first-hand knowledge. Mr.
Cuddihy is, and was at the
time of the cutback,
Alcan’s staff psychologist,
specializing in employee
emotional rehabilitation
and assessment. He is a
member of the American
Psychological Association
and the Internadonal
Association of Applied
Psychology.

At one time, only clerical and blue collar workers
fell victim to adverse business conditions or finan-
cial setbacks. The executive suite and the laboratory
were sacrosanct and their occupants secure. But
those days are over. Now it is no longer uncommon
for executives, professionals, and administrative
personnel to suddenly find themselves out of a job.
Unlike clerical and blue collar workers, however,
these men and women are simply unprepared for
this fate. First, they have always belonged to a se-
cure work force that does not anticipate being laid
off. Second, they usually have not given much seri-
ous thought to their careers.

Although the dismissals experienced by the increas-
ingly large number of high-level personnel are often
precipitated by a profit squeeze or some other finan-
cial crisis, the crisis itself does not cause these indi-
viduals to be chosen for dismissal. They are ousted
because for one reason or another they have fallen
into a career slump or have become managerially
obsolete. When the squeeze comes, they are the
ones who feel it.

Traditdonally, there have been two ways to deal
with the individual who can no longer contribute
to an organization’s growth. The first is the gentle,
“let’s be nice” approach: no one mentions what’s
happening but everyone knows what’s going on. A
person suddenly finds his responsibilities reduced,
his name removed from routing slips, and his pres-
ence no longer required at meetings. The second
way is to tell someone bluntly that he is fired. For
those who can take it, this may be kinder in the
long run, since it certainly leaves a person with no
illusions about his place within the company. But
there are those who cannot take it, those for whom
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this blunt approach may be the beginning of a
serious, even fatal, physical and/or emotional de-
terioration.

In this article I am going to suggest a different ap-
proach to the problem of executive redundancy. It
was frst tried by my company when over 200 pro-
fessional and managerial people had to be dismissed
becauss of unalterable business conditions. First, I
shall discuss the process by which individuals be-
come expendable and the necessity for sharing the
blame for these failures. Next, I shall describe the
new, constructive approach my company has taken
to make the separation procedure more socially re-
sponsible. Finally, I shall recommend steps other
companies might follow in order to avoid painful
dismissals, with their accompanying bitterness and
anxiety.

Crisis by consensus

Alcan is the short name for Alcan Aluminum Ltd,
for many of its subsidiaries, and for the Alcan group
as 2 whole. In this paper, we are concerned with the
Montreal head office of Alcan Aluminum Ltd., with
the Montreal ofices of the Aluminum Company of
Canada, Ltd., Alcan’s largest subsidiary, and with
certain of their plants throughout Canada. At the
close of 1971, after a prolonged period of business
setbacks, Alcan’s management decided that at least
200 employees in the head offices would have to go.
In trying to devise a method for dealing with the
problem, top management decided that both tradi-
tional approaches to cutbacks were unacceptable.
Both methods assume that the employee is the only
one to blame for his situation, whereas Alcan felt
that it is the shared responsibility of the company,
the employes's boss, and the organization’s culture,
as well as of the employee himself.

For many years Alcan had provided a very secure
career for its employees; it seemed as difficult for
anyone to lose a job as it was to get one in the first
place. This attitude naturally led to a sense of com-
placency which the company saw no reason to
undermine.

Another factor contributing to employee stagnation,
which Alcan recognized as being present in its own
offices, is poor communication between a boss and
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| Qs subordinates. Many employees had not received  but neither they nor their superiors had identified i

a formal performance review or appraisal for the last
I5 or 20 years. Of course, some quite comprehensive
appraisals did exist, but once compiled they were
merely filed away, without any pertinent informa-
ton being relayed to the individuals concerned.
And even though some appraisals of these em-
ployees had been done on an informal basis, the
individuals concerned did not hear {or choose to
understand) the messages that were being given
to them. Many employees, therefore, never really
knew what the organization, as represented by their
bosses, thought of them. Understandably, they as-
sumed that they were doing fine and that their per-
formances were satisfactory. :

Also contributing to a lack of equity between per-
formance and rewards are the subcultures that de-
velop in the surrounding social environment. A
company’s senior management often becomes a cul-
tural and social elite. Membership in this group is
based not on job performance alone, but often on
an executive’s awareness, activities, and participa-
tign in “right things” as well. It is clear that many

ors unrelated to competence or ability are

ighed when considering someone for promotion.

Finally, individual executives are al<o responsible
for their own plight. Many of them have never done
any serious, constructive career planning In some
cases, they got into the habit of making haphazard,
undirected decisions as early as their college years,
and are still following employment paths chosen
years ago in that same youthful fashion. Once
embarked on a career within Alcan, these people
stopped thinking about the future., They assumed,
rightly or wrongly, that the company was looking
after them and their careers. Most often_these men
reported that they had received good adnual salary
increases throughout their working lives and, hav-
ing no other performance yardstick, had assumed
that they were doing 2 good job.

If effective career planning had been part of their

activities, these people would have asked for feed-

back on their performance when that information

was not volunteered. Unfortunately, most of the

executives in question had developed in an era in

which one did not queston or challenge anyone
greater authority.

us most of the employees we laid off were mem-
bers of the executive, managerial, and professional
staffs, mainly in the 40 to 60+ age group. Strictly
speaking, many of these men were not incompetent,

their real strengths and skills. And even when the [

employees (or their bosses| finally determined that
they needed job changes, it was very difficul. to seil
them to other departments within the company.
Most other managers were not willing to take
chances with misfits, even when they were pre-
sented as having acquired whole new sets of skills.

Regardless, then, of how it happened or who was to
blame, Alcan had a real problem. It had to develop
a positive, humanitarian, and socially responsibie
program to help 200 middle-aged employees embark
on new careers outside the organization.

Career cul de sacs?

/s

Since neither of the traditional methods of dealing
with the redundant employees was acceptable, it
was decided that a third-party functional group
should be set up to help managers and employees
deal constructively with the manpower cutback.
This unit included a line manager from personnel,
two outside consultants, and the staff psychologist
(myself).

The line manager is a crucial member of this unit.
Because he is the employee’s first point of contact
after the termination interview, the success of a
program like this depends heavily on his skills. He
is a key man because he has credibility within the
production end of the organization; not only has he
worked as a manager, but his age, years of service,
and level in the organization are about the same as
those of the people that he will deal with in this
kind of termination process.

The traditional professional personnel man would
be unable to perform this task very effectively; in
protecting the company’s interests, he is often tied
too closely to the rule book. The job requires a
man with a great deal of flexibility, understanding,
and common sense. He must be both hard-nosed
and empathetic, and he must know the particular
organization thoroughly. Although the professional
personnel man may be very generous with his sym-
pathy, we have found that this does not help the
employee who has just been laid off. Being overly
sympathetic or saying such things as “I'll see what
I can do for you within the cammenw/ wxil oot
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raise the man’s hopes of reversing the “awful mis-
take” that led to his dismissal.

Because of the unit’s freedom from daily adminis-
trative requirements, it is able to devote a great deal
of individual time to each person, and thus undez-
stand particular needs far more thoroughly than the
employee’s own manager could. It should be men-
tioned, however, that one of the most important
factors in making this whole scheme work is the
total commitment, both moral and financial, of the
company’s senior management. Without this the

program will fail.

The procedure itself

The actual termination encompasses a great number
of steps and in some cases takes up to four months
to complete (see ruled insert on page é5). The pro-
gram begins when an employee’s superior identifies
him as redundant, meaning that there is no longer
a place for him in that division. The personnel
department then makes a thorough search in all
other departments and divisions within the com-
pany for other possible positions. If nothing is
found, the man is considered redundant for the
entire company.

The immediate supervisor then discusses with the
special unit the terms of financial settlement and
any other problems involved. All pertinent informa-
fon about the effective date of termination, finan-
cial settlement, pension, life insurance, and medical
insurance are then spelled out in detail in a letter
that will be handed to the employee by his boss at
the time of the termination interview. This letter
(1) advises the man to get in touch with the em-
ployee benefits people in the company, tax spe-
cialists, and so forth, to discuss any further policy
details he may want clarified, (2) lists the members
of the special unit, and gives their respective tele-
phone numbers, and (3] instructs the employee to
get in touch with the unit as soon as possible.

Before the actual interview, the unit asks the com-
pany physician to check the employee’s medical
history to determine if anything in his background
would be aggravated by his termination. If there
seems to be some evidence in his flle that the news
of firing would be exceptionally traumatic, a meet-
ing is arranged between the immediate supervisor
(who will conduct the initial interview), a member
of the special unit, and the medical officer to discuss
an appropriate strategy for the termination inter-

view. This is highly important, for the supervisor as.
well as for the employee to be dismissed. It is no
easier to fire than to be fired. We often role play the
interview for the supervisor and, if necessary, write
out for him exactly what he ought to say. If there
are medical problems, arrangements are then made
to have the employee visit the medical center as
soon as possible after the interview.

