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Abstract 

Sometimes layoffs are inevitable , but if  they are not managed properly,  they can create 

havoc in an organization. This paper offers advice on how to repair trust and manage 

change after mismanaged layoffs; a Harvard Business Review Case Study (Wetlaufer ,  

1998) is taken as an example to illustrate the process, when survivors‟  morale is  low. 

Relevance of trust and change management is exp lained in such scenarios and Burke 

and Litwin Model (1992) is applied to the case study to propose interventions.  Finally,  

recommendations are made in the light of relevant literature to stop defection of key 

employees, repair survivors trust  and manage ch ange after mismanaged downsizing .  
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Background 

Denton has successfully strengthened Delarks‟s financial position ( Wetlaufer , 1998).  

He gave Delarks a modern look  by refurbishing stores where sales staff is trained in 

“link selling” (Wetlaufer , 1998). This affected the size of Delarks workforce, the costs,  

and the work processes (Cameron, 1994 ). Denton‟s intention was to improve Delarks 

efficiency but his mismanaged downsizing harmed the core capabilities of the company 

to achieve competitiveness (Nixon et  al .,  2004) where rumors are that senior 

management might leave after Meyer‟s defection ( Wetlaufer , 1998).  Wazinsky does not 

trust  him and Denton is wondering if Garcia would stay (Wetlaufer, 1998)? This  

situation may worsen if he does not repair employees‟ trust in himself and Delarks 

immediately as suggested by Denhart (Wetlaufer,  1998).  

 

Introduction 

Trust contributes to an organization‟s overall performance (Aryee et al .,  2002),  

therefore employees having no trust can a ffect the company‟s performance, as survivors 

who think the management is not honest with them ( Wetlaufer, 1998), are likely to  

withdraw (Mishra & Spreitzer,  1998). Delarks had a no lay off policy  (Wetlaufer , 1998) 

and unannounced layoffs have shaken the organizational culture of trust  and 
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predictabili ty. Survivors are feeling job insecurity (Quinlan, 2007) and their low 

morale has made them narrow-minded, self-absorbed and risk averse (Casio,  1993).  

Denton should have warned the employees about layoffs but “in the rush of executing 

the turnaround” (Wetlaufer,  1998), Denton made decisions sitting in  his office on 

eighteenth floor, instead of “getting on ground” (Mintzberg, 2009 ). He forgot that the 

success of downsizing depends on management‟s awareness of employee reactions 

(Hutchinson et  al .,  1997).  

The negative reactions by survivors may decrease the benefit‟s Denton wants to achieve 

from his turnaround strategy (Shah, 2000) but if  he can bridge  survivors trust deficit  

along with managing the change Delarks is going through, Denton may take  Delarks to 

new heights.  

Causal model of organizational performance and change by Burke and Litwin  (1992) 

should help Delarks in identifying what to change, while looking at any likely 

implications of any changes on the other functionalities of Delarks (Burke & Litwin, 

1992). Even though no diagnostic model is perfect of flaws (Jones & Brazzel, 2006) 

and can fit all situations (Shirom & Harrison, 1995), Burke and Litwin model should 

help Delarks in managing change  (French & Bell , 1999) and help in suggesting 

appropriate interventions to improve Delarks  (Van Tonder & Dietrichsen, 2008).  

 

Burke and Litwin Model  Explained 

There are twelve organizational variables i n Burke and Litwin model (see Burke & 

Litwin, 1992)  and changes in one of them eventually change the other variables.  The 

logic of this model is to help in assessing the l ink between external environment and 

the internal environment of the organization and  how different components of internal 

environment influence each other and eventually the organizational and individual 

performance (Burke & Litwin, 1992). The higher the box in the model,  the more 

„weight‟ it  has.  The more weight a box has, the more influence it  has on the overall  

organizational system (Burke & Litwin, 1992).   

The upper half of the Burke and Litwin model comprises of transformational variables 

which includes external environment, mission and strategy, leadership and 

organizational culture where changes in environment will affect the other three 

variables (Burke & Litwin, 1992). The lower half of the model contains transactional 

variables which include structure, management practices, policies and procedures, work 

unit cl imate, tasks and ski lls, individual needs and values. Transactional variables are 

linked to short term changes among people and groups within the organization ( Burke 

& Litwin, 1992).  To make major changes in organization, variables in top 

transformational boxes are engaged ( Burke & Litwin, 1992).  Second layer of model is  

engaged when fine tuning of the organization is required ( Burke & Litwin, 1992). 

