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ABSTRACT

This study explores the effects of layoffs on organizational performance within the IT industry, with a focus on both short-term operational impacts and long-term
strategic outcomes. Using a mixed-methods approach, including surveys and interviews with affected employees and management, the research highlights the
complex relationship between workforce reduction and company productivity, morale, and innovation. The findings indicate that while layoffs may provide
temporary financial relief, they often lead to decreased employee engagement, talent drain, and reputational risks. Moreover, the psychological impact on
remaining staff contributes to reduced efficiency and increased turnover rates. The study recommends that IT organizations adopt more sustainable workforce
management strategies, emphasizing employee development and transparent communication to mitigate the negative fallout of layoffs. This research contributes
to a deeper understanding of how strategic human resource decisions shape organizational resilience and competitiveness in a dynamic industry environment.

Keywords: layoffs, organizational performance, IT industry, employee morale, workforce reduction, human resource management, productivity.

INTRODUCTION

HRM is understood as a strategic process that involves various functions such as staffing, compensation, retention, training, and dealing with
employment law and policies. In this context, the role of an HR manager is not limited to administrative tasks but includes strategic planning to ensure
that the right people are hired and trained for the right positions at the appropriate times. The role of HRM has significantly changed over the past
twenty years. It has transitioned from a primarily administrative function, focused on tasks like payroll and employee events, to a more strategic role
that is critical for the success of organizations. This evolution underscores the importance of HRM in today's business environment (Jack Welch,
former CEO of General Electric, who stressed the importance of HR).

 Human Resource Management (HRM) is a strategic process that includes staffing, Employee pay and benefits, workforce retention
strategies, skill development programs, and legal regulations related to hiring and workplace policies.

 HRM has evolved from primarily administrative tasks to a strategic role crucial for organizational success.

 Every manager has some role in HRM, including compensation, motivation, and employee retention.

 HRM is a multidisciplinary function, drawing from management, psychology, sociology, and economics.

 Effective HRM is essential for ensuring employees are qualified, well-placed, trained, managed, and committed to the organization's success.

 HRM aims to maximize employee contributions for optimal productivity and effectiveness, while also achieving individual and societal
objectives.

 In essence, HRM is the art of procuring, developing, and maintaining a competent workforce to achieve organizational goals efficiently.

Layoff

Downsizing is commonly adopted by businesses as a strategic move to lower operational expenses, boost profitability, or reorganize internal structures,
particularly after events like mergers, acquisitions, or takeovers. It helps align the organization with its new financial and strategic goals.

In the public sector, downsizing has become more frequent due to government-imposed restrictions on public spending. As funding decreases, public
organizations are pressured to reduce staff and cut back on services to stay within budget.

 Organizations use downsizing to enhance performance by eliminating inefficiencies, improving productivity, and becoming more
competitive in the market. It is seen as a way to streamline operations and focus on core business functions.
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 Downsizing strategies often involve reducing the number of employees and simultaneously restructuring work processes to ensure that
fewer people can handle the same or greater workloads through efficiency gains.

 A driving belief behind downsizing is that large organizations can become bloated and inefficient, and that leaner teams with fewer
resources can produce the same level of output or better results.

 Advances in technology, particularly in IT, have significantly contributed to downsizing by automating tasks that once required human
oversight, especially in middle management, thereby reducing the need for larger teams.

 The pressure of global competition compels companies to cut costs and operate more efficiently, which often results in workforce reduction.
Downsizing enables companies to be more agile and responsive in fast-changing markets.

Organizational Performance

Productivity refers to output over time, while performance is a broader concept that includes productivity, effectiveness, efficiency, quality, consistency,
and the development of tools and skills through education and training.

 Organizations exist to create value using productive assets, and these assets will only be committed if the contributors believe the value
created meets or exceeds alternative options.

 Value creation is situational, varying across organizations and stakeholders, and may include financial and non-financial outcomes such as
personal lifestyle benefits, social impact, or shareholder returns.

 Performance involves multiple dimensions like growth, profitability, and legitimacy, and often includes trade-offs where gains in one area
may come at a cost to another.

 Different stakeholder groups have differing views on what constitutes value, such as short- term gains versus long-term growth, or cash flow
versus future investment potential.

