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Preface

A guide to worker displacement: Some tools for reducing the impact on workers, communities and enterprises. 

The following Guide to Worker Displacement by Gary B. Hansen, originally published in 2001, was in part 
a response to the financial crisis that gripped much of Asia in 1997 with severe impacts in terms of worker 
retrenchments and rising unemployment.  The Guide, drawing on a wealth of experience primarily in North 
America and during the transition process in Central and Eastern Europe, sought to demonstrate the wide 
range of possible responses by enterprises, communities and workers to economic downturns and how to 
reduce potential job losses.  

In 2008 it became readily apparent that countries around the world were facing a new financial crisis with 
impacts that seem to surpass in severity those experienced in the late-1990s.  While the examples provided 
in the Guide generally date from this period, they are illustrative of the rising worker retrenchments 
currently underway world-wide and the likely policy responses that can reduce the economic and social 
impacts of the downturn.  In an effort to assist policy-makers, enterprise managements and community 
leaders to consider alternatives to worker retrenchment and responses to mass lay-offs, the ILO’s Skills 
and Employability Department has reissued this publication with minor revisions to the original text 
and additional information on work-sharing as one supplementary action that can be considered as an 
alternative to retrenchment. 

Following an overview of the social and economic costs associated with retrenchments, the Guide presents 
possible strategies for averting layoffs and promoting business retention by communities, enterprise 
managements and workers’ associations.  A discussion of early warning networks is presented, stressing the 
importance of monitoring and rapid response mechanisms such as retraining to ensure worker adjustment 
and economic renewal.   This may be particularly relevant to countries not yet experiencing a significant 
employment impact from the current crisis, but who anticipate that their situations may worsen. For 
countries already experiencing unprecedented job losses, particularly in some sectors of their economy, 
the roles and responsibilities of worker assistance resource centers in providing both pre-layoff and post-
layoff services outlined in the Guide may be of the greatest interest. 

The Guide concludes with an examination of broad economic renewal strategies and tools to preserve 
and create jobs. While the strategies and tools discussed by the Guide are focussed on responses during 
periods of economic contraction, it is important to note that they have also proven relevant during periods 
of economic growth when enterprises, workers and communities also face adjustment challenges.  Using a 
joint consultative approach when planning for and managing positive change stemming from, for example, 
introducing new technologies or entering new markets, has also proven to ensure easier, fairer and more 
successful transitions thereby resulting in stronger businesses and increased job security for workers.

We hope the Guide will be useful to policy makers, employers and workers in developing appropriate 
responses that promote worker retention and employment during the current troubling times, 
complementing other ILO work in enterprise development, labour market policies and social protection. 
The Department is currently preparing a companion reader to the Guide, articulating case studies of 
successful interventions which have been applied in both developed and developing countries in response 
to the need for labour force adjustments due to structural and economic changes.   It is anticipated that this 
resource will be available later in 2009. Requests for additional information may be directed to our email 
address: empskills@ilo.org.

 
José Manuel Salazar-Xirinachs						                  Christine Evans-Klock 
Executive Director									             Director 
Employment Sector					                     Skills and Employabilitiy Department
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Introduction

Who this guide is for and what it contains

This guide is designed primarily for use in industrialized and transition countries.  It is intended to be used 
by both community and enterprise level practitioners—the business, labor and community leaders who 
are called upon to address the impacts of large-scale worker dislocation caused by privatization and other 
major economic changes, including enterprise managers, trade union leaders, and local labor market 
intermediary service (employment services and labor offices) mangers.  

Three major sources provide the tools and approaches presented in this guide: First, twenty years of 
experience by governments, employers, trade unions and communities in addressing dislocation problems 
caused by the restructuring of major industries in North America and Western Europe.  Second, seven years 
of experience introducing systematic worker and community adjustment techniques to cope with worker 
dislocations resulting from the conversion of centrally planned economies and the privatization of state-
owned enterprises to market economies by several governments in Central and Eastern Europe.  Third, 
experience gained by observing the impact of the 1997 Asian Financial Crisis on workers and communities 
in several Asian countries, notably Thailand and Korea.  Where sufficient information is available, the North 
American, European and Asian experiences are supplemented by information and examples from other 
regions and developing countries.

The material in this guide is practical, not theoretical.  It explains or outlines several widely used tools 
and techniques that can be implemented at local levels with modest resources to ameliorate the impacts 
of displacement on workers and communities.  While it is not intended to be a policy document for use 
at national levels or in legislative discussions leading to the passage of displaced worker legislation, it 
might be used to show national policymakers and legislators the kinds of support—tools, expertise and 
resources—local enterprises and communities need to successfully address large-scale plant closure and 
worker dislocation problems.  Other ILO publications address some of the broader public-policy issues. 1

This guide contains:

additional information about worker displacement issues and the challenges confronting enterprise ��
managers, trade union officials and community leaders.

ideas and step-by-step action modules to help users, especially community leaders, address relevant ��
factors, follow proven steps and guidelines, adopt or adapt examples or models for implementation, 
and assess the likelihood of success or failure of particular actions.

a listing of background materials and references to supplemental resources for educational seminars ��
and/or training sessions.

information about “networking” tools to promote positive interaction among employers, trade unions ��
and community leaders and forge alliances with other social actors.

1  See: ILO, Employment and Training Papers No. 24, Worker displacement: Public Policy and management-management initiatives in selected OECD 
countries, September 1998.



Layout and format of this guide

To aid users of this guide, the materials are presented in different formats.  The bulk of the concepts, tools 
and techniques are presented in text format.  In addition, charts are included that illustrate or emphasize 
important points made in the text along with exhibits with short summaries or examples about how some 
of the tools and techniques discussed in the text have been used.  Finally, the guide has practical step-by-
step outlines to help communities actually implement and use some of the job retention/layoff aversion 
tools and techniques set out in the various chapters.  These step-by-step outlines are set out with a boxed 
heading and numbered steps.

In addition to the basic formatting, several additional formatting devices have been used to highlight 
certain items in the text:

Statements in bold italics Key ideas and facts

 Small checkoff boxes Checklists for user assessment or action

 Arrows Sub items for user assessment or action

 Bullets Lists of subordinate points

ACTION MODULE Step-by-step guides to start or implement specific tools or actions

Example Experiences from countries that have used a particular tool or concept
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Chapter 1
1. Mass layoffs and worker 
displacement: Overview of the 
Problems

1.1 Definitions of terms  

In this guide, the terms “dislocation,” “displacement,” and “retrenchment” are synonymous.  The following 
statements, taken from an International Labour Office (ILO) working paper, define “dislocated worker” and 
explain the causes of worker displacement.: 1

The term “dislocated workers” refers to persons permanently separated from their jobs 
and connotes the disappearance of the job as well as the dislocation of the individual 
workers from the enterprise.  Industrialized countries have been confronting this 
problem for some time due to the employment impact of technological and structural 
change.2

*****

In all economies, enterprises and employment shift continually as changes in markets 
and technologies open new opportunities and shrink others.  In a well-functioning 
labor market and with steady economic growth, workers move into new occupations, 
industries and areas, following signals given by employment and wage growth.  
Worker displacement results when job losses far outpace new job creation.  This may 
occur due to external shocks, lengthy recessions, or the loss of low-skilled jobs to 
lower-waged areas.3

If the labor market in a community or region is not functioning well or economic growth declines, 
they can exacerbate worker dislocation or displacement problems. Structural change is caused 
by the rise of new industries and the decline of old industries. The competitive impacts of 
globalization on many businesses and industries also can contribute to structural change and 
the severity of worker dislocation in particular regions or locales.  Furthermore, the privatization 
of state-owned industries and economic reforms in nations and economies transitioning from 
centrally planned to market economies can generate large numbers of dislocated workers. 