Together these transformational and transactional factors influence motivation which 

influences  the performance on individual and organizational level.  

 

Model Applied to Case 

To solve the problems Delarks is facing, some interventions are needed in leadership 

box. It does not mean that Denton shou ld be removed from his position. It is only 

suggested that  he needs to make some adjus tments in the way he leads.  The problem 
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was not with downsizing but with the way he handled layoffs,  for example the way 

O‟Donnell got her layoff letter  (Wetlaufer , 1998). It is easier for employees to 

understand the major changes, for example layoffs , when employees are given a chance 

to improve their skills before they are laid off, but Denton did not give them this 

opportunity.  This unfair dealing demoralized the entire workforce of De larks (Beer et  

al. ,  1990). Employees took it as a breach of procedural  justice.  Actually Denton is not 

connected with the employees and the board of directors is not aware of ground 

realit ies of Delarks. Denton‟s renewed contract for two years with an increased salary 

and more stock options (Wetlaufer , 1998) shows they are only looking at numbers and 

are oblivious to the cost of this success.  

Below is Causal Model of Organizational Performance and Change (Burke & Litwin, 

1992).  
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Denton has changed the pay system for sales people from salary to commission 

(Wetlaufer , 1998). This change in reward system affected Delarks culture (Burke & 

Litwin, 1992).  Denton is using path goal theory by rewarding sales people who can link 

selling more often which will result a change in company‟s cul ture (Dessler & Valenzi,  

1977) and work unit  climate. Changes in Delarks policies will  change culture but i t  will 

have more influence on work unit climate because of having more weight on i t ( Burke 

& Litwin, 1992). Individual needs,  like job security,  are not fulfilled under the new 

policies. Loyalty and commitment of employees,  which came from job security 

previously,  will shift  to a contract like exchange between employee and employer (Tsui 

& Wu, 2005). Delarks will have to think if this is the type of environment  they really 

want.  

When Garcia says that  “she can‟t stand working in a place where everyone hates 

coming to work” (Wetlaufer, 1998), she is referring to the work unit climate. Positive 

work unit climate can increase employee retention rates while negative work unit  

climate can decrease the rate of retaining employees (Martins & Coetzee, 2009). When 

Garcia joined, Delarks had a work unit climate of a family environment. When Denton 

fired workers who were like a mother to other employees ( Wetlaufer, 1998), he broke 

the family unit. Denton did  it because structure of the organization was changed but 

this changed the work unit climate and affected the motivation of employees. Garcia is  

the one who is responsible for training the sales force which is fundamental to the 

success of this new structure. If  she defects , Denton will be in trouble, at least, for 

some time.  

 

Three main challenges  

1.  How to stop defection of key employees?  

Delarks must stop defection of key employees immediately by taking them into 

confidence.  

2.  How to repair survivors trust?  

Resignations have not started to come from the star employees ( Wetlaufer,  1998) which 

can be a sign that Denton has some time to repair trust . Employees who feel  secure 

usually are more satisfied and satisfied employees seem to create higher levels of 

customer satisfaction (Wan, 2007).Unfortunately there is fear and no sense of security 

in survivors and even the new staff is upset (Wetlaufer, 1998). I agree with Peixotto 

that entire company thinks they might be fired anytime ( Wetlaufer, 1998). Denton put 

strategy before people (Wetlaufer, 1998) but strategies do not work if people are not 

involved or perceive themselves to be , at  least,  a part of the decision making process.  

Denton treated human beings as human resources and undermined an atmosphere that 

promotes trust (Mintzberg, 2009). Now he must inculcate the feeling of job security in  

the survivors by repairing trust .  

3.  How to manage change?  

Denton should manage employees‟ emotion of anger and fear after downsizing and 

should calm and relax them in order  to bring them to low activation from  high 

activation (Huy, 2002). He can do that  by involving them in attractive projects and 

reduce their fears, by better communication,  to give them some peace of mind (Huy,  
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2002). It is thought provoking that maybe, Delarks employees are simply going through 

the reactions to change but Denton still  must manage change.   

Recommendations  

Without a lot of credible communication, it  is hard to capture the hearts and min ds of 

employees (Kotter, 1995) .  Denton‟s action of downs izing, without communication, has  

broken the trust of employees and now it  is his responsibility to take actions and show 

behavior which can repair trust (Whitener et al . ,  1998). If he can do that, he will be 

able to solve majority of the problems . 

