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ABSTRACT

In today’s volatile economic landscape, retrenchment—defined as the reduction of an organization’s workforce or resources
to address financial challenges or operational inefficiencies—has become a prevalent strategy. While often seen as a necessary
measure to achieve short-term cost savings or strategic realignment, retrenchment has profound implications for employee morale,
encompassing job satisfaction, motivation, and emotional well-being. Emerging trends in employee morale reveal an increase in
“survivor syndrome,” characterized by heightened anxiety, reduced trust in leadership, and diminished engagement among retained
employees following downsizing. These trends underscore the critical need to examine the interplay between retrenchment and
workforce morale.

This study explores the nuanced effects of retrenchment on employees, focusing on the psychological and emotional responses of
both those laid off and those who remain. Drawing insights from existing research, case studies, and organizational best practices,
it analyses how retrenchment disrupts workplace dynamics and identifies strategies to mitigate its negative outcomes. The research
highlights the importance of addressing these challenges, as declining morale can undermine organizational performance, hinder
collaboration, and erode long-term productivity.

In the current global context—marked by economic uncertainties, evolving market demands, and the lingering impacts of the
COVID-19 pandemic—this research offers timely insights into how organizations can balance economic imperatives with
workforce well-being. By fostering a supportive environment and implementing equitable practices during periods of organizational
transition, businesses can navigate retrenchment more effectively while preserving employee morale and organizational health.
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INTRODUCTION

In an era of rapid economic fluctuations and competitive
pressures, organizations frequently resort to retrenchment
as a strategy to adapt to financial challenges, maintain
operational efficiency, or realign with shifting market demands.
Retrenchment, defined as the reduction of a company’s
workforce or resources to streamline operations, is often
portrayed as an economically rational decision. However,
beyond its financial implications, retrenchment has profound
and multifaceted effects on employees, making it a critical
subject for organizational and human resource research.
Employee morale, encompassing the levels of job satisfaction,
motivation, and emotional well-being among workers, is a
vital determinant of organizational performance and workplace
harmony. Retrenchment disrupts these dynamics, leaving
deep psychological and emotional impacts on both terminated
employees and those who remain in the organization. Survivors
of retrenchment often grapple with “survivor syndrome,”
characterized by increased workloads, diminished trust in
leadership, and fears of future job insecurity. These effects
not only reduce engagement and productivity but can also
exacerbate turnover rates and undermine team cohesion.

In recent years, trends in employee morale have highlighted a
growing concern over workplace anxiety and declining trust
in management, particularly during periods of organizational
crisis. The lingering effects of the COVID-19 pandemic and the
volatility of global markets have intensified the prevalence of
retrenchment, making it more critical than ever to understand
its human impact. Despite its prevalence, there remains a lack
of consensus on how organizations can effectively manage the
fallout of retrenchment to support employee well-being and
sustain productivity.

This paper seeks to explore the impact of retrenchment on
employee morale, examining the psychological, emotional, and
operational consequences of workforce reductions. Through an
analysis of existing research, case studies, and best practices,
the study aims to identify strategies that organizations can
employ to mitigate negative outcomes. By addressing these
challenges, this research contributes to the development of
equitable and humane retrenchment practices that balance
economic imperatives with the well-being of the workforce.

SIGNIFICANCE
1. To study how employee morale enhances Organizational
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Performance.

2. To analyse how retrenchment affects employee morale.

3. To investigate the implications of retrenchment on
employee morale.

LITERATURE REVIEW

1. (Nyaberi, 2013)

The Telkom Kenya instance was used in the study to
investigate the consequences of layoffs on workers. The
impact and results of organizational retrenchment were
the subject of the study. It focused on how retrenchment
affected both the corporation and the survivors—those
who continue to work for the company after being laid off.
Retrenchment can have both positive and negative effects,
therefore it appears that there are a variety of elements
influencing the various affects. These background variables
were investigated in the study from both an organizational
and personal perspective. The primary goal of the study’s
design was to ascertain how retrenchment affected workers,
namely those employed by Telkom Kenya.