1€ it is felt that some serious emotional or psycho-
logical probfcm may exist, the executive conducting
the termination interview will often make an ap-
pointment for the employee with the special unit,
without waiting for the employee to make the first
contact. This appointment is usually scheduled for
the same day as the interview, or, at the latest, for
the next morning. An employee should be informed
of his dismissal as early in the week as possible
so that the unit may begin to help him before the
weekend; sitting at home on Saturday and Sun-
day without any assistance can be enormously

upsetting.

At this point I feel that it would be worthwhile
to describe the experiences of an individual whom
Alcan dismissed, and, at the same time, include
some of the relevant dialogue that took place be-
tween him and the various members of the special

unit during his termination process.

The man in the machine

Péter Martin, a 54-year old electrical engineer, had
28 years of service with our company. He worked
his way up through the organization—from junior
engineer in power house operations to assistant su-
perintendent and then superintendent of electrical
maintenance in one of our smelters, and finally to
technical customer representative in wire and cable
sales. Peter was declared redundant when it was de-

"cided to decentralize all of our customer technical-

support functions. At the time, he was earning
$24,000 a year. His wife and one of four children
were living at home, two other children were ac
tending universities out of town, and his daughter
was married.

After his termination interview, Peter was badl
shaken. He came almost immediately to see our li

manager and said, “I just don't understand how

company can do this to a man after 28 years of harc
work. I know lots of people who are less competen
than me, and they’re still working here becaus.
sorneone cared enough about them to find them .
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Steps and timing of the
termination process

Identification of redundant
employee

Internal search for alternate
job possibilities

- Supervisor's initial discussion
with special unit, and prepa-
ration of termination letter

Check of employee’s medical
history

Coaching supervisor on ter-
mination interview strategy

Termination interview

Mesting of separated
employee with line manager
{ smecial unit

*selling and process of
r 2ntation loward outside
world

Initial interviews with outside
consultants and with staff
psychologist

Possible imterview with
company doctor |

Beginning of psychological
assessment

Relocation to new offices

Intensive work with consuit-
ants to finaiize resumés

Consultation with employee
banefils staff for advice and
clarification of termination
policy

Time lag between circulation
of resumds and first job
Interviewa

Counselling with line man-
ger of special unit and with
ff psychologist

“hack session - results of
selling and assessment

Time needed for employment
interviews

New job found

Informal - usually three to six
months before termination

One month before termination

One to two weeks befora
termination

One week before termination

One to two days before *
termination

Should be held from Monday
to Thursday onfy, and early
in the day — nevar prior to
vacation

Immediately after termination
interview

Same day as termination
interview, continuing for one
week, with periodic interviews

Within three days of
termination

Within three days of
termination -

Within one week of
termination

Within one week of
termination

Within ten days of termination

-

Within ten dlyi of termination

Usuaily three to four weeks

Continues for two to three
waeks and tapers off as the
amployee gains confidence

Within two weeks of
termination

Usually three to four months

Usually within four months

=343~

job. Why don’t you put yourself to work and find
me something?” Qur line manager explains to the
employee that, no matter what he might think to
the contrary, the organization has already been
thoroughly searched for other possible positions for
him. The termination interview is itself an indica-
tion that nothing suitable could be found within
the company.

The line manager has to emphasize to the employee
the importance of realizing that the umbilical cord
with the company is severed. He recommends im-
mediate action, advising the employee not to waste
time worrying about why he was let go. The im-
portant thing is to find a new job as soon as pos-
sible. Obviously, only a hard-nosed line manager is
capable of such blunt statements—someone com-
mitted to making the employee face the facts.

The employee is given a package of written material
that outlines the basic do’s and don’ts of job hunt-
ing. This package includes names and addresses of
people in reputable management-placement firms in
the city and the major personnel-placement people
within government agencies. It has basic informa-
tion about resumé preparation, financial manage-
ment, and so forth. The line manager then explains
to the employee that he will be given a certain
amount of money to cover traveling and miscellane-
ous expenses that he may incur while searching for
a new job.

A very important part of the termination policy is
the financial settlement, discussed with the em-
ployee at his first interview. Alcan has had an ex-
tremely generous termination allowance for all of
its executive, managerial, and professional person-
nel. The settlement is usually based on years of
service with the company, and generally amounts
to one month’s salary for the first year of service
and two weeks’ salary for every year after that
However, the settlement can vary according to age,
quality of service, number of years’ participation in
the pension plan, physical health, and so on.

This financial settlement helps provide a comfort-
able cushion for the employee searching for a new
job, and it also helps relieve some of the isolation,
desperation, and stress he may feel, brought on by
termination at this critical stage of life.

After dealing with the immediate practical ques-
tions, Peter spoke about more personal concerns:
“How can [ tell my wife and kids that the ‘bread-
winner is out on the street?’ We always advise em-
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ployees to inform their families as soon as possible
of their termination. We realize that this may be very
difficult, and on a few occasions we have helped
employees explain the situation to their wives.
Women at this age are often suffering from the
psychological and emotional problems that accom-
pany menopause, and the news that a husband has
just lost his job can aggravate these difficulties. Chil-
dren should also be told right way, if they are old
and/or mature enough to grasp the situation. We
find that, in their willingness to help reduce ex-
penses during this period, children can be a great
source of support. :

Peter expressed his exasperation and depression by
declaring that he was too tired to look for a job: “I
think I'll take a few weeks off to collect my thoughts
and gather my strength before I go out job hunting.
Maybe I should put my house up for sale, too, to
consolidate my assets.” This is always discouraged:
valnable time is lost and important opportunities
are missed by taking a break at this strategic point.
And selling a home before knowing the new job
location can tum out to be a financial drain.

At some point during this interview, most of the
employees we see indicate some concern about their
physical conditon, and usually ask for a thorough
medical checkup, even if they’ve had one earlier in
the year. This is easily arranged through the com-
pany medical center. As would be expected, the
older the employee, the more worried and, there-
fore, the more likely to request & physical exam.

One of the final things the line manager suggests to
the employee is that he change his base of operation
within the company as quickly as possible, moving
from his present location to a space provided on a
floor of the main building. On that floor the em-
ployee has an office, shares a secretary, and has free
use of stationery, telephones, and printing and dup-
licating equipment.

This abrupt move from his old office and friends
might at first upset the employee but it has definite
positive aspects. First, the employees in this tem-
porary office space soon meet and begin to help
each other by exchanging information about jobs,
contacts, newspaper ads, and so forth. Second, there
is a clear psychological advantage for the employee
in being able to look for work from a secure job
base while not having to cope with his old job’s
responsibilities or with the embarrassment of his
friends. The space is available to the employee until
he finds a job, regardless of how long that takes.

Third, the move emphasizes that 2 180-degree tum
has been taken: in this new setting the employ

is forced to think positively about the challc‘
2head of him instead of focusing bitterly on the p

Cutbacks can be constructive . ..
g

During the whole procedure, the company's primary
goal is to help the employee become active and as-
sertive on his own behalf. Thus, as soon as possible
after the initial interview with the line manager, we
introduce the executive to one of our outside con-
sultants. The consultants’ responsibilities are sepa-
rate; one handles technical personnel, such as chem-
ists, physicists, and engineers, and the other deals
with management and professional people, such as
economists, lawyers, accountants, and employees
who, because of moves up the administrative ladder,
have been away from a technical field for 2 num-

ber of years.

Peter relaxed somewhat when he heard about the
consultant help. “Well, I guess they can find 2 job
for me. That's some consolation for a man my age,
who’s never been on the job market.” This notion
is dispelled immediately. We y to make it very
cleat to the employee that the role of these consul-
tants is not to find jobs but to give him the tech-
niques that will enable him to market himself more
effectively.

...creating new careers...

During appointments requested by the employee
himself, the consultants spend eight to ten hours
with each person, helping him through a series of
exercises and trial interviews to pinpoint his job
preferences and to strengthen his interviewing
weaknesses. They help him prepare his resumés, and
occasionally recommend preparing several resumes,
each emphasizing different facets of his education
or work experience. He is encouraged to follow the
local, national, and financial papers and the trade
and government publications, where job openings
might be advertised. This process has an add‘

vantage, in that it involves a fair amount of
ity very soon after the employee’s terminatiort;
that he is kept occupied. This is good therapy for
that early traumatic period.
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...and confidence

An interview with the company’s staff psychologist
is the next step in the termination procedur:. This
usually occurs within a day of the employee’s first
visit to the outside consultant. The role of the psy-
chologist/counselor is one that is different from but
complementary to that of the line manager from
personnel in the special unit. The line manager
“softens” the man up, to a certain extent, in a fairly
firm and direct manner. He gives him the facts he
" needs to know about what the company is prepared
to do. The psychologist tries to help the employee
understand both the experience he has just been
through and the problems that he will have to face
during one of the most difficult periods of his life.

2

Peter did not feel as threatened as we thought he
might when it was suggested that he take advantage
of the help and services that the company psychol-
ogist might be able to provide. When Peter came to
see me, he said, “I've been eatng alright, but I'm
ot slccpmg very well; I've had such terrible night-
. since I got the news the day before yesterday.”
o explain to the employee that anxiety and
tension are normal and entrely understandable dur-
ing this job-hunting period, and that if he has
trouble sleeping or keeping his anxieties under con-
trol, some mild medication can be prescribed by the
company doctor.
Peter's initial reaction was typical. “I don’t believe
in that sort of thing. What do you think I am—some
sort of pill-popping drug addict?” I peint out to the
employee that all the physical, mental, and psycho-
logical resources available to him will have to be
mustered during the next few months for this very
demanding phase, and that there are times in life
when medication can be very helpful.