1  C. Evans-Klock, P. Kelly, P. Richards, C. Varga. Worker displacement: Public policy and management-management initiatives in selected OECD countries.  
Employment and Training Papers 24.  ILO, 1998.
2  Ibid, Forward by Werner Sengenberger
3  Ibid, p. 1.
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1.2 Extent and impact of worker displacement  

Even in countries with strong economies and low levels of overall unemployment, the incidence of worker 
dislocation or displacement is widespread and occurs during all phases of the business cycle.  For example, 
during the 1982 recession, 2.7 million U.S. workers (about 1 out of every 25 full-time wage and salary 
workers) lost their jobs and were not recalled.  Even during the relatively strong 1988 labor market, 1.5 
million workers (about 1 in every 50 full-time workers) in the U.S. were estimated to have permanently lost 
their jobs.4     

In February 2001, the U.S. Department of Labor reported that the number of workers losing their jobs 
due to mass layoffs (layoffs of 50 or more employees) rose 54 percent in the fourth quarter of last year 
compared with a year earlier.5   In December 2000, U.S. companies announced 133,713 job cuts, three times 
the average of the first 11 months of that year.6   The January 2001 layoff total exceeded that of December 
2000 when 142,208 workers were displaced.7

In other parts of the world, structural change has caused equally large and traumatic employment 
problems.  For example, since 1989 the transformation and reform of the centrally planned economies of 
Central and Eastern European (CEE) countries and the privatization of many state-owned enterprises (SOEs) 
have created large increases in worker dislocation in Hungary, Poland, Czech Republic, Slovakia, Bulgaria, 
Romania, Macedonia, and other countries that were formerly part of the Soviet Union.  

The CEE region has experienced frequent mass layoffs.  In Ukraine, the December 2000 closure of the last 
of the infamous Chernobyl nuclear reactors will cause the permanent layoff of upwards of 6,000 workers 
living in Slavuditch, the town created to house the workers after the 1985 explosion of one of the reactors 
at that complex.  In Poland, the closure of the Katowice region coal mines that began in 1999 will dislocate 
more than 90,000 coal miners over a two to three-year period.  The 1999 Kosovo War dislocated thousands 
of workers in the Balkans, including Yugoslavia, Macedonia and other countries in that region that were 
economically linked to that economy prior to the war or depended upon the Danube for transportation.

As a result of the 1997 Asian Financial Crisis, a number of Asian countries have experienced a dramatic 
increase in worker dislocation, a new phenomenon.  A World Bank study conducted shortly after the crisis 
occurred found that unemployment in Thailand was expected to rise to about 6 percent of the workforce, 
or 1.7 million people.8   Similar unemployment statistics could be cited for Korea, Indonesia and the other 
crisis-impacted countries in Asia.

Headlines and news stories like those in Example 1.1 below are a common occurrence in the United States 
and other industrialized countries.  They illustrate the presence and pervasiveness of worker dislocation 
even during the best of times.  Unfortunately, these articles represent only the tip of the iceberg when it 
comes to understanding the size and impact of dislocated worker problems in countries throughout the 
world.  The headlines in Example 1.1 were taken from a handful of newspapers and business journals in the 
United States and Great Britain.

 
 

4  Duane E. Leigh, Assisting Workers Displaced by Structural Change: An International Perspective, 1995.
5  Walter Hamilton, “Company Layoffs Taking   a Less Damaging Toll, Los Angeles Times, February3, 2001.
6  Ibid.
7  David Leonhardt, “Behind Layoffs, Reality Is Often Less Severe in U.S.,” New York Times, February 19, 2001.
8  Robert Chote, “Thailand: Dazed and confused.”  Financial Times, April 4, 1998.
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Example 1.1
Newspaper Headlines and stories indicating mass layoffs during a ten-week period 
from December 2000 to February 2001

“Big companies announce big layoffs” Associated Press, December 19, 2000

“Ford Europe to axe more jobs” – Financial Times, December 17, 2000

“Crunch time for General Motors” – The Economist, December 14, 2000

“Job layoffs cut across sectors as growth slows” – Los Angeles Times, December 19, 2000

“Foreseen layoffs for some major companies,” Salt Lake Tribune, December 19, 2000

The Gillette Co., Boston – 2,000��
Aetna Inc., Hartford, Conn. – 5,000��
Motorola Inc., Schaumburg, Ill. – 2,870��
Unisys Corp., Blue Bell, Penn. – 1,500��
General Motors Corp., Detroit – 13,700��
Whirlpool Corp., Benton Harbor, Mich. – 6,000��

“Lucent Technologies to cut 16,000 Jobs,” New York Times, January 24, 2001

“Motorola Cuts 4,000 [More] Jobs as Chip Demand Cools,” New York Times, Feb. 10, 2001

“Goodyear To Eliminate 7,200 Jobs [Worldwide],” New York Times, Feb. 14, 2001.

“[Canadian Manufacturer] Nortel Plans to Cut 10,000 Jobs as It Lowers Earnings Outlook,”  
New York Times, February 16, 2001.

“Dell Computer to Cut Work Force by 4 Percent [1,700 jobs],” New York Times, Feb. 16, 2001.

Sara Lee cuts more than 7,000 jobs, with half to occur in other countries, New York Times,  
Feb. 19, 2001

J.C. Penney will close 47 stores and rapidly eliminate 5,000 Jobs, New York Times,  
February 19, 2001.

Of the first 2,100 Whirlpool jobs to be cut, 1,000 will be in Brazil and about 650 in Asia and Europe 
and 450 in North America, .New York Times, February 19, 2001.

“Riot Police Dislodge Unionist Who took over Korean Plant,” [after Daewoo Motors displaced 1750 
workers at a large plant near Inchon] New York times, February 20, 2001.

 
Unfortunately, successive waves of layoffs can occur.  For example, in December 2000 the Motorola 
Corporation announced it would lay off 2,870 workers.  In January 2001 Motorola announced that it 
would close a manufacturing facility in Illinois, displacing 2,500 workers.  On February 10, 2001, Motorola 
announced it would cut 4,000 jobs in its chip manufacturing operations.  
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1.3 Overview of worker displacement problems9  
 
1.3.1 The health effects of layoffs on workers and society.  

Job loss can cause severe crises not only for the displaced workers but also for their communities.  Some 
problems stem from economic and job market factors while other problems stem from the physical, 
emotional, and psychological factors workers face while trying to transition from one job to another or 
undergo retraining.  For example, not being able to meet mortgage payments is a big problem; but how 
displaced workers feel about that problem can diminish their ability to cope.