This study’s particular goals were to ascertain how
employee morale has been impacted by Telekom Kenya’s
layoffs and how the procedure has impacted the job security
of remaining employees. The research was conducted
using a descriptive survey, which was thought to be the
most suitable method because it provides comprehensive
details on this specific problem. Using a stratified random
selection technique, 112 employees were chosen as a
sample from a population of 1120 employees. Based on
the literature study, semi-structured questionnaires were
created and sent to respondents via the drop-and-pick
technique. Descriptive statistics, particularly mean scores
and standard deviations, were used to examine the acquired
data.

Frequency tables and charts were used to display the results.
According to the report, the retrenchment procedure at
Telkom Kenya had an impact on surviving employees’ job
security and morale in a number of ways.

2. (Landiswa Pilvia Seteni, 2019)

South African organizations have had to deal with an ever-
increasing rate of local and worldwide changes over the
last ten years. New government rules have led to significant
and continuous socio-political developments. Whether as a
result of subpar internal performance or external business
circumstances, the majority of organizations have gone
through some kind of slump. Retrenchment is a common
reaction to organizational decline.

Our study aimed to investigate how workers in a mining
business perceived the impact of layoffs on organizational
commitment and workplace stress.

The study fell under the category of quantitative research.
Data was gathered from a sample of 400 surface mining
workers, including managers, administrators, engineers,
and artisans, in one location based on four research
hypotheses.

The findings demonstrated that job stress (time stress and
anxiety) was not adversely affected by layoff. This might
be because, before the layoff process, the mining business

in question had a planning and consultation mechanism in
place for the employees. The findings also demonstrated a
negative correlation between organizational commitment
and occupational stress, including time stress and anxiety.
We address the ramifications of our findings, list the
study’s shortcomings, and offer suggestions for additional
research as we wrap up this paper.

3. (Manson, 2000)

The effect of downsizing on worker morale and productivity
is examined in this book. Economic shifts have led to
downsizing in the public sector, business, and educational
institutions. Businesses are no longer motivated to uphold
the status quo in the name of employee loyalty. Employees’
lives and careers have been wrecked as a result of
downsizing.

This study aimed to shed light on how employees in the
states of California and Illinois Cooperative Extension see
their workplaces in the context of downsizing. Extension’s
main responsibility is to establish relevant programs
that successfully address the community’s educational
requirements in the areas of youth development, family
and consumer studies, and agriculture.

The goal of this study is to determine how to retain
professional competencies while using fewer employees.
The Manson’s Workplace Environment Analysis Inventory,
an innovative tool, supplied data on employee responses to
areduced work environment, particularly on trust, survivor
job security, and morale.

The results indicated that although survivors’ job security
and staff morale were perceived differently by management
and employees, their opinions of workplace trust were
similar. For community-based groups and others dealing
with downsizing, the findings of this study can be utilized
to create leadership development programs.

4. (Vaishali Tiwari, 2022)

Jio, Reliance, and Airtel are among the telecom companies
in Hyderabad that are employed to look at the effects of
layoffs on workers. The study examined the reasons for
and effects of organizational layoffs. It concentrated on
how layoffs affect both the organization and its workforce.
Retrenchment can have both positive and bad impacts,
suggesting that a variety of factors are at play behind the
varying outcomes.

The main objective of the study was to ascertain how
layoffs affected workers with special needs. The study’s
specific objectives were to assess the effects of Telekom
Kenya’s layoffs on employee morale and the procedure’s
impact on workers’ job security. The study was carried
out through a survey, which was thought to be the most
appropriate approach since it offers comprehensive data on
the topic. Structured questionnaires were developed using
the literature review.

Tables and graphs were used to present the results. The
results showed that telecom companies like Jio, Reliance,
and Airtel had a significant negative influence on the job
security and morale of their remaining employees during
the layoff process.
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5. (Ochieno, 2013)

Based on a five-year study carried out at the Telkom
Kenya, Eldoret Branch, this paper investigates the impact
of retrenchment on organizational performance. In order
to get ready for privatization, Telkom Kenya (TKL) began
laying off employees in May 2006. At Eldoret Telkom, 501
workers have been laid off by the end of 2010.