-
Every employee is offered a complete psychological
assessment. Although we stress the confidendality
of the assessment and the fact that all information
will be shown directly to the individual, it is still
considered to be a threatening experience. Peter
asked the obvious questions: “What will be in-

Ived? What will T have to do? How long will it
chf Will it do me any good?” I explain that the

rr_\iss involves an interview followed by intelli-
ge. #, aptitude, interest, and personality tests that
should help the individual assess his strengths and
weaknesses and enable him to sell his abilities more
realistically.

* i ation. Peter

~345-

Peter was doubtful. He said, “I had psychological
tests once when I was in high school, and I was told
I would never make it to a university. Anyway, what
good will it do me now to find out I should have
been an accountant rather than an engineer? [t's
much too late to change.” I tell the employee that
the purpose of the assessment process is not neces-
sarily to make him change, but to help him get a
less biased, more objective, and perhaps even scien-
tific view of himself. The assessment should help
the individual see what went wrong in the past so
that he can avoid the same errors in the new job.
It might even help him become aware of a new
marketable talent.”"

Most of the employees, including Peter, accept this
assessment offer—if not initially, then at least after
a few days of thinking it over. [To reassure the em-
ployee of the process’s benefits, we refer him to
others (with the latters’ permission) who have taken
advan:age of the assessment offer and have found
the information useful in finding a new job.]

To avoid putting the man through any more stress
than is naturally generated by such a situation, the
actual testing is usually spread over a 2-day period.
Once the testing is finished, there is a waiting period
of 10 to 14 days to get the results. During this time
the employee works with the consultants, sends out
resumeés and letters, and begins the interviewing

" process. =

The psychologist then meets with the individual to
discuss his test results. Like most of the men, Peter
was very anxious and nervous at this time, and he
had begun to lose his self-confidence. He was quite
downcast when he came into my office. “I'm not
mad at Alcan anymore, but I guess I'm no good. I
was just kidding myself all these years. | must really
be incompetent.” Because very often the individual
has as yet received no replies from his inidal con-
tacts or job interviews, this attitude gets reinforced.

Now, seeing a psychologist who, by telling him his
test results, will probably further increase his loss
of confidence and self-esteem is the last straw.
Peter said, “All I need right now is someone like
you to drive the final nail in my coffin. But after
all, I didn’t exactly feel up to par when I was writing
those tests, so I probably didn’t do very well at all.”
This defensive attitude is typical. In 995 of the
cases, the employee will underestimate his intelli-
gence by a fairly substantial margin. When told just
where he st:nds on a nauonal average, he either
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responded, “You’re just trying to make me feel good
because you know I'm out of work.” (We found, in-
cidentally, that just about all of the employees Alcan
dismissed fell within the top 8% to 10% of the popu-
lation in terms of measurable intelligence.)

During a session lasting from three to five hours,
the test results are explained in great detail. The psy-
chologist should explain what the test was designed
o measure as well as how the individual actually
performed on it

Another very important part of the feedback is the
dialogue generated between the psychologist and
the employes. The employee is encouraged to ques-
don, challenge, and discuss what he hears. Very
often he himself will give very good illustrations
from his experience to explain something that has
been mentioned. When this feedback process is
Anished, the individual is given a verbal summary
of the psychologist’s findings and recommendations.
Some people find it helpful to bring a tape recorder
o the session for later reference.

We have found that the most importaat thing to
come out of the assessment process is the restora-
don of self-esteemn and confidence. The employee
knows that the psychologist is being as straight-
forward and objective as possible, and (perhaps for
the first time in his working life] he is hearing—and
facing—the good and the bad about himself, told
honestly. He Ands out that he is. not as bad as he
had begun to think he was; that he is a relatively
stable, intelligent, worthwhile human being who
has some very valuable, marketable skills to offer,
even at age 50 Or 55.

There is 2 metamorphosis in attitude from the time
an employee enters the psychologist's office as a
band-wringing, apprehensive individual to the time
he leaves. When Peter left, he was in a much hap-
pier frame of mind, “Well, I guess I'm not all that
bad after all. Too bad I didn’t go through a session
like this 25 years ago. Maybe I wouldn’t be in this
jam today if I had been through something like this
earlier in my career.”

The employee is now in a state of mind to turn his
back on the company and move forward in a new
direction. He can tell himself that they were wrong,
that they missed their chance to use his valuable
executive know-how, and that now he will show
them by using his new-found enthusiasm to find a
job elsewhere.

—

o - —"
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Conclusions

Our experience with this program taught us two
basic lessoms: (1) that middle-aged executives do
have marketable skills and can find new jobs if they
look for them, and (2) that the cost of running such
a program is great, both in terms of money and
emotion, and that if a few guidelines are put into
use, these costs might be lowered.

1 Middle-age skills are marketable

It became so evident to us during this staff cutback
that the old, “if you are over 40, you can’t get a job”
cry is nothing but a myth. Men and women rang-
ing in age from 40 to 62 were able to find jobs. About
90% to 95% of the people who used our relocation
services found new jobs in less than four months.
Most found employment at salaries equivalent to
or better than those of their previous positions.
Those who did take a cut in salary usually had the

.Ixc or more take-home pay for the initial new-

ployment period because of the generous termi-
nation allowance.

It is too early to assess whether all these people will
be better off in their new jobs, but early feedback
is very encouraging. Many of them have told us that
they are pleased with the change, some even ad-
mitting that it was the best thing that ever happened
to them. Some have expressed great new confidence
in themselves, because they feel that, on their own,
they found more challenging jobs under adverse
conditions.

According to firsthand reports from our outside con-
sultants, the new employers are also very pleased
with their new personnel. We hope to‘be able to do
follow-up research to see how the individuals and
their new employers feel about each other after the
halo effect has worn off.

2 Once is enough :
It also became abundantly clear to us that the need
for the cutback could have been avoided if our man-
wer-planning personnel were more systematic
' conscientious. It was fortunate that our pro-
worked as well as it did, but the cost—in money
and in emotional energy of the people involved—
Was enormous. And this high cost is unnecessary.

Although we still use the same termination pro-
cedure when we have to fre someone, there are

ways it might be improved. Perhaps in the future
the termination settlement policy will come under
review, and other approaches costing less money
will turn out to be more beneficial to both the indi-
viduals and the company. But it is my view that
the most beneficial step is to prevent the recurrence
of situations for which mass cutback is the only
answer.

Alcan’s managers and employees now see that the
development of the individual is a lifelong process,
and that they share responsibility for it. To help
out from the management side, we have instituted
a system whereby managers from all locations who
are functionally responsible for certain areas (such
as production or maintenance) meet at least twice
a year to discuss all their employees. This system
helps the managers identify an employee’s problems
early in his career and helps develop action plans
on which they must act before the next meeting
is convened. Therefore, group pressure forces the
boss to sit down with his subordinates and discuss
their career plans.

Alcan has also instituted career-planning programs
for its personnel, for groups and individuals. These
programs help employees understand their strengths
and weaknesses while they are still young and flex-
ible, and they force employees to think seriously
and constructively about their careers and to com-
municate these concemns to their superiors. It is
hoped that these two programs will help break
down the communication barriers that exist between
employees and managers.

Finally, even though they did not personally go
through this bitter experience, the employees who
are still with our company also learned 2 lesson that
cannot but help them—and Alcan—in the future.
They learned that their first responsibility is to
themselves and that company loyalty does not guar-
antee a successful career. How to make use of what
one has to offer is a personal decision. Of course,
an employee may never realize his full work po-
tential, but if so, it should be for reasons over which
neither he nor the corporate system has any control.
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CROSS-IMPACT ANALYSIS AND OUTCOMES ASSESSMENT

PURPOSE

To provide a structured way for small or large groups to

systematically identify and assess the impact of all
outcomes of a particular planned strategy.

of the

SUMMARY

one into "going with the flow" or engaging in

consensus on issues.

All too often strategies are developed and implemented
without any more than an ad hoc examination of the
consequences, both intended and unintended, that may
occur. This occurs, amongst other reasons, because
the group dynamics of the planning process can full

"groupthink". Further, the apparent complexity of
the issues seems to defy analysis. Cross-Impact
Analysis or Outcomes Assessment provide a structured
way for a group to examine the potential impacts of
a plan in a way that invites constructive criticism,
often leads to new insights and can build group

PROCESS

A group activity (that could be done individually) in which the

outcomes of a particular plan or sub-plan are systematically
listed. The probability of these events occurring are estimated
and the "costs" — negative consequences for that group = and

the "benefits" — positive consequences —— are noted.
results are produced in small groups and the results
plenary sessions. In cases in which one stakeholder
"henefit" might be another's "costs", advocacy roles
assigned so that the discrepant values can be better

TIME

These
shared in
group's
can be
articulated.