While some dislocated workers make the transition relatively easy, others experience serious problems 
trying to find work and getting on with their lives.  This is especially true of workers who have prided 
themselves on being able to handle their problems by themselves.  Given a sudden and unexpected loss 
of security, many displaced workers need help to get through the tough times, but may not know how or 
where to get it.   

Box 1.1 lists some of the serious social and health problems caused by unemployment.  The psychological 
needs of dislocated workers are normal and predictable responses, not signs of failure or indications that 
something is wrong with them.  Dislocated workers are basically healthy people who are undergoing a 
serious crisis that is not of their making.  
 

Box 1.1
Health effects of unemployment

Besides the psychological impacts, unemployment has serious social and health 
consequences.  Dr. Harvey Brenner of Johns Hopkins University in the United States 
found that for every 1% rise in the national unemployment rate there were statistically:

37,887 more deaths��
20,240 more heart failures��
4,227 more mental hospital admissions��
3,340 more admissions to state prisons��
920 more suicides��
640 more homicides��
495 more deaths from alcohol-related cirrhosis��

Source: Serving Workers in Transition: A guide to Peer Support, 1995

1.3.2 The experience of loss. 
 
Workers lose much more than a job when they are laid off.  Jobs are an economic necessity as well as 
a psychological one.  Losing their jobs lessens workers’ self-worth and dignity.  As a source of stress, 
psychologists say that losing one’s job ranks alongside a death in the family because it leaves an emptiness 
that is difficult to fill.  Dislocated workers often talk of feeling like they no longer have a place in the world, 
of feeling useless, of being nothing.  Box 1.2 lists some of their losses.  Workers need to be reminded of their 
worth, not only what they have done and contributed but what they can do and contribute.

9  The material in this section has been adapted from Chapter 2, “Workers in Transition—Their World,” in Serving Workers in Transition: A Guide for Peer Support, 
published by the AFL-CIO Human Resources Institute, 1995.
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Box 1.2
Unemployment—it’s more than losing a job

Laid-off workers say they feel many kinds of losses:

Loss of wages				    Loss of a secure future
Loss of benefits			   Loss of collective strength
Loss of the role of worker		  Loss of self-esteem
Loss of the role of provider		  Loss of the value of my life
Loss of structure for the day		  Loss of trust
Loss of the work family		  Loss of control over my life
Loss of pride 				    Loss of the “good life dream”
Loss of dignity			   Loss of being productive

Source: Serving Workers in Transition: A Guide for Peer Support, 1995
 

1.3.3 Psychological issues

This section presents some of the basic psychological problems dislocated workers face.  If these problems 
are not addressed, they become barriers that prevent the workers from getting the services they are entitled 
to and need. It is important that dislocated workers receive prompt access to sympathetic individuals and 
trained counselors who can help them overcome their problems.  

Fear of failure.  Many dislocated workers are forced to give up the familiar.  Looking for a new job or 
career or entering a retraining program is just like starting over; and starting over can be scary and anxiety 
producing.  Workers who have been out of the classroom and out of the job market for years may fear they 
will not be able to compete in the new world of work.  

Anger.  One of the most common reactions to job loss is anger.  Workers may feel deep anger towards the 
company, fellow workers, the union or the economic priorities that caused them to lose their jobs without 
a safe way to express their anger.  When anger is unresolved, it can erupt in violence against others or self-
destructive behavior, such as drinking and drug use.  Resolving anger is necessary for workers to move 
ahead.  As a first step, dislocated workers need competent counselors who listen to them and can help 
them move forward.

Denial.  When job cutbacks are rumored, workers may not believe that they will actually happen.     
Sometimes past rumors of layoffs did not occur or earlier layoffs were only temporary.  As a result, workers 
hope that the layoffs will not occur or that they will be called back.  The best way to get workers through 
denial is to directly involve them in active job planning.

Self-blame.  Because jobs are so important to the workers’ sense of being independent and productive 
people, unemployment can bring a sense of shame and self-blame even when the job loss was not their 
fault.  Such shame and self-blame can make displaced workers feel that they do not deserve help and turn 
their anger inward.  Learning that they are not to blame for their job loss is necessary for them to move 
forward.  

Isolation.  Being unemployed for a long period of time can cause displaced workers to lose hope and feel 
that there is nothing they can do.  Whether their situation is hopeless or not, they may stop looking for work 
and cut themselves off from family and friends.  The more isolated they become the harder it is for them to 
overcome their negative feelings.  Daytime TV, alcohol or drugs may become their way to get through each 
day.  Displaced workers must be actively involved in social support networks to prevent isolation.
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1.3.4 Family issues created by worker dislocation

The family is one of the most important social support forms to help displaced workers survive 
unemployment.  Most laid-off workers are directly connected to families, whether traditional families or 
the growing number of single-parent families.  Unfortunately, job loss often increases family problems.  The 
entire family experiences changes when a member loses a job.  Nothing is the same as it was.  All people 
and groups dealing with dislocated workers need to understand this.  Families need to stick together and 
support each other.  Do not let plant closures or layoffs close down the family.

Dislocated worker programs need to provide services to families having serious difficulties.  Specially 
trained peer support specialists and transition center counselors are particularly important and effective 
in reaching this group.  The role of peer support specialists and transition center counselors in providing 
support and counseling to families is explored in Chapter 5.  

Changing family roles.  Family roles have to be adjusted at the same time greater stress is placed on 
everyone.  Families know their lives are being disrupted, and they need an opportunity to think and talk 
about what is happening.  They need to be able to express their fears and feel appreciated, understood and 
supported.  Talking with one another about the changes in family roles is a step in the right direction. 

When the family’s primary wage earner is laid off, the partner may have to become the provider.  Assuming 
new wage-earning responsibilities are more difficult if the partner is expected to take care of the home and 
family too.  The children may also have to assume new responsibilities.  If a man who has taken the smooth 
functioning of the home for granted becomes responsible for caring for the children, shopping, cooking, 
laundry, and housecleaning, he may find those tasks much more difficult than he expected.  Another 
tough situation can occur when both partners are home at the same time.  One woman said having her 
unemployed husband at home was like having an unwelcome supervisor in her kitchen.  If the family can 
work together and support each other, it is easier on everyone.

Seeing other’s points of view.  Family members may be clear on what they need from other members, but 
not clear on what the other members need from them.  It is difficult to see the whole picture when dealing 
with fears and stresses.

It is often difficult for family members to see things from the dislocated worker’s point of view.  They may 
be aware of the economic hardship and the anger the laid-off worker feels (that they may be the target of ), 
but they may not understand some of the psychological losses that the dislocated worker is experiencing.  
Often they blame themselves for not living up to their own expectations.  At the same time, dislocated 
workers may be so preoccupied with their own problems that they fail to notice that the people around 
them are going through a crisis too. They may not realize that their families also feel upset.  

What about the children? Young children may not understand job loss, but they are quick to sense 
changes around them. Increased family tensions may make them feel afraid and confused and cause them 
to act up or become difficult. They need to be reassured and told as much as they can understand. Parents 
sometimes need to be reminded that their children also are dealing with a difficult situation.  