In order to gather information for this case study, a
questionnaire was used. Only 50 of the 99 targeted
employees were interviewed for the study. Both descriptive
and inferential statistics were used in the analysis of the
gathered data. The results of the study showed that TKL
has enhanced service delivery with the introduction of new
wireless technologies and newly competitive brands in the
Kenyan market. These advancements have been attributed
to a broader shift in workplace culture. According to a
company revenue trend analysis of documentaries, TKL’s
financial performance has been steadily improving.

The study’s findings also showed that, in comparison to
other goods and services offered by rivals like Safaricom
and Airtel, the new TKL products had a notably high
market rating (76%) in the marketplace. Customers now
rate TKL third in terms of preference, behind Airtel and
Safaricom. It is advised that businesses first assess the
effects of retrenchment on all facets of the business and
the retrenches before implementing it, even though it may
generally result in better organizational performance in the
short term.

6. (Mthembu & Lorencia, 2019)
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Retrenchment is now a standard procedure used to boost
organizational effectiveness.

Despite the fact that layoffs are becoming a more common
managerial tactic in businesses, it is still unknown if they
actually improve productivity.

Retrenchment typically aims to increase competitive
advantage, reduce expenses, and increase productivity
in order to improve organizational performance.
Retrenchments have in fact occasionally been successful in
achieving these goals. Nonetheless, an increasing amount
of research appears to indicate that retrenchment leads to
a negligible improvement in organizational performance,
and occasionally a decline.

Examining how retrenchment affected survivor employees’
job happiness, dedication, mental and physical health,
and ultimately their job performance at Telkom Durban
was the goal of this study. For this study, a qualitative
research methodology with an interpretivism approach
was chosen. Twelve people participated in the study,
and they were chosen by non-probability sampling.
Data was gathered through the use of questionnaires. A
number of topics were covered in the surveys, such as
the respondents’ biographical details, job dedication, the
retrenchment process, personal experiences before and
after retrenchment, and coping strategies for retrenchment.
To make sure the research tool was valid and reliable, a
pilot study was conducted. The information gathered from
the surveys was coded, reorganized, and examined.

The results of this study demonstrated that retrenchment

has an emotional, mental, and physical impact on Telkom
surviving employees. Anger, anxiety, confusion, worry,
astonishment, grief, and disappointment were among the
most common negative emotional and mental states that
survivors experienced. The organization did very little to
help the survivors cope, despite the fact that they employed
a variety of coping strategies to manage their emotions. As
a result, there was a decrease in job commitment, a drop in
productivity, and a loss of trust in upper management. Due
to differing opinions among the respondents, the study was
unable to definitively ascertain how retrenchment affected
the company’s total profitability.

It is advised that retrenching organizations establish robust
communication channels, offer assistance to retrenchment
survivors, and eventually establish a supportive
organizational climate in light of the research and literature
findings.

7. (Agunda, 2014)

In modern firms, organizational reorganization has become
a constant. Organizational structures can now be shaped
beyond national borders. Synergies, strategic development,
competitive advantage, increased shareholder value,
overall effectiveness, and the establishment of new
manufacturing sites are all viewed as benefits of global
organizational restructuring. The study’s primary goal
was to assess Barclays Bank of Kenya’s organizational
reorganization and employee satisfaction. Because
Barclays Bank of Kenya Limited was the unit of analysis,
this study employed a case study approach as its research
design.

To prevent subjectivity, an interview guide with open-
ended questions was used to gather primary data. The
interviewees and the researcher performed in-person,
interactive interviews as part of the process. After that,
the researcher used content analysis to understand the
data. According to the study, communication is the
most important and dominant activity in organizations;
employee involvement during restructuring influences
employee morale and those improving employee skills
through training, staff empowerment, recognition,
feedback, and communication; employees build trust and
empowerment in top management; they are given support
during restructuring, which influences the employees’
morale in work; and rewarding employees almost always
boosts a company’s employee morale.

In order to provide basic care for employees and their
dependents, the organization must offer attractive
and substantial benefit packages; fostering a safe and
functional workplace is crucial to boosting employee
morale; employees must be seen as essential members of
the institution and given a sense of value; the organization
should promote open communication and remove
any barriers that may exist; managers should support
and motivate line staff as they perform their duties;
management must set the standard and lead by example;
employees must demonstrate professionalism and positive
job performance in order to boost morale; and the ability
to work and collaborate as a team is crucial to confirming
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high morale.