3 hours is the minimum amount of time used to address a
well bounded strategy. Total time spent using the process
depends upon the complexity of the scenario analyzed, the
level of detail required and the size of the group.

NUMBERS

A good minimum group size ig five. Larger group can divide
into groups of five to seven members to analyze different

aspects of a proposed strategy oOr to separately
same scenario and later compare results.

REFERENCES

analyze the

Carney, T.F., No Limits to Growth: Mind Expanding Technigues, .

(Winnipeg: Harbeck and Assoclates Ltd, ; L190]) .
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CROSS-IMPACT ANALYSIS*

Cross-impact analysis usually follws from scenario building or
the development of action steps in a plan. It's a framevork
for analyzing the potential impact of one forecast event upon
another. The framework involves a matrix that systematically
explores all relationships, and a display code that shows
clearly what's going on inside each relationship. Also, a
definite set of procedures sets out what participants are to
do and how they are to do it. Let's review an example, to see
how all this works.

PROCESS

Break up your group into unevenly numbered buzz-groups (5 is the
best number for such a group). Each buzz-group should have a
facilitator. His/her duty is to see to it that the impact of
each item on every other item is uniformly assessed in terms

of the scoring system described below. Also, the facilitator
should see to it that each item has a 'sponsor' (someone who
will argue for its importance), and a tdevil's advocate' (someone
who will be strongly critical of this item). These pairs are
there to ensure that concern is uniformly high for all items:;
and involvement as sponsor or devil's advocate means that

every buzz-group has to participate actively.

A meeting of the entire group, held at the end, compares
matrices, to see to what degree there is uniform agreement,
disagreement or hazy areas. Also, it lets you (and everyone
in the group) compare notes on how the assessment of each cell
was arrived at.

INSTRUCTIONS

Suppose a plan has been produced that entails four (or more)
specific activities. You now want to see how these "items"
would affect one another, if all were in effect at the same time.

STEP 1: Set up a matrix which asks: "What would be the effect
of this" (column of items, running down left side) "on
this?" (row of same items running across the top).

*This particular format of cross-impact analysis was developed

by T.F. Carney in No Limits to Growth: Mind Expanding Technigues,
(Winnipeg: Harbeck and Associates, Ltd., 1976). A more
technical version of the process in which actual probabilities
are calculated is included in the Appendix.
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"What would on this?"
be the effect
oflthigd.. . 1 2 3 4

*Ignore this cell -- it represents the impact of the item on

itself, so is not considered.

STEP 2: Fill all of the squares of the matrix assigning a

specific effect to every interaction. This can be
done using a process like Nominal Group Technique (NGT)
or just by discussion. NGT would speed the process of
tabulation so that discussion could focus only on
points of disagreement. The real payoff from the

process is gained from the discussion usually about
points of disagreement.

Scoring System:

An 'effect' can be positive, neutral or negative: that is,
one event may facilitate, promote or speed up a second
event (positive effect); or it may have no effect at all
upon that second event (neutral); or it may obstruct it,
retard it, or downright conflict with it (negative effect).
An upwards-pointing arrow (4) is the drafting device that
signifies a positive effect; a dash (=) signifies a

neutral effect, and a downwards-pointing arrow (V) signifies

a negative effect. The effect may be strong (signified by
3 'shafts' to the arrow (#)), moderate (signified by two
shafts (#)), or weak (signified by one shaft (#)). The
group may unanimously, or in very large part, agree as to
direction and strength of an effect. If so, circle the
symbol and shade it in. Or it may just agree -- by a

bare majority. If so, just circle the arrow. Or there may
be no agreement. If so, put an X (alone =-=- no arrow) in
the relevant cell of the matrix. These cells can be
discussed later.

STEP 3: Gather the groups back together and compare results.

USES AND ABUSES

This technique forces a group to do — and to do SYST
all the assessment of consequences that it should do (and never,

in actual practice, does do). The technigue does this at a high

cost, though. First, it takes a group a long time to complete

the matrix. (This can be speeded up if NGT is used.) Second,
there's a tendency for philosophical debates on the criteria to .

EMATICALLY —



. move the whole analysis into profitless discussions of

abstract principles. Participants may see the whole exercise
as abstract and academic. Third, the technique engenders a
h.ghly critical atmosphere. Although the criticism is supposed
+o focus on the items that make up the matrix, it can spill
over and become personalized. These drawbacks can be mitigated
somewhat if the process is only used on significant,
problematic impacts of a plan. Also, tabulation of results
during a coffee break or lunch can break up the mechanics of

the process.







OUTCOMES ASSESSMENT

Outcome Assessment is a technique which flows logically from
cross-impact analysis. It does much the same job with far
less friction (indeed, it can even bond a group together).

PROCESS

You use outcomes assessment technique when you've got a couple —
2 or 3 — candidate solutions for a given problem, or several
problems whose solutions may interact. For example, there are
three problems: A, B and C, and each has 2 candidate solutions
(1 and 2 for A; 3 and 4 for B; 5 and 6 for C).

INSTRUCTIONS

STEP 1l: Split the overall group into buzz-groups of from five
to seven people. Each buzz-group should take one
candidate solution, each solution being directed at
one given problem.

STEP 2: Distribute the COST-BENEFIT SHEET on the next page to
each member and using Nominal Group Technigue have
each member silently write down his or her assessment
of the costs and benefits of the "golution™. (time:
15 minutes)

STEP 3: These costs and benefits are then collected in each
group in a round-robin fashion on two sets of flip
charts, one for costs and one for benefits. Each
participant gives only one cost or benefit each time
around. (time: 30-40 minutes)

STEP 4: The group discusses the lists only to clarify or
expand on a point, not to criticize. (time: 10-15
minutes)

STEP 5: Next, each participant uses an ACROSS THE BOARD
ASSESSMENT SHEET to independently list the impact
of the group's "solution" on the other "solutions"
being analyzed by the other groups. (time: 15
minutes, depending on the number of other solutions
being examined. If there are a large number,
possibly half of a buzz-group could address half of
the solutions while the rest could address the
remaining solutions).

STEP 6: The material from these ACROSS THE BOARD ASSESSMENT
SHEETS are collected in a round-robin fashion with
results being placed on flip charts, one flip chart
per solution, with two headings "Benefits" and
"Costs". As you will see, all kinds of conseguences
and unacticipated conseguences begin to emerge.
(time: 30-40 minutes)
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COST-BENEFIT SHEET

Number of solution examined: #.... Estimated degree of
(indicate the problem to which it's a probability that the
solution briefly here: ........cccenn.. event predicted will occur:
.......... LRSI e SR LR e T TR RS H(igh)/M(edium)/L(ow)
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STEP 7:

STEP 8:

STEP 9:

STEP 10:

Solution #6 (Written out in abbreviated form)

Benefits Costs

(Hang the sheets "sideways" to provide more room)

Briefly discuss the group's list only to clarify and
expand items. Disagreements should be noted but not
focussed on. (time: 15 minutes)

All material should be displayed in the main room where
a plenary session is held. Each group should brieflv
report on its findings to the others. Each group will
display their master lists of: 1. COST-BENEFIT SHEET,
displaying the costs and benefits of the solution they
focussed on as well as a probability that the predicted
event will occur; 2. the ACROSS THE BOARD ASSESSMENT
SHEET, outlining the impact their solution will have

on all of the other solutions considered. After this,
a 20 to 30 minute break should be taken to allow

people to circulate. (time: for reporting session,
40-60 minutes)

Small groups should reconvene and briefly discuss
issues raised in the plenary session that relate to
their "solution". They should concentrate on the
question of which other solutions are necessary T b
supportive of, or in conflict with its own solution.
Points should be noted by the facilitator either by
highlighting points made on the group's master
ACROSS THE BOARD ASSESSMENT SHEET or by making a
separate list of "headlines". (time: 20-30 minutes)

Finally, each participant should now individually

and silently write up a problem statement. This should
state the solution he/she thinks would best deal with
the problem he/she has been working on; and it should
indicate what the pros and cons of this solution are
(considering ALL the problems involved, not just his/
her 'own' problem), and why the pros outweigh the cons.
The problem statement should also indicate which of

the other solutions would have to be adopted (or dropped)
if the favoured solution is to work.
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FOLLOW-UP STEPS: The director of the exercise = and his/her
facilitators =— now collects and collates all
master charts and problem statements. The .

director treats the problem statements as a
poll and announces the resu’ts. He/she also
circulates a short version of each set of
master charts (generally several days later:)
After reading through the poll results and
master charts, the group as a whole should be
in a position to vote on what it wants ta do.
Or the object of the exercise may be to prepare
a list of alternate impact statements. If so,
the poll results and master charts should
provide the basis from which the director can
do this. Thus this technigque provides a very
quick way of getting a complicated position
paper together.

USES AND ABUSES

Results of the technique are usually quite impressive. The costs
of strategies that start off favorites become evident, while the
penefits of strategies that were initially little regarded
simultaneously begin to appear. The technigue encourages you

to defect from "your" strategy — the one your buzz-group was
assigned to investigate; judgement speedily becomes a straight-
forward matter of cost/benefit accounting (rather than a defense
of your pet "solution"). The technique enables you to allow

for spin-offs, trade-offs and saw-offs. So it makes your
accounting much more detailed and realistic than it usually is.
Finally, this technique prevents the phenomenon of "group think".