Teenage reactions. A parent’s unemployment can be especially difficult for teenagers because they want 
and need stability in their daily lives. Teenagers are preparing to go out in the world on their own.  That is 
scary enough by itself, but it becomes harder and more confusing when their father or mother (or both) is 
laid off.  Teenagers often become scared, confused and angry.  They may ask themselves why they should 
even try if they see the reward for hard work is to lose one’s job.  They may feel insecure, especially when 
there is not enough money to buy all the things they have been used to receiving.  

Teens tend to be self-centered and volatile and are often insensitive to the needs of the people around 
them.  They may issue new challenges to parental authority; saying in effect, “Why should I listen to you?  
You haven’t even got a job.”  They may act out their own fears and insecurities when family tensions are too 
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great to deal with them.  When this happens, it is a very explosive situation for everyone.  Parents need to 
be prepared to minimize the danger.  During such times, family members need to learn how to talk to each 
other to gain some mutual understanding. 

A time for patience.  Whatever the ages of the children, it is hard for a parent to say “No” when asked for 
things they cannot afford because they no longer have a job.  Instead of saying “I feel really bad that I cannot 
buy you what you want”, they may become angry with their kids to cover up how bad they really feel.  

During their working years, the daily pattern of life may have kept family tensions under control.  But 
when job loss disrupts that pattern, old tensions, as well as new ones, often surface.  When families have 
never learned positive ways to handle hard feelings, tensions, and misunderstandings,  job loss makes it 
even more difficult to deal with them, especially if the family lacks a strong base.  Such families need help 
learning how to be more patient and understanding of each other.

Single parents.  Single parents, most of them women, may have the hardest time of all. The loss of their 
only source of income, even for a little while, can terrify them.  In addition they may lose their sense of 
independence without a partner to bring home money or to help take care of the house and look after the 
children while they are job hunting. Single parents may need extra help to make their transition to a new 
job.

1.3.5 Understanding the stages of unemployment

Every dislocated worker’s experience is different. Therefore, assumptions should not be made when 
working with them. However, displaced workers’ responses to unemployment follow some general 
patterns.  Knowing these patterns can help the people working with dislocated workers to anticipate 
problems at different stages of the unemployment cycle and serve as a framework when asking questions 
and interpreting answers.  

Typically, a dislocated worker goes through six stages of unemployment that often overlap.  (If they get a 
new job, they may not have to deal with these stages.) 

The pre-layoff stage. (1)	  This is one of the hardest stages to deal with because workers hope that 
something will prevent the layoff from occurring and therefore put off thinking about what will 
happen next.  Workers can experience problems well in advance of the actual layoff date because of 
all the uncertainty.  The uncertainty creates an ongoing strain on both the workers and their families, 
including fatigue, headaches, general loss of energy and enthusiasm, and irritability.  Even when issues 
related to the loss of work are not discussed openly, stress symptoms increase--more illnesses, more 
accidents, and more drug- and alcohol-related problems.  

One cause of stress is the anxiety and helplessness of feeling that the “axe is about to fall”.  The period 
of intense anxiety and anticipation before a layoff can last a long time, even years, and is often fueled 
by rumors.  Anxiety often heightens a sense of survival and begins to weaken the support system in 
the workplace.  Tensions can surface between workers who face layoff and those who do not.  Younger 
workers may resent older workers who can take early retirement. 

While workers can do many things before a layoff to make the transition between jobs easier and 
quicker, many fail to do so for several reasons.  Some workers want to hang on until the last possible 
moment so they do not lose their seniority or their pension.  Some feel that if the worksite closes, it 
represents personal failure.  And some do not want to lose the dream that they would retire from their 
current job.

The layoff.  (2)	 When the layoff finally occurs or the plant finally closes, there is often a temporary sense of 
relief.  The anxiety of anticipation is over, and, for a while, benefits may soften the impact.  It can feel like 
a much needed break from the pressures of work.  Workers continue to hope for the best—somehow 
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it will work out, they will not be left out in the cold, they will be called back or the plant or worksite 
will reopen. Depending on the termination conditions and the negotiated benefits, this can feel like a 
hopeful period, a chance to make a change.  

Following the layoff, it may be difficult for a peer support specialist or transition center counselor to get 
the workers actively involved in planning and using dislocated worker program services if they are in 
denial and not feeling the real impacts of the layoff.  This is natural, if it does not last too long.  However, 
during this period workers need to be contacted and encouraged to use transition center services.  

During this time some workers feel like “the bottom has fallen out”.  Their sense of who they are is 
strongly tied to their roles as workers and providers, but  unemployment has taken their roles away, 
increasing self-blame and self-doubt.  These workers need a lot of follow-up and support.  Family 
anxiety is usually very high, reflecting the loss of security, income, and other work-related benefits.  
Displaced workers feel a great deal of pressure to get a job.  Tensions can arise from having a family 
member at home who is not part of the daily routine.  Many marriages dissolve during this period, and 
drug and alcohol use can rise.  

Acquiring new skills.  (3)	 Retraining (which may be available for some workers) is a transitional stage in 
the cycle of unemployment.  If a dislocated worker seeks or is offered retraining, the pressure to find 
new work is temporarily relieved, but the issue of what the future holds remains unresolved.  Retraining 
carries with it the possibility of better employment prospects, but it may also place a great strain on 
the displaced workers and their families.  For many dislocated workers this is their first encounter with 
a classroom situation in a decade or more.  After all that time, it is not surprising that most workers are 
nervous about going back into a classroom.  Those who had bad school experiences may have a real 
crisis of self-confidence.

Workers usually need a lot of support to get through a retraining program.  To keep up in class they 
may have to spend two to four hours a day studying, which means they are unavailable during that 
time.  The family is not always supportive of the worker’s retraining--the need to study and the worker’s 
fears. They may think the worker should just go out and get another job.

A hidden issue that can surface with retraining is the worker’s basic literacy skills. Some displaced 
workers may have enough reading, writing, and math skills to get by in their daily lives, and in their 
old jobs, but not in the classroom unless they receive additional help.  Some workers may not be able 
to read and write in the national language, or not at all.  Retraining is a much more difficult option for 
them to choose. If workers are worried about their ability to read or write or use numbers, this may 
show up as not wanting to enroll in a retraining program. Transition centers can start formal or informal 
skills brush-up classes to help workers overcome that barrier.  They can also make sure that the training 
programs provided by the center or other providers address the workers’ basic skill needs.

Intensive job search. (4)	 This stage may begin before the layoff and last throughout unemployment.  It 
can be a time of great frustration, anger, and even rage.  In a tight job market, workers can face regular 
rejection.  While this may be just a function of the job market, displaced workers experience rejection 
as personal failure and lose their self-confidence and self-worth.  

As the period of unemployment continues, family pressures intensify.  The most common family 
complaint is that they do not believe the displaced worker is trying hard enough to get a job while 
the worker suffers a loss of respect, trust and support during a very difficult time.  As a result, many 
displaced workers feel they can no longer face looking for a job they cannot get, but they cannot stay 
home and face the criticism.  At this point, many displaced workers experience a true feeling of being 
“dislocated.”

Running out of benefits.  (5)	 During this stage all of the negative feelings of the earlier stages intensify.  
When the benefits (severance pay, unemployment pay) actually run out, the time of denial ends.  The 
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dislocated worker and family members feel a significant change in the intensity of their crisis.  The 
family has either adapted to their new roles or has disintegrated in various ways. 