Lemmer, 2018)
This study aims to ascertain how business restructuring
affects employee motivation and morale. The requirement
to ascertain whether the ATKV staff’s motivation and
morale had been impacted by the company’s business
reorganization led to the selection of the research issue.
The literature review will examine communication,
management models, management theories, employee
involvement, employee attitudes toward top management,
and the best leadership style for implementing change in
order to comprehend restructuring and change.
An empirical investigation and a survey of the literature
make up the research methodology employed in this work.
Seventy-three percent of the 100 employees who were
targeted completed the 73 questionnaires. ATKV non-
profit employees returned 40 of them, whereas ATKV for-
profit employees returned 33. The findings revealed several
discrepancies and similarities between the literature’s
findings and the manner the ATKV’s restructuring process
was conducted.
The figures made it abundantly evident that the replies
from the non-profit and for-profit organizations differed
significantly. It indicates a change in emphasis in the two
organizations’ leadership philosophies. It was evident
that the Laissez-Faire leadership style used by the
organization’s non-profit corporation had a detrimental
effect. Additionally, the surveys pointed out that no change
management strategy was employed as a foundation,
which warrants further investigation. In order to support
the ATKV in its upcoming reorganization efforts,
suggestions are provided to address the issues that have
been discovered.

Akhigbe, 2018)

The study looked into the connection between work morale
and employee separation in Nigerian non-union money
depositinstitutions. The cross-sectional survey is the chosen
research design. Ten (10) money deposit institutions in Port
Harcourt provided coverage for 133 active participants. On
the other hand, 130 questionnaires were gathered and used
to analyse the data. To prevent bias, the sample items were
chosen using basic random sampling procedures. With the
use of the Statistical Package for Social Sciences (SPSS)
statistical software version 20, the mean and standard
deviation were used to examine the research questions,
and Spearman’s Rank Order Correlation was used to
statistically test the hypotheses.

The study’s findings showed a relationship between
work morale and resignation, retirement, retrenchment,
and dismissal. According to the study’s conclusions,
management should work to maintain and lower separation
rates by implementing measures that will improve
employee morale.

(Baguma, 2018)
The purpose of this study was to evaluate how a
retrenchment exercise affected the short-term performance

of individuals and organizations in the Ugandan
civil service. A questionnaire measuring individual
performance, organizational performance variables, and
obstacles impeding employee performance and ideas for
improvement was given to 247 senior and lower rank
employees from six civil service ministries.

Retrenchment had either positive or unknown
consequences on individual performance, according to
the majority of participants. To name a few, factors that
hampered employee performance included a lack of tools,
work overload, low motivation, and inadequate budget. A
liveable income, better incentives, and training were a few
of the elements that were found to have the potential to
boost performance.

Additionally, most participants stated that retrenchment had
either no effect or a favourable effect on the performance
of the organization. The content includes specific advice.

11. (Titus Wafula Simiyu, 2016)

Titus Wafula Simiyu and Daniel Onwonga Auka (2018)
investigated how retrenchment practices affected the
performance of remaining workers in Nakuru Country’s
state corporations.

This study’s primary goal was to investigate how
retrenchment policies affected the performance of
remaining workers in Nakuru Country’s state enterprises.
The study was carried out using a descriptive research
design. Stratified sampling was used to gather data.

The study discovered that in order to accomplish
organizational objectives, management had to embrace the
retrenchment process.

12. (Wandera, 2013)

In a 2013 study, Hillary Thomas Wandera examined the
effects of staff rationalization and layoffs in the context of
K.T.D.A. Ltd.

The researcher’s goal is to analyse how KTDA Ltd.’s
retrenchment affects production. and to look into how
retrenchment causes employees to perform poorly and
uncertainly.

A questionnaire and the stratified sample technique were
used to gather data. The data was presented using tables
and descriptive techniques.

It was discovered that workers were not adequately
informed prior to the layoff process being started.
Additionally, to ensure a seamless procedure, careful
preparation and execution are necessary. Workers have no
idea what the future held.