But the technique has some disadvantages — though these are
much less serious than those that cross-impact analysis has.

To start with, it's a ver unforgiving technique. £ the
problems (A, B, C, D above) have been confusedly stated, the
technique shows this confusion — cruelly. If the "solutions"
are motherhood statements, it's equally brutal with them. Any
errors in definition — whether in problems or solutions — are
harshly revealed. And, often, the group just can't live with
the solution that's revealed as clearly the best one. Defining
a workable problem, in fact, has been found in practice, to be
the hardest stage of the problem-solving process. 50 it's
absolutely critical that you should have the very best
definition possible of problems and solutions before you bring
this technique to bear on them.

Also, groups vary greatly in their ability to use this technigque.
It can be a tremendously exhilarating group-bonding process, Or

it can produce a great deal of animosity. Partly this depends

on having a facilitator for every buzz-group, to prevent a few
participants from disrupting things when participants begin to .
tire with the strain of the long drawn-out intellectual activity

(it's a day-long exercise).
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partly it's a matter of the composition of the buzz-groups.
Ideally, what you want is a group from much the same kind of
background, with Jjust enough outsiders to ensure that you have
one outsider in each buzz-group. If the whole buzz=-group is
homogeneous, you'll have difficulty getting them to think
outside their assumed, in-group '‘certainties'. If the group
is entirely a gathering of strangers united only by their
involvement in the problems and solutions, the risk of
friction (arising from novelty overdose and talking at
cross-purposes because of different jargons) is very great.
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Handbook of Forecasting Techniques,

rnold Mitchell, et al, (M -
o e , (Menlo Pk, CA:

Assumotions

The underlying assumpcion {s that a change in techsology.
social practices, valuss, or smy other area will affect the sure-
rounding envirooment in three vays. It will:

+ Change the probability of occurrence of intarcomnacted
avencs.

¢ Change the timing of iacercomnected evencs.

s Affect the mode of impact of intarcouonectad sveacs.

The snalysis iz based on tha abilicy of subject specialiscs co
derive subjective escimates of tha probabilicy of occurrenca of

futurs devalopments in a given time pariod.

Hiscory

Tha cross-lmpact mechod had its origin in "'?u:;ltl." a simple
simalation geme (avencted by Theodors Gordom and Olaf Halmar in che
mid-1960s (Cordom, Hayward, 1965), By 1968, a compucar-basad ap-
proach had been designed to comsidar explicizly the intercommec b
tions emong events. The mathod has found widasprsad uss in tache
aological as wall as social forecasting. Perhaps cha wost sdvanced
crosa-impact analyses have beem carrisd out by such groups ss the
lascicucs for the Futura, Momsanco, and The Futures Group. Appli-
carions include: Minuceman missile deploymenc, altarnacive fucure

viromments for educaciom, long-range corporate plamaing, technole

ogy assessmentcs of electric aucomobilas, and many more.

CROSS-DIPACT AMALYSIS

General De scripcion

Abstrace

Cross-impsct analysis stxives to {dencify incaractions
evemts or developments by spacifying how ona event will influence
the likelihood, ctiming, and mode of lmpact of anothar avent in =
diffarant but associsced flald. Cross-impact analysis is used not
only to probe primary snd secondary effects of a spacifiad evenct,
but to improve forseasts and to genarace single forscasca (or ede-
u‘hu) from multipls forssascs. Cross-impacc snalysis is a basic
forsassting tsel halpful, if not sssencial, in sest sophiscicaced
forecasting. Every forecastar danling with intarsecing crands
should heve am spprecisticn of the principles {ovolved.

Daefinition

Cross-impact analysis &5 & systematic sesns of scudying the
i{nceractions smomg events or davelopments. The analysis evaluacas

changas in likelihood of occurrance smong sn entire set of possible

future eventa in light of limicted changes in probabilicy for soms
of the events in that sat (Enser, Boucher, Lazar, 1971). Thus,
in using cross-impact analysis; experts strive to {dencify tha
few most important chains of eveacs from smong the many possible
chains.

Hain Uses

The main use of the method is to dancribe and quantify the
{mpect of one devalopment upom othars. Most frequamcly the tech-
nique is used to “{dencify” wvhich events are 1ikely to be most
important to soma sspect of the future and how cthase events are
1ikely to intersct. Cross-impact asalysis is often used TO com=
pare the implications of differing forecascs in 8 given field and
to combins separacs forecasts {n discrecs but allied fislda inco

a single forecast.

Results have beeo used to dafine primary mud sacondary af-
fects of a changa (or & foracasted change) in ona arsa upon:
social trends, naw OT altared social demeands, {nstitucionsl fuoc-
cions (such as, persomnal, production, distribucion), davelopmantcs

{n urbam services, highways, racraation areas, mana gement policias,

" RAD decisicns, and similar arsms. The tachaique providas iasight

into trade-off opticms and Ls usaful in cascing the consagquences
of various policy actioms. by clarifying the critical evemts
undarlying possible future davelopsants, tha machod helps to iden=
tify the contingencies of future proposad programs. Computerized
roms of cross-impact matrices eatablish batter estimstas of the
probabilicy of occurrence of individual events, facilicace tasts
of the sost effective responsas uoder various circumscances, and

point to the kay svents to be monitored.

Cross-ispact soalyses casnot allow for events Bot included

{n ths matrix. Therafors, dafactive or inoadaquate modals of

124




{ntarsccing elemsnts cam yield smisleading reswlea. Twe octhar

problems are svidaenc. TFirse, assignmenc of probabilities of im=
sractions are subject te much unsarcalacy, espacially ln areas
se origin snd snatomy ave oot clear. Exsmples inelude such
3f¢™ trands as allsnsciom, changing priorities snd values,
policical disrupcion, or crime. Sqcond, it is important to bear
in aind chat results are probabiliscic, oot carcain occurTeoces.
lndeed, high-probabilicy evencs ia the real world occasicmally

fail to occur and low-probability events will occasicnally occur.

Other Techmigues

ilacuitively, participaacs i= brainscovming, sesaario writiog,
pattars recognitiom, and Dalphi forseasting make use of cross-
tmpact analysis, although oot sacessarily in a focused or system-
stic fashion. Tha tachnique is used as part of sueh forscasting
sathods as fsedback analyeis, decision sealysis, and relevance
crees. 1t i3 & cemetral elsment in interastive simulacion tesh-
uiques of forecasting, gush as Terrsstar-Cyps dysemic modsls or
ESDM. Tresd ismpact smalysis is a.furthay developmeac ln impact
analysis and is particulsrly asaful in cowu.ﬁ; exiscing trends
with a range of possible future seanarios (Gordon, Becksr, Gerjuoy,
undated). Corps placners may ssscclace this techmique with L=pact

asgeasmant. .

Credibilicy of Rasults

Credibility of results rangee from high to doubtful, depend-
ing om the subjest matter. MHany scensrios based s cross-ispact
analysis are incended lass to be "credible” tham to illuscrata
the comsaquences of given events. IC seems to be & law of humam
cacuras cthat outcomes thac we consider dasirablae nf- more cradibla

than tadesired outcomasd.

Soan of Foracascs

Forncascs can ba of any duraciom, although, as ia wmosc fore=

casting mechods, craedibiliry tands to decline wvith length of span.

Rascurces Needed

Tha mosc cm.l.al. rasource is imaginacive peopla knowledgeable
in the fisld being smalysed. This i{s a diffisulc combinacion to
find in msuy areas of emgineerisg sod science. Tha kiod of probe
lem selected for erces-impact amalysis usually bemarfits most frowm
{maginacive V:h!.nk.lng. ﬁ.t.mr tha parson’s laval of expertise in

the subject maccar. Some of the mora syscemacic creacivity tech-
niquas, such as symectics, argusent by smalogy, or brainacorming,
ars somatimas halpful in performing cross-impact analywis.

To complets a crose-impact matrix {s difficult amd wawing
vork. Cemputarised sspiscanse (s essential Lf complox simultansous
toteraction must be evaluated or if tha comsequancas of altarnacive
trands snd opcions are t£o be explored. Requiremancs of time aad
monay for a completa cross-ilmpact analysis depend vholly om the

sacture of the problem. [Cstimacas range beactween $5,000 and $30,000.
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Produst or Resuls

The main cutput is & table ev sarias of tablas showing incar-
sctions smong itess. Major studies may {nelude DUBATOMS CONPUTAT
runs showing cne-co-oms intarastisns using @ variaty of sssumptions;
{ntersctions amomg events, OF smong subdivided events. Yery often
{nteractions idsacified ou 2 matrix are strung togethar om & Cime

basis to craaca &4 scenaris.

Lavel of Decail

Rasults can ba detailed or groes, depanding upon tha subject
being forecsst snd the elemants takan inte sccount in the croes-
impact matriz.