 Measuring value is complex because it includes current results and future opportunities, which depend on assumptions, varying risk
tolerances, and subjective expectations about future outcomes.

LITERATUREWORKS FROM PREVIOUS STUDIES

In order to find the research gap and to find the insights about the sample size, techniques to be followed, depth reading of pervious literature review is
required. Here are some of the summaries of the reviews that are collected for the research purpose.

1. Mrs. Sangeetha.G, “An Exploratory Study On The Recent Layoffs Happening Across The World”. 2023 IJCRT | Volume 11, Issue 3
March 2023 | ISSN: 2320-2882. This study examined the global phenomenon of layoffs, driven by factors such as economic downturns,
technological advancements, and restructuring efforts, has significantly impacted various industries.

2. Ujjwal Kumar1 , Dr. Gaurav Gupta2, “Study on Layoff of Employees in Big Tech Organisation”, International Journal for
Multidisciplinary Research, 2023, E-ISSN: 2582-2160. This study examined the increasing trend of layoffs in large technology
organizations, particularly in the wake of financial difficulties, restructuring, and the COVID-19 pandemic. It highlights how mass layoffs
have impacted both employees and organizations, citing notable cases such as Amazon, Google, and Microsoft, which collectively
terminated thousands of workers globally.

3. Vivien Lefebvre, “Layoffs in SMEs: The Role of Social Proximity”, Journal of Business Ethics (2024) 190:801–820
https://doi.org/10.1007/s10551-023-05414-z. This study explores why SMEs are less likely than large firms to dismiss employees during
performance declines, leveraging stakeholder salience theory.

4. Elena Andreeva1*, M. Harvey Brenner2,3, Töres Theorell4 and Marcel Goldberg, “Risk of psychological ill health and methods of
organisational downsizing: a cross-sectional survey in four European countries”, Andreeva et al. BMC Public Health (2017) 17:758
DOI 10.1186/s12889-017-4789-3. The Study examined that this multi-country study highlights the psychological impact of strategic versus
reactive downsizing on workers. It finds that the manner of downsizing significantly affects workers' psychological wellbeing.

5. Michael R. Frone 1,* and Ann-Renee Blais, “Organizational Downsizing, Work Conditions, and Employee Outcomes: Identifying
Targets for Workplace Intervention among Survivors”, International Journal of Environmental Research and Public Health, 2020.
This study shows that the negative effects of organizational downsizing extend beyond those who lose their jobs, impacting surviving
employees with poor work conditions and a range of adverse outcomes.

6. Michael R. Frone, “Organizational Downsizing and Alcohol Use: A National Study of U.S. Workers During the Great Recession”,
HHS Public Access, Addict Behav. 2018 February ; 77: 107–113. doi:10.1016/j.addbeh.2017.09.016. This study shows that
organizational downsizing during the Great Recession led to increased alcohol use among survivors, with 37% of workers reporting layoffs
in the past year. Survivors, especially younger employees, exhibited higher frequency of alcohol use, more drinks per drinking day, and
increased binge drinking and intoxication.
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7. Nita Chhinzer, “Are layoffs an industry norm? Exploring how industry-level job decline or growth impacts firm level layoff
implementation”, Wiley Human Resource management Journal, 2023, DOI: 10.1111/1748-8583.12543. The study examines how
industry-level employment trends influence firm-level layoff practices, drawing on institutional and social exchange theories.

8. Umesh Maiya, “Critical Issues in Downsizing in India”, Review of Management, Vol. 1, No. 2, April-June 2011. The study examines
the impact of Liberalization, Privatization, and Globalization (LPG) on workforce management in the Indian corporate sector, highlighting a
shift from overstaffing in the pre-liberalization era to downsizing as a strategy for competitiveness post-1991.

9. Elena Andreeva1, Linda L. Magnusson Hanson, Hugo Westerlund, Töres Theorell and M. Harvey Brenne, “Depressive symptoms as a
cause and effect of job loss in men and women: evidence in the context of organisational downsizing from the Swedish Longitudinal
Occupational Survey of Health”, BMC Public Health (2015) 15:1045 DOI 10.1186/s12889-015-2377-y. The study examines the
bidirectional relationship between depression and organizational downsizing, focusing on whether downsizing leads to depression (social
causation) and whether pre-existing depression increases the risk of being laid off (health selection).