Research suggests that trust can be repaired depending on how Dent on acts now 

(Korsgaard et al . ,  2002). Denton will  not be able to rebuild trust if he does not 

communicate honestly and admit his mistake (O‟Toole & Bennis, 2009). If  Denton can 

communicate openly and demonstrate concern for employees by showing sincere regret  

of the consequences of his downsizing initiative, it  would be a good first step to start 

the process of trust repair (Gillespie & Dietz, 2009).  

Survivors are insecure because they do not t rust if their jobs are safe. In this situation, 

it  is recommended to share the reasons for downsizing (Feldman & Leana, 1994). The 

idea is  to show genuine care towards the employees and explain why there were layoffs 

and why layoffs  had been necessary. While doing so, Denton should acknowledge 

survivors concern for example their anger on the layoff of several hundred longtime 

saleswomen (Wetlaufer, 1998). But while acknowledging and explaining that, he should 

also share what might have happened if there were no layoffs. There is a possibil ity of 

Delarks getting bankrupt as company was facing severe financial crisis  when Denton 

took over.  

Denton should not apologize for downsizing but he should sincerely apologize for the 

way he handled i t (Kim et al. ,  2004). His apology should include a simple explanation 

which can help in repairing trust (Kramer & Lewicki, 2010). Sincere apology means 

that  Denton cares for survivors,  is sensit ive to the issue and wants to repair trust.  This 

gesture of sensitivity to treatment i s a major component of organizational justice.  

Failure to do so might mean that  he is  not empathetic towards his employees.    

Denton needs to deal with survivors concerns and fears to win their trust back. For 

example as they face job insecurity, he should  make it clear to his employees that  

layoffs will  be the last option from now. To gain survivors trust , he should think of 

ways to make jobs more enjoyable for survivors. This will increase their organization 

commitment (Brockner et al. ,  1993).  Trust li terature indicates that committed 

employees tend to trust  the organization more. To broaden his knowledge of how to 

make jobs more interesting and enjoyable, h e can ask employees questions about what 

they like most about their jobs and what changes could be mutually beneficial.  

Employees‟  t rustworthiness is the sum total of their perception of Delarks systems, 

processes, culture and management practices (Gillespie & Dietz, 2009). Denton thinks 

that he has been honest with the employees but employees do not tru st him (Wetlaufer,  

1998). If Denton can follow previously stated recommendation, he should be able to 

influence his employees‟ perception of trust in him  as they suggest  behavioral  

consistency, integrity,  openness to communication and show of sincere conce rn. 

According to Whitener et  al . (1998), these aspects will influence employees'  

perceptions of Denton‟s  trustworthiness and help him repair t rust.  
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It  is  important to minimize the negative reactions (distrust) and maximize the positive 

reactions (trust) from “opinion leaders” among survivors, as survivors take cues from 

each other on how to respond after downsizing (Brockner et  al. ,  1997). Denton should 

find people in the organization who have good image with the employees . Wazinsky can 

be one as he is keyed to the people in organization (Wetlaufer, 1998). To repair trust ,  

Denton should admit  his mistake of not taking Wazinsky in confidence about  Madison 

store closing (Wetlaufer , 1998).  Then he should ask for his help in maximizing the 

positive reaction (trust) in employees as he is  in a position to be an “opinion leader”.  

Denton should note that where there is  a negative reaction from survivors when a friend 

is laid off, there is also a posit ive reaction if the co -worker was in similar structural  

position. Therefore layoffs are not all too bad as they also create new opportuniti es for 

survivors (Shah, 2000). Denton should explore the  possible opportunities (promotions) 

with employees to keep them interested in the job by making them see what Delarks can 

offer.   

Literature indicates that high performers with more education and skills are most likely 

to leave if not happy after layoffs. Denton needs to meet with such high performers for 

example Garcia to repair trust and take them into confidence. To stop Garcia ‟s possible 

defection, Denton should discuss her possible opportunities in Delarks ; before that, he 

should apologize and explain why he did what he did. Delarks is financially strong at 

the moment so this is the time to spend money in the training of emplo yees who have 

the potential to create value for Delarks in the future after doing stakeholder analysis.  

When employees have developed skills, they fear change less.                          