Level of Confidence

Yor the mest pare, rasules from erose~impact analysas cend
to be speculacive. Ths Teases (s that the teehaiqus is saleated
ghisfly im areas whare {starrelacionships ave umelesv. Sisple
eireumstsases, such 20 the impast of birchs in ome Yyeser om papu-
lacion levels a decsda lacer, ave saldom ‘subjeated to formal crodde .

impest snalysis. s

Communicabllity of Results

Circumstsnces vary, but in’ genaral the commumicability of
cross-impact soalysis is good. Tha basic comespt of Lnn;z-h:m
consequences in matTix form is easily grasped. tm-ooquincu;
{ato scenarios further snhances commmications. ¥
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Am emisting cross-ilmpact computar program is available from
The Puctwres Growp, Glastonbury, Cemmecticut. T™he coet of the pro-
grem, doguasucatios, and one dey of imstructiom is spproximacaly
$2,000. The cost of sctually rumaing the program is minimale-
$2 to §3 per rum.

Procedures

LISCeuias

The skills iovolved in parforming crogs-impact analyses range
from elemencary to beyoud the skills of anyona. Host plannars
will pesd belp from subject spacialists if any of tha events baling
evalusted are complex (8.g., institutions, attitudas, technology) -
Sinca, as remarked earlier, the technique is usually applied o
somobvious relationships, this mams chat most cross-ispact asaly-
ses require a tesm of spacialiscs working undar the direction of’

tha plamner.

Case Exzmole

Cross-lzpact Analysis of Desograshic Faccors

In the following discussion, & genaralized cross-impact pro-
codurs is usad to evaluata the probable effects of lowar populacios
sod related factors em the Corps civil work missica. Thare are
oin main casks:

s ldencify Laouves

+ TIdentify events.chac affect the Llssues

+ Comstruct cross-ispact matrix

e Calculats new probabilicies
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e« Usa the mecrim to answar quesciomns

s CELvaluatas resulta.

Idancify Issues--Flood comevel, asavigacion, watar supply.
beseh erosiom soucrul, hydropowar, recreatics, snd watay quallsy
sve been ldencified as seven major issues in the Carpo missica.
Mork in the aress of rearsaciom, watar supply, and wvatar qualicy
saems to be inersasing while estivicy in tha arsa of hydropower
has bean substantially reduced. Flood comtrol, navigacion, aand
pesch erosiom projsets have remained fairly ceastant aver tha

paat dscade.

Idencify Events--Om Decembar 17, 1972, the Cansus Buxaau
{ssusd new populaciom projections for the Unitsd Seatas for the
;ur 2000. Thase wera drastically lower than pravious projections.
The of tha ch i

gas are showm im Figure 21.

The new projectioms indicace that tha tocal populacion of
the United Statas may incrsase by only 20 percent by the year 2000
{natesd of the 30 percemt aaticipated by earlier projeccions. How-
aver, sven Serias I* projestioms scill show & net ineTeasa of 42
million peepls, amd the water am dav-l'ﬂ,. . needs of thase
peopla say be diffarsss from thooe for a larger populacisn.

Regardless of which populacion prejestion is evancually used
for plamning, the affeet om asar-carm (1980) watar needs Ls minimal.
The projectad raca of household formation through tha mid-1980s L2

'u.s. Dapartment of Commerce, Projections of the Pooulacion of tha
Oniced Stacas. 1970 to 2020, P-23, Meo. 493, GPO.
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of growth of GNP should be sensitive to & cumber of incerrelaced
variables that are im turn kayed inco populacion groweh (such as
population = water qualify ——= investment in pollution com=
t30l = GIP) saod altarnacive GifPs say be mora important than

slternacive population lavels as far as wacer seeds are concarnad.

Othar intarrelated trands could result {n sucually supportive
or sutually cancelling effaccy., Increased per capita {ncoma (wich
more discrsciomary inecoma) plus shortar werk weeks eould result
in a sigoificamc inersass {n rearsacion demand that sould more
than counterbalsnce dacreased demand from a smaller and oldar
total pepulacion. Thase relaciomships are oot clear enough at
the prasenc time to draw firm couclusionms, but thase chatins of

affects could be critical to Corpe programa.

The most important effect may cencer om the discribuciom of
fucure populacions, oot ou the size of the population tcaalf. A
continued concamcraciom of populacion in csascal ragicns and outs
pigration from the interior say iacensify wacer-rulaced problema
in some rugions and reduce tham in othars.

1f only lower populacion projectiom is comsidarsd ina ralacion
to Corpe aissions, tha effects om curreat levels or expectacions
could ba assessed as genarally nagative, as showm in tha tabula-
tion on tha following page. .

However, sany economic and demographic factors associated
wich population growth ars both imcarvrelated and i(nteractive.
Thase include: aging, population, GNP growch raca, per capita
{ncome, laisure time, urbanizatiom, snd Lnsressed heousshold for-

macion.

ul

R

PAGVIOUS PROJACTIONS |

-

T

;;\g:ngﬁ-igﬁﬁ-ﬁ:i] 1 Somititon  (12-OHILD AVERAGE)

:.:m FiinniaiTs

LowasT P R ] I07-miiien  (1-CHILD AVERAGE
wn F— Il e w s 2 e ] 323 demill Q1-CHILD AVERAGE)
HIGHEST Lo DRSS cas s

LOwesT 4o SR T NS L] TV el (LA-CHILD AVRRAGEL

MEw PROIECTIONS

st TR ] S0 Amties  (2B-CHILD AVERAGD)
OEET o IO ImtiBon  (15-CHILD AV ERAGE)

SOURCE! Bwums ¢! Sw Ossmm,

FIGURE 71 CHANGES IN POPULATION PROJECTIONS FOR THE YEAR 2000
(Publishes! in tha New York Times. December 18, 1972.

on the ordar of 1.2 t 1.5 million per year as compared to a 19608
sverage of 1.0 millicm per year. The pressura for Teascurce deval=
opmeat during this time span is "locked {n" by the age distribucion

of the emisting population.

Tha Prasidenc's c—.tlll.ﬂ_ Raport” assomes a doubling of GNP
ragardless of tha rate of population growch. This assu=ption is

accapted harain, with rasarvations about the comclusios. The rata

-
Report of tha Prosidenc's Commission on Population Growth and the
Amaricsn Futura.
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Effects
Lowver Population

Mission Growth Rate
Floed comerol Lene
Mavigation No effsct
Watar supply Lans
Baach srosion concrel Lass
Hydropowar No affect
Racreaticn Lass
Lans

Watar qualicy

Table 1) axpands om the foragoing chart and displays an
assassment of the ralative ilmportance of selacted sconcmis and

social indigators om many of the Corps miseions. Again, the eval-

uvatioms shown axe with raspect t8 current levels or axpectations.
ConstTuet go-Impact Ma w-A cross-impact macrix can be
complated for the most important events sssassad in the effascts
chart in order to provide insights imto the {ataractions of those
svents upom each other. Thus, for purposas of {lluscration, the
following events bawe been selected as che most important” amd

sasigoed inicial probabilicies as followa:

Probabilicy of

Event Occurrence by 1980
3 Name finitial probabiliciaes)
1 Lowar population growch rata 0.8
2 Mora laisure ¥ 0.9
3 Mors urbanizacion 0.7
b Mors housshold formation 0.6

o ban to using any aumbar of factors axcapt
proceduta.

"!'qu is, of coursa,
tha ioeraasad complaxity of tha
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Table 16
OCCURRENCE MATRIX
+esthan the "new” probabilicy of occurrencs
If chis of thesa eveancs would ba: =
avenc veare
to occur Lowvar Hoxe More Horae
Populacion Laisure Urban Household
1. Lower
populacion 0.99 0.65 0.4
(0.8)
1. Mora
Laisure 0.85 0.65 0.6
(0.9)
J. Here
uT bam 0.8 0.9 0.7
(0.7)
4. Hove
bousebold 0.8 0.9 0.8
(0.8) =]

Valvas in parenthesas ( ) are cths Loitisl probabilitiss.

Valuas {n ths macrix ars refarred co as conditional
probabilicias. <

The assignment of probabilities should engage the most kmowl-
edgeable people availabla. The cross-impact incarsctiocn values
ara obtained by using a panal of experts, or inputs from a Dalphi.
1s an intraeffica situacion, s mini-Delphi survey would be useful
for quick approximacion.

The cross-impact matrix is sec up by listing the evencs as
row and column headings of a table. The inictial probabilicies
of occurrence are shown i(n parentheses beside the events, Par-
ticipencs are them asked to sotimacs conditicnal probabilities,
sssumimg sach eveat in turm wers to ocgur. Thus, the numbers ia
the matriz sra refarred to as conditional probabilitiss. The com=
pleced cross-impest matrix with satimaces of comdiciomal probabile
icies is illuscraced im Table 16.