10. Dr Anekwe Rita Ifeoma, Dr. Nwanah Chizoba Patience, “Downsizing: Causes, Effect, and Strategies, A Conceptual Approach”,
International Journal of Social Science And Human Research ISSN(print): 2644-0679, ISSN(online): 2644-0695 Volume 04 Issue 07
July 2021 DOI: 10.47191/ijsshr/v4-i7-32, Impact factor-5.586. The study examines downsizing as a strategic managerial tool aimed at
improving organizational efficiency, effectiveness, and competitiveness through systematic workforce reduction.

11. CARL P. MAERTZ JR, JACK W. WILEY, CYNTHIA LEROUGE, and MICHAEL A. CAMPION, “Downsizing Effects on Survivors:
Layoffs, Offshoring, and Outsourcing”, Industrial Relations A Journal of Economy and Society · April 2010 DOI: 10.1111/j.1468-
232X.2009.00599. The study examines the effects of various downsizing forms—layoffs, outsourcing, and offshoring—on employee
perceptions and organizational outcomes across industries and organizations.

12. Ashok Panigrahi, Nikhita Shrivastava, Ishani Raulji and Monika Soni, “DOWNSIZING ISSUES: AN INDIAN PERSPECTIVE”,
ResearchGate, 2019. The study examines the issue of downsizing in Indian organizations, exploring its implications, challenges, and
strategies. Downsizing, often a response to economic pressures or organizational restructuring, aims to enhance efficiency but can lead to
adverse effects such as employee dissatisfaction, low morale, and productivity loss.

RESEARCH METHODOLOGY

The descriptive research design is used in this study. The population of the study is 154. The census method is adopted in this study. Data is collected
through questionaries. The respondents are employees in the organization. By collecting data from the organization it is very easy to analysis the
Impact of Layoff in Relation to Organizational Performance. The Chi – square test is used in this research

RESEARCH OBJECTIVES

To study the relationship between employees’ work experience and their opinion on which job roles will be most affected by downsizing.

DATA ANALYSIS AND INTERPRETATION

To test the Significant Association between employees’ work experience and their opinion on which job roles will be most affected by downsizing.

H₀ : There is no significant association between employees’ work experience and their opinion on which job roles will be most affected by downsizing.

H₁: There is a significant association between employees’ work experience and their opinion on which job roles will be most affected by downsizing.

VARIABLES: work experience, job roles affected in downsizing.

S.No Particular Value Degree of
Frequency

Pearson
Value

Remark

1 Pearson Chi- Square 6.724 3 7.815 No Significant

SOURCE: Collected through questionnaire (Primary Data). TABLE VALUE @ 5% = 6.724

Degrees of Freedom(df) = 3

χ2 (Chi- Square value) = 7.815

INTERPRETATION:

The critical value of the chi-square with 3 degrees of freedom at 5 per cent level of significance equals 6.724. Since the sample value of χ2 (7.815) is
more than the critical value, there is enough evidence to reject the null hypothesis. Therefore, the null hypothesis is rejected. Therefore, there is a
Significant Association between employees’ work experience and their opinion on which job roles will be most affected by downsizing.
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Conclusion

The study reveals a significant relationship between employee work experience and their perspectives on the job roles most vulnerable to layoffs within
the IT industry. While layoffs may be implemented as a strategic response to economic challenges, mergers, or technological advancements, the
findings show that such workforce reductions often lead to adverse organizational outcomes. These include decreased employee morale, loss of
valuable talent, diminished productivity, and long-term reputational damage. Furthermore, the psychological

impact on the remaining workforce contributes to reduced efficiency and increased turnover rates. The research emphasizes the importance of adopting
proactive and sustainable human resource strategies that prioritize transparency, employee development, and engagement. Ultimately, organizations in
the IT sector should balance cost-cutting measures with strategies that sustain innovation and performance to maintain long-term competitiveness and
organizational resilience.

LIMITATIONS AND FURTURE RESEARCH DIRECTIONS

As this study was based on a limited sample size, increasing the number of participants in future research could improve the accuracy and
generalizability of the results. While the current research is centered on the IT sector, future studies could examine the impact of layoffs on
organizational performance in sectors such as manufacturing, retail, and the banking industry.
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