Change management is also important as p eople feel uninvolved and they are not 

excited about the change Delarks is going through. If Denton can get people excited 

about the change, they will  help him in leading the change (Tabrizi,  2007).  According 

to Mintzberg (2009),  top down (Kotter,  1995) approach might be useful but it  has flaws 

for example what will happen if Denton is out of Delarks? Therefore Denton should 

rebuild Delarks from middle out with the help of middle managers for sustained 

changes (Mintzberg, 2009).   

Jick noted that “No organisation can institute change if its employees will not,  at the 

very least , accept the change. No change will “work” if employees don‟t help in the 

effort… Any organisation that believes change can take hold without considering how 

people will react to it  is in deep delusion .” (Jick & Peiperl , 2003). Denton overlooked 

this point but “opinion leaders” can help him in forming survivors‟ positive opinion 

now.  

Denton needs to come out of his office and start building personal connection with the 

staff.  Denton‟s focus is structure when  people in structure are as important as the 

structure. Denton is stressed but so are the employees. He needs to show employees 

interactional justice by being calm while dealing with them especially answering 

questions. The situation calls him to be empathetic.  His objective should be to come 

closer to the employees , not alienate himself further.  Denton made downsizing 

decisions without any input from his ma nagement team. In the future, Denton should 

try to trust other stakeholders and involve them in decision making process to make 

better decisions. He will have to trust them to get  their trust . To some extent at  least!  

 

 



British Journal of Economics, Finance and Management Sciences 52 

September 2014, Vol. 9 (2) 

 

© 2014 British Journals ISSN 2048-125X 

 
 

References  

 Aryee, S.,  Budhwar,  P. S. , & Chen, Z. X. (2002).  Trust  as a mediator of the 

relationship between organizational justice and work out comes: Test of a social  

exchange model. Journal of Organizational Behavior , 23, 267-285. 

 Beer, M., Eisenstat,  R. A. & Spector, B. (1990). Why change programs don‟t  

produce change. Harvard Business Review, November-December.  

 Brockner, J .,  Wiesenfeld, B., Reed, T., Grover, S., & Martin, G. (1993) . 

Interactive effect of job content and context on the reactions of layoff survivors.  

Journal of Personality and Social  Psychology, 64, 187-197.  

 Brockner, J .,  Wiesenfeld, B., Stephen, J .,  Hurley, R., Grover, S., Reed,  T., & 

DeWitt , R. L. (1997). The effects on layoff survivors of fellow survivors ' layoff 

reactions.  Journal of Applied Social Psychology, 27, 835-863.  

 Burke, W.W., & Litwin, G.H. (1992). A causal model of organizational 

performance and change. Journal of Management , 18(3), 523-545.  

 Cameron, S. K. (1994) . Strategies for successful organizational downsizing. 

Human Resource Management , 33(2),  189-211.  

 Casio, W. F. (1993). Strategies for responsible restructuring. Academy of 

Management Executive,  7(1), 95-104.  

 Dessler, G., & Valenzi, E.R. (1977). Initiation of structure and subordinate 

satisfaction: A path analysis test of path -goal theory. Academy of Management 

Journal, 20(2), 251-259.  

 Feldman, D. C., & Leana, C. R. (1994) . Better practices in managing layoffs.  

Human Resource Management , 33(2), 239-260.  

 French, W. L., & Bell, C. H. (1999). Organizational development: Behavioural 

science interventions for organisational improvement. (6th ed.). Englewood 

Cliffs: Prentice Hall .  

 Gillespie, N., & Dietz, G. (2009). Trust repair after an organization -level failure.  

Academy of Management Review, 34(1),  127-145.  

 Hutchinson, J . C.,  Murrmann, S. K.,  & Murrmann, K. F.  (1997) .  Planning and 

implementing an effective downsizing program. International Journal of  

Hospitality Management , 16(1), 23-38. 

 Huy, Q.N. (2002) . Emotional balancing of organizational continuity and radical  

change: The contribution of middle managers. Administrative Science Quarterly,  

47, 31-69.  

 Jick, T.D & Peiperl , M.A. (2003). Managing change: cases and concepts –  2
n d

 

edition. Boston, MA: McGraw-Hill/  Irwin.  

 Jones, B.B., & Brazzel, M. (2006). The NTL handbook of organizational 

development and change: Principles, practices and perspectives . San Francisco:  

Pfeiffer.  