Calculate Rew Probabilitiss--With oo fresquency informaciom,
a noooccurrence matrix is calculated using standard scaciscical
dafinizions,” To {llustrate thes analysis of such a macTix, we
can follow Theodors Gordon's computer process step by stap.

o TFrom ssong the avents, one is selected ac random, say
Event 3. :

e A random number (from 0 to 1) is geverated by the
computar and comparad with the inicial probabilicy

“PR/C) = [BCR) - BCE/) « 21/ (1 -2(0)]

where R represents & TOW P(C) represents initial proba=

C raprosemts a colusn bilicies
P(R/C) rapresencs ane P(R/C’) probabilicy of R givea
tries in the matrix C does not cecur
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of Event ). Say the selected number i3 0.4, Since
the initial probability of Evemt 3 is greatar tham
the selected pumber, the event is recorded as having
occurred. (That is, for tha first pass the value for
Event J is recorded as 100 percent.)

e The initial probabilities of the remsining events are
adjustad” as indicated by che conditional probabilities
in the occurrence matrix. Thus, population stays the
samae<0.8; leisure stays the same<-0.9; and households
incrumase to 0.7, Nota, if the event is recorded as
not having occurred, the probabilities of che remaine
ing events are adjustad as (ndicated in the nonsecur-
rance matrix. (Ths conoecurrence matrix, calculaced
from the occcurrenes sactrix, s net {llustracsd ia this
exzmple. )

e A seccnd event is selected st random from these remain-
ing events, say Evemt 4 (emeluding Yvent ) sinee, for
this sequence, its ocsurremce has already been deeided).

* Tha precedure desaribed im Step 2 is repesacad. Thus,
Event 4 {3 decided om the basis of ite new probabilicy.
(Noca, the new probabilicy for Event 4 {3 vow 0.7.)

¢ MNow, the probabilities of the remsining events are
computed dapending upom whather Event 4 “"occurred” or
"did not cecur.”

» The occurrence or nonoccurrance of the events are de-
cided in this mamnar. At the end of the sequencs a
"happen” or "didn't happen” notation is associated
vich each avent. For exsmple, Zvents 2, 3, snd & are
recorded as "happened,”™ while Event 1 {s recorded as
"didn't happen.”

’rer 4 more detailed discuseion of the machematical adjustment
ses John Stover, “"Suggestad Improvemencs to ths Delphi/Croms=
Ispaat Technique,™ Futures, Vol. 5, Wo. 3, pp. 108-313 (Juna
1973).
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« The procmss i3 repeated mamy times, cypically 1000,
to arrive at a final probabilicy escimace: chis
rapresents a naw ssenario. TFinal probability esci-
mates are compucted for each event based om the oum-
ber of times sach appearsd during the process. For
exampla, Lf Event 1l vas recorded as having aoccurred
500 out of the 1000 times, its final probabilicy
ascimace {n the oew scenario would be 0.5.

Use the Macrix to Answer Questions--Following the computar

run, the inicial sad final probabilicies are adjusced to coincide
and the mactrix csn them be used to answer quescions or tast poli-
giss im the form of "whac L1f" quastions.

For example, what if tha fedaral governmmac vers to pursus
a policy of forcaful subsidization of nevw house comstructiom,
such as the 52,000 cax credit recencly adopted? Vhat would the
effact be om tha ochar factors baing considarad?

EZvaluace Regults--8y raising the probabilicy of more house~
bold formatiom to 100 persamt (this L{s to say thac the swveat oc-
curred) the computar would produca resulcs sueh as the following
(this is noc a computaciom and is omly intended for L{lluscracive

purposes).
Probabilicy of Occurrencs
b 1980
Bousahold
Formation at
No. Nams Inicial 100 Percant
1 Lower populaciom growth rate 0.8 0.5
2 Hore laisura 0.9 0.8
3 lMore urbsnizacion 0.7 0.9
4 More housahold formaciom A 0.6 1.0
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A similar analysis can be made with respect to each of the
other factors.

In order to arrive at am oversll assessment of future cb
in Corps missions, results from the lmpact matrix can be comparsd
with the effects of a single population event, as in Table 17.

Table 17

DMPACTS OW CORPS MISSION FROM
OCCURRENCE OF LOWER POPULATION RATES

Wich
Inceracting

Carps Mission In Isolation Events
Flood comtrol Lass Mora
Havigaciom Ne effoct More
Wacer supply Lass Much more
Beach erosion comrcrol Lase Much, =uch more
Bydropowvar No effect Ko effect
Recrascion Lass Much, such more

Vater quality Lane

Much, much more

The conclusiom implied by the above s that a lower popula-
tiom growth rate, when exsmined ia che light of octher interacting
events, would ctelt; 2 somevhat differsmc set of vatar rasourca
needs, and genarally {n the directiom of increases in the Corps
missioms, with particular emphasis on basch erosion comtrol, rec-
restion, and water qualicty. Addiciomally, it might be comcludad
that the Corps mission is mors sensitive to populatiom shifts
(comemtration or dispersion) than to populatiom growch itse
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Abstract from "Leadership Tactics for Retrenchment"; Robert P. Biller,
Public Administration Review, November/December 1980. Vol. 40, No. 6.

In the United States today persons expected to exercise political and
administrative leadership report an increasing difficulty in doing so. The
language used is of a task that has become less rewarding. A negative
reading of this evidence would support a line of analysis that would read
the present grounds well of interest in retrenchment, cutback, termination,
revenue and expenditure limits as evidence of impatience if not irresponsi-
bility on the citizen's part. A positive reading would support a line of
analysis that would read the present grounds well of interest in retrench-
ment, etc. as evidence of reconstructing a representative democratic society
into a more direct democracy in.a possibly clumsy but constructive manner.
From this, it is clear that our presentcircumstances stem not from a failure
of our resources, but rather from the success with which we have met and
increased our aspirations. Retrenchment, then, makes possible the redeploy-
ment of resources in potentially more unique and particularistic ways. It
would be a principal device for creating the resources to be directed away
from more generalized to more particularized uses.

Leadership under the negative reading would be directed towards achieving
a return to a status quo ante in which most persons would be willing to settle
for the homogenized outcomes brokered from the least common denominators.
Retrenchment would corroborate the lowered expectations to which these generalized

outcomes are oriented.

Dilemmas in Achieving Retrenchment

Suggesting that retrenchment can have a more positive consequence
though does not assure its achievement. The following dilemmas have been

experienced:

1. People resist - their status, income, benefits and futures
are dependent on the programs that employ or serve them,
therefore, they will be at least cautious at the prospect
that these program$ are going to be reduced or ended.

2. Surprise Abounds - because the source of funding and relation-
shios to other programs in other governments is so complex,
the ramifying effects of particular retrenchments are too com-
plex to predict with confidence. Further, programs differ
enormously and sometimes unpredictably in their resistance to
retrenchment and in their capacity to recover from it.

3. The Poor are Hurt - groups differ substantially in their capaci-
ties to be benefited by retrenchment outcomes. Revenue streams
are becoming more regressive resulting in a ‘relative' transfer
of income from poorer to richer people. On the expenditure side,
it also appears that there is a tendency to reduce expenditures
in ways that 'relatively’' advantage less poor persons over poor

ones.
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Flexibility is Decreased - most organizations depend on
redundancies and extra capabilities to respond to emergencies .

and times of stress. As situations change, you may have
nxpanded as surplus what subsequently may have become vital.

Innovation is Dampened - If you are not experimenting with

some level of innovation, you risk waiting to act until problems
have become very large, undeniable, and complex. The preferred
strategy would be to construct means of decreasing both
continuing and innovational work, or if all continuing programs
were decreased at a faster rate than the necessary one, it

would create resources necessary for regenerative and innova-
tional investments.

Costs Are Increased - the costs of shutting something down
are very substantial. Further, per-unit costs of services
may risesharply as any economies of scale are lost through
the reduced number of service units across which the fixed costs

must be spread.

Tactical Leadership Suggestions

Leadership tactics need to be developed that make it possible to do what
needs to be done.

i

Separate Winning From Losing - make sure that the necessary
cutbacks are made in a fashion that unites losers in the know- .

ledge that their loss is being fairly and legitimately handled.
Then distribute gains to winners in a different arena and at
a different time.

Integrate Winners and Losers - what you want is the situation
where the same people sometimes win and sometimes lose. These
attributions should be carried as social phenomena rather than
as internalized personal characterizations.

Prefer General Reasons For Cutbacks -advancing particular reasons
makes the defensive task of mobilizing to prevent the cutback
easier. Advancing general reasons has the opposite effect. It
makes it harder to organize oppositional coalitions because

there are no specific opponents. This also reinforces rather
than fragments organizational cohesion.

Prefer Some Across-the-Board Cuts - it is important that retrench-
ment comes to be seen as a regular, normal and fair process that
affects everyone more or less equally.

Concentrate on Incentives - focus on altering incentives by
developing ways through which managers can achieve their own

valued purposes as they discover ways of saving resources, some

of which are then available for reinvestment in that manager's unit.
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Encourage Experimentation - adpative search behavior is

needed, not more detailed and elaborate accounting and con-
trol systems. Encourage people to develop a certain distance
between themselves and the work they do. This allows more
experimentation with possible alternatives. Also, allow

time for adjustment and experience in order to learn how to
deal with the deformations and surprises that will be pro-
duced as alternatives are tried out in small experimental and

and prototype form.

Engage Customers In Search - where you have determined that a

pubTic good is going to be allocated centrally, be sure you

allow the citizens to learn what the good costs are on some under-
standable basis such as a per-capita amount. Where you are
prepared to tolerate diversity, then allow public service

managers to use the attendant market signals of citizen choice

to determine who gets how much of what.