Here, H T Wandera emphasizes the need to reassure
remaining employees of their training and job security.
Their morale would also be raised by some financial
rewards.

13. (Corbett, 2006)

J. Martin Corbett and Jaewon Lee (2006) looked into how
downsizing affected workers’ affective commitment.

With a focus on Korean banks, the study aimed to
investigate how downsizing affects workers’ affective
commitment, or emotional attachment, to their company.
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They investigated the precise processes and elements that
affect this link, probably looking at things like company
culture, job security, and managerial trust.

* A questionnaire was used to gather the data, and LISREL
path analysis and hierarchical regression were used for
analysis. Additionally, twenty semi-structured interviews
were performed.

e According to the study, significant downsizing lowers
employees’ affective loyalty to the company. This
commitment is impacted by downsizing both directly
and indirectly, with the daily work experiences of
employees having a greater effect. Compared to the direct
consequences, the indirect effects are more important.

14. (Joshi, 2021)

* Sneha Samir Joshi (2021) looked at international
engineering firms in Pune to see how downsizing affected
survivors’ management productivity.

*  Sheattempts to determine how downsizing affects workers’
productivity and how HR controls the process of change in
order to fulfill her research goal. She wants to assess the
“survivor syndrome” and comprehend how downsizing
affects morale, communication, trust, loyalty, dedication,
and prospects for professional progress.

*  Convenient non-random sampling was used in the study.
Descriptive and inferential statistics were used to analyze
the self-developed questionnaire.

e The study concludes that worker productivity was the
main issue. As a result of downsizing, many workers felt
stagnant. Morale was judged to be quite poor. There was
no direct or honest communication developed from the
organization.

15. (Munjuri, 2011)

* A survey of the standards Kenyan commercial banks use
to decide which employees should be let go was conducted
by Mercy Gacheri Manjuri (2011).

*  Thestudy sought to identify the criteria Kenyan commercial
banks used for staff layoffs, evaluate how frequently
each criterion was applied, and ascertain whether these
criteria were related to the size, age, ownership, and other
characteristics of the banks.

* A census survey was conducted as part of the descriptive
study that served as the foundation for the research. They
employed both open-ended and closed-ended questions in
their questionnaire to get primary data on the main stake.

* She discovered that Kenyan commercial banks apply
a number of layoff criteria, such as staff productivity,
misconduct, early retirement, obsolescence, LIFO (Last in
First Out), and FIFO (First in First Out). The most often
utilized criteria are misconduct and productivity, although
incapacity is less frequently employed. Regardless of
ownership or size, all banks use the same standards.

RESEARCH DESIGN

The research design is 100% descriptive, focusing on
systematically analysing and interpreting data to understand the
impact of gender on retrenchment. It aims to present factual,
accurate insights without influencing or altering variables,
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providing a clear depiction of existing patterns, trends, and
disparities related to gender in retrenchment practices.

CONCLUSION

This paper highlights the critical need to understand the
relationship between retrenchment and employee morale,
given the profound implications for both individuals and
organizational success. Retrenchment, while often necessary to
address financial constraints or align operations with strategic
goals, disrupts the workplace ecosystem, affecting those who
are laid off and those who remain. Survivors often face increased
workloads, job insecurity, and diminished trust in leadership,
which can lead to disengagement and a decline in morale—a
phenomenon widely recognized as “survivor syndrome.” These
challenges not only impact employee well-being but also hinder
productivity, collaboration, and organizational cohesion.

By analysing existing research, case studies, and best practices,
this study sheds light on the complex psychological and
emotional responses triggered by workforce reductions.
It identifies strategies to mitigate these adverse effects,
emphasizing the importance of transparent communication, fair
processes, and providing emotional and professional support to
affected employees.

In today’s global landscape, where economic uncertainties
and market shifts persist, balancing economic imperatives
with workforce well-being is more important than ever.
Organisations must adopt empathetic approaches, prioritizing
their people alongside operational needs. Fostering a supportive
and resilient workplace during transitions can not only mitigate
short-term disruptions but also drive long-term sustainability
and success.
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