 Kim, P. H., Ferrin, D. L., Cooper, C. D., & Dirks, K. T. (2004). Removing the 

shadow of suspicion: The effects of apology vs. denial for repairing abil ity -  

versus integrity-based trust violations.  Journal of Applied Psychology, 89(1),  

104-118.  

 Korsgaard, M. A., Brodt, S. E.,  & Whitener,  E. M. (2002). Trust  in the face of 

conflict: The role of managerial trustworthy behavior and organizational context. 

Journal of Applied Psychology, 87, 312-31.  

 Kotter, J . (1995).  Leading change: why transformation efforts fail. Harvard 

Business Review, March-April, 59-67.  



British Journal of Economics, Finance and Management Sciences 53 

September 2014, Vol. 9 (2) 

 

© 2014 British Journals ISSN 2048-125X 

 
 

 Kramer, R. M.,  & Lewicki, R. J . (2010).  Repairing and enhancing trust: 

Approaches to reducing organizational trust deficits . Journal of Management  

Annals , 4(1),  245-277.  

 Martins, N.,  & Coetzee, M. (2009) . Applying the Burke–Litwin model as a 

diagnostic framework for assessing organizational effectiveness. SA Journal of  

Human Resource Management/ SA Tydskrif vir  Menslikehulpbronbestuur , 7(1),  

Art . #177. DOI: 10.4102/sajhrm.v7i1.177)  

 Mintzberg, H. (2009). Rebuilding companies as communities. Harvard Business 

Review, July-Aug, 87 (7/8), 140-143.  

 Mishra, A. K.,  & Spreitzer, G. M. (1998) . Explaining how survivors respond to 

downsizing: The roles of trust , empowerment, justice, and work redesign. 

Academy of Management Review, 23(3),  567−588.  

 Nixon, R. D., Hitt,  M. A., Lee, H.,  & Jeong, E. (2004).  Market reactions to 

announcements of corporate downsizing actions and implementation strategies.  

Strategic Management Journal , 25(11),  1121-1129.  

 O‟Toole, J .,  & Bennis, W. (2009) . What‟s needed next: A culture of candor. 

Harvard Business Review, 87(6), 54-61.  

 Quinlan, M. (2007).  Organisational restructuring/downsizing, OHS regulation and 

worker health and wellbeing. International Journal of Law and Psychiatry ,  30, 

385-399.  

 Shah, P.R. (2000). Network destruction: The structural implications of 

downsizing. Academy of Management Journal ,  43(1),  101-112.  

 Shirom, A., & Harrison, M. I. (1995) . Diagnostic models for organisations:  

Toward an integrative perspective. In C.L. Cooper & D.M. Rousseau (Eds .),  

Trends in Organisational  Behaviour. 2, 85-107. New York: Wiley.  

 Tabrizi,  B. (2007).  Rapid Transformation. [Online]  Available from: 

http://blogs.hbr.org/ideacast/2007 /11/harvard-business-ideacast-69-r.html 

[accessed 10th December 2011]  

 Tsui,  A. S. , & Wu, J. B. (2005).  The new employment relationship versus the 

mutual investment approach: Implications for human resource management.  

Human Resource Management , 44(2) 

 Van Tonder, C., & Dietrichsen, P. (2008) . The art of diagnosis. In C.L. van 

Tonder & G. Roodt (Eds.), Organisation development:  Theory and practice. 133-

166. Pretoria: Van Schaik.  

 Wan, H. L. (2007). Human capital development policies: Enhancing employees‟ 

satisfaction. Journal of European  Industrial Training, 31(4), 297–322. 

 Wetlaufer, S. (1998). After the layoffs,  what next? Harvard Business Review,  

Sept-Oct, 76(5),  24-42. 

 Whitener, E. M.,  Brodt, S.  E., Korsgaard, M. A.,  & Werner, J . M. (1998).  

Managers as ini tiators of trust: An exchange relationship framework for 

understanding managerial trustworthy behaviour. Academy of Management 

Review, 23(3), 513-530.  

 

 

 

 

 

http://blogs.hbr.org/ideacast/2007/11/harvard-business-ideacast-69-r.html


British Journal of Economics, Finance and Management Sciences 54 

September 2014, Vol. 9 (2) 

 

© 2014 British Journals ISSN 2048-125X 

 
 

About Author 

Tashfeen expanded his understanding of Psychology of Influence at Harvard University 

and currently is a researcher at The University of the West Indies. Connect and view 

his CV here.               

 

https://www.linkedin.com/in/mrtashfeen