This period is marked by a greater sense of shame for the displaced workers, leading to greater and 
greater isolation.  Workers who had held a job for many years are humiliated.  Admitting they need help 
takes away their last shred of dignity.  Some displaced workers may take on part-time jobs or become 
self-employed doing odd jobs.  But for others it may mean entry into a deeper level of depression 
and more serious illness.  Family members may begin to worry about the laid-off worker’s increased 
depression and its effect on the family.  Some jobless workers become resigned to being unable to find 
a job.  At this point the “unemployed worker” becomes a “discouraged worker” and stops looking for 
work.  

The critical thing for the people working with dislocated workers is to help remove the immobilizing 
burden of personal guilt workers feel when they cannot find good jobs.  It is very important that the 
displaced workers not become isolated.  

Adjusting to a new job. (6)	 Although getting a new job would seem to end the unemployment cycle, 
some difficulties remain.  It is not easy to start over.  Just getting a new job does not fully repair the 
loss of self-confidence the dislocation and unemployment experience caused.  Too often the new job 
is a “step down,” the pay is less, the benefits are fewer and the job brings a loss of seniority and respect.  
A new job also means going to an unfamiliar place.  It means being a newcomer instead of an old-
timer.  Loss of seniority may mean having no choice over one’s work shifts and weekend schedules.  It 
also means less voice on the job and less respect from others.  Workers may continue to feel insecure 
because their limited experience and low job security may make them only a pink slip away from 
having to start all over again.  Even if the new job is a white-collar job after years of blue-collar work, it 
means adjusting to a whole new “identity”; even that can be difficult.

It is very important that dislocated worker programs continue peer support and counseling after workers 
start their new jobs.  One way dislocated workers can be helped through this difficult period is to hold after-
work job clubs so the workers can talk to other workers in similar situations.

1.4 Problems worker displacement creates for communities 

In addition to their negative effects on dislocated workers, plant closures and mass layoffs can have 
devastating impacts on the economies of the communities and regions where they are located.  This is 
particularly true when the closure or layoff is very large, dislocating thousands of workers, or where the 
community is small and the enterprise is the major or only employer in the community.  

In Central and Eastern European countries many large state-owned enterprises (SOEs) were located in rural 
areas and small communities as part of the central planning process.  In some communities the enterprise 
and its ancillary support services became the major or only source of economic activity.  In a few instances, 
the community was developed specifically to house the workers employed in the enterprise.  Subsequently, 
when post-communist governments decided to restructure, close or privatize the SOEs, the results have 
been economically devastating to the communities and citizens.  

If the enterprise being closed or downsized had purchased services and goods from other enterprises in 
the community or region, or from ancillary units created for this purpose, the loss of the enterprise has a 
ripple effect on all other enterprises and service providers in the community and region.  The decreased 
business available to the secondary and tertiary employers reduces their ability to employ workers, and the 
economic and unemployment situation in the community and region worsens.  

The economic problems created by the restructuring are manifested in declining tax revenues and the 
deterioration of infrastructure, education and other vital public services.  The loss of revenue occurs at the 
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same time the workers and their families need increased assistance and services to cope with their losses 
and the community urgently needs money to be able to provide such services, revitalize the community 
and attract new enterprises and economic activity to replace the lost jobs.

While the community’s remaining employers experience declining economic activity and deteriorating 
services within their local area and region, they are often faced with competition from enterprises outside 
their region, both domestically and internationally.  This situation seriously hinders their ability to become 
more competitive and create jobs to employ the dislocated workers from the restructured enterprises.  In 
fact, other employers in the community are probably adding to the unemployment problem by reducing 
their own workforces.

The 1997 Asian Financial Crisis caused many enterprises in the urban areas of Asia to restructure their 
operations and displace workers.  The loss of jobs and reduced economic activity had an adverse impact 
on people living in both the urban areas and the rural communities.  In countries such as Thailand, large 
numbers of displaced urban workers returned to their rural home villages in search of sustenance and jobs.  
This exacerbated local economic problems.  In Thailand and Indonesia, the need for economic development 
efforts to provide jobs for returnees in the larger cities and especially in smaller rural communities became 
a primary concern.  The competitiveness of other enterprises in all the communities also needed to be 
strengthened to preserve existing jobs and create additional jobs for the displaced workers.

1.5 What communities can do to prevent worker displacement  
or minimize its impact

The impact of economic restructuring and worker displacement on workers and communities is pretty 
grim.  Can community and regional leaders take actions to minimize worker displacement and the adverse 
impacts of economic restructuring and worker displacement?  Can proactive steps or actions be taken 
to address these issues instead of waiting until a crisis occurs?  The answer to these questions is Yes!  
Considerable experience and a good deal of information is available to help communities, employers and 
worker organizations adopt strategies and use specialized tools and techniques to deal with the problems 
caused by economic restructuring, plant closures, mass layoffs, dislocated workers and the loss of economic 
activity that usually occurs.

1.5.1 The ILO role in preventing or minimizing worker displacement

During the past 25 years, governments in a number of industrialized countries have learned a great deal 
about worker displacement.  Their experiences have produced valuable information and insights about 
what works best to reduce or ameliorate the adverse effects on workers and communities and has provided 
an impetus to develop legislative enactments and policies that countries wanting to establish formal 
mechanisms to deal with worker displacement can adopt.  The ILO strongly supports such efforts and has 
set forth a number of concepts and measures to prevent and limit worker displacement in ILO Conventions 
15810  and Recommendation 166,11  in 1982.  

ILO Convention 158 and Recommendation No. 166 “reflect the principle that when employers are obliged 
to introduce changes of a technological nature or otherwise, they should first consider all other possible 
measures that would allow them to avoid terminations.  The two types of measures put forward by the 
Recommendation aim at reducing the number of workers by voluntary means (early retirement with 
appropriate income protection, natural reduction, internal transfers, restrictions on hiring) and worker 
sharing (reduction of overtime work and normal hours of work).”12 .  Individual countries have adopted 

10  Convention No. 158 (Termination of Employment) was adopted in 1982, and has subsequently been ratified by 34 countries.
11  Recommendation No. 162, 1982. 
12  Worker Displacement, p. 9.
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some of these initial measures.  Since 1982, some countries have introduced new types of measures--“such 
as working on an employee rotation system, part-time work, readjustment of allowances and even the 
reduction of wages”--through collective agreements.  

The ILO document, Worker displacement: public policy and labour-management initiatives in selected OECD 
countries, contains a review of the various types of dislocated worker measures adopted by selected OECD 
countries.13 Many of these measures and techniques are discussed in subsequent chapters of this guide.

In addition to passing conventions and recommendations, the ILO also provides training and technical 
assistance to countries and communities that want to develop or adopt programs to address mass layoffs 
and worker displacements.  In harmony with Convention 158 and Recommendation 166, this guide is one 
of the tools the ILO has developed to assist employers, worker organizations and communities deal with 
worker displacement.