We need to discover ways to make retrenchment rewarding and practical,
rather than punishing and impractical.
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Abstract from "Cutback Principles and Practices: A Checklist for Managers",
Carol W. Lewis, and Anthony T. Lozalbo; Public Administration Review,
March/April, 1980, Vol. 40, No. 2.

A beginning can be made in facing the task of aligning local budgets
with available resources through the adoption of two complementary strategies:
cutting services and increasing efficiency.

Budgeting is the project of public revenues and expenditures for a stipu-

lated period and is a continuous process. Therefore, budget implementation
is best designed for the provision and application of management information,

including monitoring the actual work performed for the money spent and develop-

ing the capacity to recognize and respond to new circumstances. However,

according to this definition, many local governments do not and cannot budget

because:

1. the local legislative body does not make many of the funda-
mental revenue decisions e.g. state and federal aid might
not be known yet.

2. some locally - financed expenditures are really mandated by
state and federal governments.

3. recent uncertainty about the funding levels and future of
some federal programs - this raises questions about the
dependability and magnitude of intergovernmental assistance
for local government support.

4. often,external economic constraints are completely beyond the
control of local officials.

5. local governments cannot rely on an adequate and dependable
infusion of new revenues or new taxes to substitute fully for
purchasing power lost to inflation.

Therefore, from a purely reactive posture, policy implications involve two
strategies: service cuts and increased efficiency.

Cutting back through increased efficiency imposes new information
requirements on local management and on the budgetary process. Answering
questions that in the past often have been overlooked, may require analytic
and management tools new to many local governments. The organization must
be restructured in ways which focus attention on goals, outputs, and con-
trollable costs. Greater efforts must be made to inform the public where the

tax dollar is going and to improve citizen comprehension of the jurisdiction's

obligations and constraints. :

The "rediscovery of the budget contraint” offers an opportunity to
realign spending commitments and to establish a sense of priorities. It
presents a climate for creative change, wherein management can reevaluate
actions previously rejected or implemented.
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Unfortunately, a skeptical public thinks that management efficiencies
are themselves enough for the job of budget cutting, and that service cuts
would be unnecessary if only local governments would introduce relatively
simple efficiencies. However, efficiency means spending dollars better, but
not necessarily spending fewer of them, particilarly in the short-run.
Efficiencies take time to implement and rarely are noticeable immediately
in the tax rate. Government operations must be reviewed, alternatives analyzed,
changes introduced, and then evaluated. Some efficiencies, probably including
the most promising, may require higher initial investment outlays for future
returns rather than for current service delivery.

Cutback Response

No packaged or standardized response or formula will determine which
services are expendable and to what extent. Ultimately, the political pro-
cess, in each locality determines where cutbacks are appropriate. Common
tactics aimed at short-term economies include across-the-board cuts in
allocations; reliance on attrition and government-wide hiring freezes; and
arbitrary postponement of procurement, hiring, and disbursements. The cut-
back process can be better structured so as to incorporate incentives that

encourage and reward efficiency.

Administrative services are particularly vulnerable because they usually
lack support by a vocal client or citizen group. Unfortunately cutting
administrative services may reduce overall efficiency and effectiveness.

The short-run problem is to reduce appropriations in a manner immediately
apparent on the tax rate. The longer term problem is to reduce expenditures
through efficient and effective management.

The following section draws together a range of the more promising
and more fundamental options, procedures, and relevant questions that recur
as these efforts are undertaken.

In cutting back and withdrawing from services, the local manager may
wish to:

1. institute a review of municipal services by preparing a
comprehensive schedule of services by output and cost (not
by department) and a scheduled, periodic review of all pro-
grams and activities (to eliminate those no longer needed).

2. identify alternative service levels and establish a process
for setting priorities among activities and levels.

3. subject to detailed scrutiny labor intensive services (since
service cuts here man layoffs); those services subject to
steep current and prospective cost increases; and thos avail-
able from other governments and from the private sector in the
community.

4. measure the cost of services in a way the taxpayer can under-
stand (e.g., for garbage collection, calculate the cost per
collection point, either household or business, rather than
just the number of tons collected).
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5. identify mandated services and service levels, federal and
state, statutory, administrative, and judicial, that cannot
be cut back; explore possibilities for reimbursement and/or
for transferring service responsibilities to other local units
or the state.

6. consider the effects of cuts on equity, in addition to the
effects on efficiency, personnel levels, and legal compli-
ance. The burden of service changes may fall dispropor-
tionately on those least able to pay for alternatives.

7. identify and analyze the trade-offs among current and future
savings, past expenditures, and revenue impact.

8. examine current and prospective changes in the target popula-
tion, and changing patterns in the use of services that may
suggest terminating the service or shifting resources (e.qg.,
alternative use of public buildings).

9. identify and involve interested and affected parties in the
process to change services (e.g., unions and client groups).
Make use of public hearings, polls, referenda, questionnaires
in newspapers, and other mechanisms for soliciting and informing
public opinion and for establishing priorities and policy.

10. evaluate the possibility and advisability of stéged reductions
such as limiting service hours (e.g., library) or reducing
frequency (e.g., garbage collection).

11. use revenue sharing and other federal and state grants as
property tax offsets or for non-recurring capital outlays.
This minimizes changes in service provision that the local
tax base may have to support some time in the future.

12. analyze maintenance of effort and matching fund requirements
associated with state and federal assistance programs; exercise
greater restraint fn accepting federal or state funds that may
carry long-term local costs.

13. take into account the effect of lower tax rates on payments in
1ieu of taxes and ultimately on inter-governmental payments based
on tax effort (e.g., general revenue sharing).

In reducing expenditures, the local manager may wish to:

1. establish enterprise funds for services that can be supported
by charges and fees (e.g., utilities, parking and recreational
facilities). This moves the service or facility off the tax
rate and should increase its responsiveness to changes in pub-
lic demand for particular services. Appropriate administrative
and overhead costs can be allocated to enterprise activities.




=-371-

2. consider regional service and utility agreements, resource
recovery systems, and purchasing consortiums. Interlocal
: . management development agreements (e.g., circuit rider grants-
man) have the advantage of holding down the investment in ex-
pertise for a single, small Tlocality.

3. selectively postpone hiring, procurement and disbursements in
accordance with a systematic policy.

4, centralize purchasing and procurement for major and bulk items
and institute a competitive bidding policy for certain purchases.
Bidding can be limited to periodic occasions to ensure that the
main supplier, under a negotiated contract, is still offering
competitive prices. |

5. analyze the workload in all departments by time of day and day
of week and evaluate the use of part-time staffing in recrea-
tional, grounds, and maintenance programs. In public safety
departments, civilians might replace uniformed employees in
support positions.

6. consider using private suppliers of services (e.g., janitorial,
sanitation, nursing) in lieu of increasing or maintaining the
public payroll with consequent pension payments and fringe benefits.

7. review insurance coverage and patterns of claims to determine
appropriate level and mode (e.g., self-insurance, risk pools)
of coverage and sources of liabilities.

8. review the alternatives of leasing versus capital purchasing.

9. examine office operations for immediate cost savings in postage,
duplication, travel, and telephone expenses.

10. institute an energy conservation program to produce immediate
cost savings. Adjust thermostat settings, monitor fuel use,
and institute energy-targeted procurement and accounting policies
(e.g. smaller police cruisers).

To improve the resource base through planning and development, the local
manager may wish to:

1. maximize net collections by sending bills out on time, evaluating
delinquencies, and using in-house or other collection agencies.

2. increase licenses, permits, fines, and fees to statutory Timits.

3. T1ink locally set fees to price increases in the particular
service or to the Consumer Price Index and publicize unit costs

of service.
. 4. institute service charges for services that are inappropriately
_ subsidized by the property tax and where unit costing is rela-
I tively feasible. Sliding scale fees can be based on income and

use (e.g., recreational facilities).




et

€

=3f2=

5. earn revenues from use of money (investment earnings) and from
use of property through leasing and rentals. Overall cash and
debt management policies can be insituted.

6. take a long-term view of tax resources through negotiated tax
agreements designed to stimulate development activity and generate
a long-term stream of income to the Tocality.

7. periodically update the inventory and insurance coveraged
of physical assets, including land, buildings, equipment.

8. approach tax-exempt insitutions for payments in lieu of property
taxes.

To improve personnel management, the local manager may wish to:

1. publicize the fact that, because of the current burden of
personnel services on Tocal budgets, there can be no signi-
ficant reduction in the operating budget without personnel
cutbacks. To maintain service levels, this requires increased
productivity and a firm management position in labor negotiations:

2. tie collective bargaining proposals to current and prospective
constraints (ability-to-pay). The long-term costing of contracts,
including provisions for pension and fringe benefits, can be
undertaken. Minimum manning and similar provisions that are

Conclusion

The role of local government and the distribution of resources sustaining

that role are outcomes of a dynamic and interdependent intergovernmental system
that operates in a broad economic context. Al1l participants in the intergovern-
mental system can contribute to a systematic and systemic reexamination of
structurql arrangements, the level and functional distribution of resources

and service responsibilities, and statutory relationships affecting local
revenue and expenditure decision making.