1.5.2 Practical steps communities can take to prevent or minimize worker displacements

Can employers, worker organizations and local communities take steps or actions to prevent mass layoffs 
and ameliorate their impact on workers and communities?  What can communities, employers and worker 
organizations do to develop and implement proactive job retention/layoff aversion strategies?  Experience 
suggests that they can implement a number of strategies and take a variety of actions at the local level 
to retain jobs and reduce the amount of dislocation and its severity on workers, their communities and 
business enterprises.  

Five of the strategies are:

Educate and encourage employers in the community to adopt innovative employment security 1.	
strategies and use socially responsible restructuring to help them remain competitive in order to 
preserve and create jobs 

Develop an early warning network and implement a proactive business retention/layoff aversion 2.	
strategy in the community to identify and assist troubled enterprises and avert layoffs and lessen the 
impacts of displacement on the workers and the community

Create a rapid response dislocated worker adjustment capacity at the community level to provide 3.	
leadership and support if workers are displaced

Use the rapid response capacity to help employers and worker representatives implement 4.	
comprehensive worker assistance programs at the plant and community level to alleviate or minimize 
the negative consequences of displacement on workers and their families

Initiate community economic assessment and planning efforts to help strengthen and expand the 5.	
economic base and provide jobs for the dislocated workers

 
The above five strategies and actions plus the leadership roles required of employers, worker’s organizations 
and local communities in implementing them are discussed in subsequent chapters in this guide.

13  Geneva, December 1998.
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Chapter 2 
2. Organize your community to help 
employers strengthen their businesses 
and avert layoffs

2.1 Restructuring and layoffs: some fallacies of business life

In today’s rough and tumble world of business, many managers believe that employee layoffs, including 
mass layoffs and plant closures, are a natural phenomenon, just part of the normal part of business.  Worse 
still, some managers believe that layoffs are a key to business success or a panacea for business problems.  
Too often the managers of business firms and organizations fail to understand the negative consequences 
that mistaken belief can have—not only on their workers, their communities—but on the long-term success 
of their enterprises.

Because of the pervasiveness of this commonly held belief, community leaders need to constantly 
encourage employers to consider other, less damaging alternatives—to learn about, adopt and use 
preventive strategies and socially responsible restructuring techniques to keep their enterprises healthy 
and minimize the need for layoffs and worker displacement.  Employers also should be encouraged to 
actively help their displaced workers find new jobs—if this becomes necessary.  

Community leaders should consider creating a proactive business retention and layoff aversion program 
as an integral part of their local economic development and worker displacement efforts. This Chapter 
provides a rationale and road map for creating a dynamic business retention/layoff aversion program.

2.2 Reasons for enterprises to restructure

In order to determine whether to establish a business retention and layoff aversion program it is important 
to understand the reasons for enterprises to restructure—which in many cases leads to mass layoffs and 
plant closures.  It is also important to know whether enterprise restructuring is something that will be a 
short term phenomenon, lasting for a year or two, or will continue for the foreseeable future.

According to a study by the International Labor Office and European Baha’i Business Forum (ILO-EBBF)1 , the 
reasons for enterprise restructuring and “trigger events” include:

1   Socially Responsible Enterprise Restructuring,  p. 15.
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Survival:  •	 Past profits may have turned into losses, foreign competition may have taken a major share 
of the market, or the cash flow including lines of credit may be inadequate to finance immediate 
requirements even if the company is profitable.

Competitiveness:  •	 Deregulation or tariff reductions confront many companies that had benefited 
from various forms of protection in the past.  Dramatic changes may be required to remain viable 
under the new rules of competition

Pressure from financial markets and shareholders.•	   Much has been written about how financial 
institutions, markets and analysts have persuaded managers to adopt very short-term perspectives 
in their decisions even to the detriment of the longer-term development and competitiveness of 
the enterprise.

Shrinking market demand or overcapacity.•	   This may be temporary or permanent and is often 
caused by financial and economic crises.

Poor management: •	  In a surprising number of cases, the need to restructure originates from 
management’s short-term focus, poor strategic decisions and failure to anticipate on the part of 
management itself.

Privatization:•	   Privatization stimulates the restructuring of companies that can no longer rely on 
subsidies and favored treatment as state-owned companies.  Restructuring may be a preparation for 
privatization or it may take place after privatization occurs.

Experience suggests that enterprise restructuring will continue to be a necessity for businesses to remain 
competitive and survive in an increasingly turbulent global economy.  According to the authors of the 
ILO-EBBF study, “Continued turbulence and change in markets and increasing intensity of competition are 
among the few certitudes upon which business leaders can count.” 2

 
2.3 Community business retention/layoff aversion strategies 

If restructuring is a fact of business life, and will likely continue in the foreseeable future, what can community 
leaders do to (1) help local employers strengthen their competitiveness and remain healthy; and (2) 
minimize the adverse impacts any restructuring they undertake will have on the workers and community?

In short, what are the essential elements of socially responsible restructuring from the 
perspective of the workers and community and what can community leaders do to facilitate 
their adoption and use by employers?

Are there any strategies that a community can follow and steps that can be taken to encourage or help 
employers adopt “responsible” restructuring techniques—those that strengthen the enterprise and prevent 
or minimize layoffs?

The answer to these questions is “yes,” there are some strategies that can be adopted by a community to 
strengthen local enterprises and minimize worker displacement.  They are called “Business retention/layoff 
aversion (BR/LA) programs.”  What are the essential elements of a BR/LA program?  Why are BR/LA programs 
important to a community? How does a community go about organizing a BR/LA program?  What tools 
can communities use to help employers retain jobs and avert layoffs?  What do community leaders need to 
know before they decide to establish a business retention and layoff aversion program?  These and other 
questions will be discussed in the following sections.

2  Ibid., p. ix.
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2.3.1 Fundamental principles of business retention and layoff aversion programs

Successful BR/LA programs work to retain skilled workers and efficient managers in enterprises and the 
community.  From a community perspective, responsible restructuring as it applies to business retention/
layoff aversion has three essential elements.

understanding the concepts of employment security and socially responsible restructuring (1)	
accepting the logic and rationale for urging employers to implement employment security and  (2)	
responsible restructuring; and 
taking the necessary steps or actions to develop a proactive program to promote enterprise  (3)	
competitiveness among employers and help them prevent or minimize worker dislocation in their 
enterprises. 

 
Community leaders should start by helping employers and worker organizations to fully understand how 
employment security and socially responsible restructuring can improve their productivity, competitiveness 
and the long-term success of their enterprises.  Then, to the extent possible, provide them with the necessary 
training and technical assistance to implement these concepts in their businesses. 

 2.3.2 Definitions of socially responsible workforce restructuring

The study by the ILO and EBBF defines enterprise restructuring “as the deliberate modification of formal 
relationships among organizational components. It involves redesigning work processes, delayering, 
eliminating structural elements through outsourcing, spinning off, selling off, and divesting units, activities 
or jobs.  Restructuring is not a synonym for downsizing or reengineering but is a much broader and more 
inclusive concept.”3 

The ILO-EBBF study defines socially responsible enterprise restructuring as:  “using one or more approaches to 
consciously take into consideration the interests of all stakeholders”—the managers, owners (shareholders), 
workers, and the community.  “In practice, the process is often as important as the substance of change to 
the success of restructuring.”  Socially responsible restructuring respects the values of the enterprise, seeks 
the involvement of all those affected, practices open communications and treats all employees with respect 
and dignity. “The emphasis must be on overall ‘stakeholder value’ rather than short-term shareholder 
gains.”4

 Today’s turbulent global economy requires socially responsible restructuring approaches in the 
best interests of the shareholders and the other major stakeholders.5

From the perspective of the community, two operational principles can be distilled from the definitions of 
socially responsible restructuring:

Employment security(1)	  is a commitment by employers to protect their employees from losses of 
employment and earnings during periods of economic difficulty, including retaining their workers 
but not necessarily in the same job or work assignment.  If layoffs cannot be averted, the employers 
actively help their employees to find suitable jobs with other employers.

Socially responsible workforce restructuring (2)	 is a commitment by employers facing serious business 
problems to first make changes that enable them to continue to employ their employees effectively 
instead of thinking about layoffs.

The challenge for the community leaders is to understand and use these principles to establish and operate 
a proactive business retention/layoff aversion program in their community.

3  Socially responsible enterprise restructuring, A joint working paper of the ILO and EBBF, p. 12.
4  Ibid., p. 13.
5  Ibid., p. 14
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2.3.3 The rationale for employers to adopt employment security and responsible workforce 
restructuring policies

How can community leaders “sell” employers on the importance and value of adopting employment 
security and socially responsible workforce restructuring policies?  Here is a list of seven reasons why 
employers should adopt an employment security philosophy that includes responsible restructuring and 
positive worker adjustment measures. 

Laying off workers is costly. (1)	 The direct and indirect costs associated with layoffs reduce any gains a 
company may make by cutting back on its work force. Chart 3-1 lists some of the direct and indirect 
costs of layoffs.

 

Chart 3-1
Costs of Layoffs

Direct Costs

Severance pay in lieu of notice��
Accrued vacation and sick pay��
Supplemental unemployment benefits��
Outplacement��
Pension and benefit payments��
Administrative and legal costs��

Indirect Costs

	Higher UI taxes��
	Potential charges of discrimination ��
	Heightened insecurity and reduced ��
productivity
	Low morale among remaining employees��
	Training and retraining ��
	Recruitment and employment of new ��
hires

Layoffs have serious operational disadvantages.(2)	   Layoffs can cause a number of serious problems.  
Employees’ morale is lowered by fear of losing their jobs.  The process of bumping, usually based on 
seniority, can cause a painful realignment of employees and seriously disrupt business operations.  
Rapid turnover and low employee morale can decrease productivity and quality.  Good employees 
may leave for a more stable work environment.  Employees may be encouraged to unionize to 
protect themselves.  If already organized, they may become more militant and uncooperative in their 
relationship with the company.  The reputation of a company can be blackened by its treatment of its 
employees.

Layoffs have negative impacts on financial performance(3)	 .  An exploratory study of the effects of 
extreme downsizing on the financial performance of 25 large firms in the U.S during a seven-year period 
suggests that companies “do not realize cost efficiencies to the extent they may have expected prior 
to making dramatic reductions in levels of employees.” 6 The researchers found that “there was virtually 
no link between the magnitude of the employment cuts by target companies and their subsequent 
earnings.”  The study concluded that the companies that did not resort to severe cutbacks in their 
workforces were more successful.  “The apparent success of the comparison companies suggests that 
the sharp cuts in headcount did not yield positive results.”

Employers often believe a number of myths about the advantages of downsizing for business (4)	
success and the lack of adverse impacts on employees.  Chart 3-2 compares some of these myths with 
the facts about downsizing.

6  Guide to Responsible Restructuring, p. 3.
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Chart 3-2
Myths and facts about downsizing

Myth

Downsizing boosts profits��
Downsizing boosts productivity��
Downsizing is a last resort��
Downsizing has no adverse effects on ��
work load, morale, or commitment to 
a company
Downsizing victims suffer no long-��
term income losses as a result of 
structural shifts in the economy

Fact

Profitability does not necessary follow ��
downsizing 
Productivity results after downsizing are ��
mixed
Data indicate that downsizing is a first ��
resort for many companies
In most companies downsizing has ��
adverse effects on work load, morale, and 
commitment
Downward mobility is the rule rather than ��
the exception

Employment security creates a climate for change and growth(5)	 .  The principles of employment security 
and responsible restructuring produce a number of important advantages for employers: Employees 
protected by employment security willingly support changes to make their company more competitive 
and successful.  Employers are encouraged to invest in training and developing employees, thereby 
creating a more flexible and adaptable workforce.  Managers, supervisors, and workers are encouraged 
to concentrate on the enterprise’s success. Employers are able to increase production and to service 
customers more quickly than their competition when a business slump ends.

Employment security promotes productivity.(6)	   Productivity is one of the most important reasons for 
adopting employment security.  One American writer stated it this way:  “No amount of technological 
innovation, worker education and training, work force restructuring, or job redesign can realize its full 
productivity improvement potential without the cooperation of trusting employees, men and women 
who know that change in the workplace does not threaten their livelihood.” 7

W. Edwards Deming, often referred to as the father of total quality management, noted that employment 
security creates a bond between employee and employer and, ultimately, contributes to the success of 
quality programs.  

Today’s high-performance work organizations find that Deming’s words still ring true. When employees 
are assured of continued employment, they dedicate themselves to improving the organization and its 
products.8

Over the years, a number of studies in the U.S. have demonstrated the positive correlation between 
employment security and increased productivity.  One author found that offering job security to employees 
creates loyalty to the company and confidence and trust in management, greatly reduces resistance to 
technical change, lowers staff turnover, and improves employee relations.  These competitive advantages 
contribute to higher productivity and profits.9

7  James E. Bolt, “Job Security: Its Time Has Come.”  61 Harvard Business Review 116 (Nov.-Dec. 1983)
8  Guide to Responsible Restructuring, p. 23.
9  Fred Foulkes and Ann Whitman, Full Employment Product/Marketing Strategies, 1983.
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The author of a book published by the American Management Association questions the assumption that 
layoffs are “an acceptable tool for business success and growth.”  In his work as a consultant, he found that 
layoffs “are often short-term fixes followed by lackluster results, low morale, overwork and even sabotage 
by disgruntled survivors.”10

The demand for employment security is growing.(7)	   Changes in the legal climate and demographics 
in many countries have increased the interest in and concern for employment security on the part of 
workers and governments.

2.3.4 Why business retention/layoff aversion programs are important to communities 

Researchers have suggested that as industrialized economies enter the twenty-first century, “manufacturing 
stands at a crossroads”.  For example, in the United States  “manufacturing production has held steady 
for two decades at approximately 18% of real gross domestic product (GDP).  Manufacturing industries 
continue to fuel productivity growth and remain critically important to economic well being”.  The United 
States depends on its manufacturing sector for increases in wealth, improvements in living standards, and 
competitiveness in world markets”.11 The same can be said about the importance of manufacturing in other 
industrialized and transition countries as well.

A study by the Center for Community Change acknowledges that the level of manufacturing jobs in 
the United States has declined over the years and has shifted from the central cities where many low-
income people live.  The loss of manufacturing jobs closely correlates with higher rates of poverty and 
unemployment.

On the plus side:
Manufacturing activity has continued to grow even as manufacturing employment has declined•	
Manufacturing is still concentrated in cities and areas where many low-income people live•	
In terms of wages, benefits and union representation, job quality is higher than in other sectors•	

Advocates of business retention and expansion programs know that existing businesses create 60 – 80 
percent of all new jobs.  BR/LA programs frequently measure success by what did not happen—local 
businesses that:

did not pull up stakes and take their jobs with them•	
did not choose an out-of-area expansion site, but instead opted to grow in the area •	
did not become uncompetitive and have to downsize or go bankrupt•	
did not sell out to an outside buyer who merely wanted their trade name and market share –but not •	
the local facilities and workers.

Local businesses generate jobs and tax revenues that communities cannot afford to ignore or lose.  Today’s 
economy needs not only jobs, but jobs that provide family/living wages.12

Many communities have targeted certain industries—e.g., manufacturing, transportation, and high 
technology—for business retention efforts.  Critical industries in a community or region—industries that 
employ large numbers of workers at good wages, and are interdependent on local suppliers, customers 
and vendors—should be monitored and prioritized for assistance.

10  Alan Downs, Corporate Executions.  Cited in the Wall Street Journal, Oct. 3, 1995.
11  McGuckin and Stiroh, Manufacturing Advantage, 1998.
12  Keeping Business Healthy, Happy and Local, Washington State Community, Trade and Economic Development, Ginger Rich, Program Manager, Business 
Retention and Expansion Program, 1998
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2.4 Organize your community to retain businesses and avert layoffs

How should communities address the twin problems of business retention and layoff aversion?  There are 
several aspects of this question.  It is important to lay a solid foundation under the BR/LA program.  It 
is equally important not to go off “half-cocked” and upset the local business community by the way the 
program is implemented.  

Community leaders should take the following steps before approaching employers about implementing 
business retention/layoff-aversion strategies.  

fully understand what an employment security policy is.  ��

understand the different types of tools and techniques responsible employers can use to restructure ��
and strengthen their enterprises, improve their competitiveness and if layoffs cannot be avoided, 
reduce their impact.  (It is important for BR/LA leaders to read the resource pamphlet: Tools socially 
responsible employers can use to implement restructuring and save jobs.)

know what you can do to facilitate the use of a layoff-aversion process��  and the actions or steps you 
can take to protect the economy and retain jobs in your community.  

consider what organizational structure will be used to “organize for action”�� —to start a business 
retention/layoff aversion program

be prepared to make responsible restructuring information and tools available to “at-risk” ��
employers in a positive, proactive way and provide training and technical assistance to help employers 
implement or use these tools

2.4.1 Establish an “early warning” network to identify enterprises having problems

In addition to encouraging employers to adopt employment security-based competitiveness policies 
and responsible restructuring guidelines, community leaders must take several additional steps to help 
employers use responsible restructuring to save jobs and enterprises. 

The first step is to establish an “early warning network.” Community groups need to create an “early 
warning” network (if they lack one) to help keep enterprises healthy and prevent mass layoffs or plant 
closures.  Because most business owners and managers are reluctant to request public assistance that 
might expose potential problems, “early warning networks” and other economic trend monitoring systems 
are necessary.  Advocates of early warning argue that it is extremely difficult to save jobs and enterprises 
or complete the transfer of ownership to another group of investors or the employees once a decision to 
close has been made or the enterprise has been allowed to deteriorate for a lengthy period of time and “run 
into the ground.” 

Community leaders must have accurate, up-to-date information about business problems and sufficient 
time to take actions to prevent losses of jobs and enterprises in their community. The logical network 
of early warning informants include local mayors and council members, local unions, civic and religious 
institutions, chambers of commerce, and other institutions, such as the rapid response team or industrial 
adjustment (IA) specialist discussed in Chapters 3 and 4.

How can community leaders seeking to save an enterprise and prevent job loss know when to intervene?  
What steps can you take before it is too late?  The Midwest Center for Labor Research in the United States 
has identified a number of “early warning” signs (Chart 2.3) to identify “at risk”  or “problem” employers.  
They have also developed practical strategies to help community leaders, state and local Dislocated Worker 
Units, unions, and workers identify employers and situations that may justify further study or intervention 
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to cut costs, improve productivity, preserve jobs, transfer ownership, or provide adjustment assistance to 
displaced workers.13

In addition to the signs identified by the Midwest Center, the Canadian Industrial Adjustment Service 
(CIAS) uses “repeated use” of worksharing Unemployment Insurance as one indicator that a firm may be in 
trouble.  

Communities have developed innovative approaches to preserve jobs and prevent plant closures based on 
the principle that governments, employees, communities and business leaders have a stake in the stability 
and health of local businesses.  The goal of business retention is to anchor existing firms where they 
currently conduct operations.  It is not enough to salvage equipment or real estate.  

Governments collect labor market information (LMI).  LMI is the science of collecting, analyzing, reporting 
and publishing economic activities to describe and predict the relationship between labor demand and 
supply.  (Governments depend on LMI to determine new policies, make monetary decisions, and pass 
legislation reallocating resources.)  LMI can be used to analyze the trends of industries in a region.  Are the 
industries growing? stable? declining in sales and employment?  

Local governments can predict what is happening in certain industries or firms from the following 
sources:  

Layoff data from unemployment filings, showing inordinate patterns of layoffs in a sector or firm��

Information from government ministries or financial agencies about impending or scheduled ��
restructuring and privatization decisions

Public loan defaults, often mirrored by bank and other financing problems��

Utility company reports of usage drops��

Customer and supplier knowledge��

Information from workers��

Surveys conducted by business visitation programs to determine if potential business problems should ��
be addressed sooner rather than later. 

13  Greg LeRoy, Dan Swinney and Elaine Charpentier, Early Warning Manual Against Plant Closings. Chicago: Midwest Center for Labor Research, 2nd ed., 1988; 
and Early Warning: A Guide, 1996..
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Chart 2.3
15 Early Warning Signs

Ownership problems1.	
No successor for an aging or sick owner•	
Change of ownership/new investment •	
strategy
Ownership by conglomerate•	

Disinvestment 2.	
Lack of equipment and building maintenance•	
Profits used to improve or buy other plants•	
Excess dividends or other payouts•	

Declining Sales/Declining Employment3.	
Three-year trend declines•	
Loss of major customers•	
Trend counter to (or worse than) the rest of •	
industry

Mismanagement4.	
Poor quality control, Poor product design•	
Nepotism, cronyism, irregularities in •	
promotions
Antagonistic labor relations•	

Duplicate Capacity5.	
Twin plant with ability to make the same or •	
related product
Outsourcing of least-skilled work•	
Whipsawing against twin plant•	

Management Instability6.	
Poor treatment of plant by corporate parent •	
or poor managers
High turnover in plant manager, engineer, •	
and labor relations positions
Mysterious new “consultants” directing •	
personnel

Business “Climate” complaints7.	
Management complaints about taxes, energy •	
prices, unions, poor workers 
Indications that a company is looking for •	
enterprise zone, tax breaks

Changes in Land Use8.	
Rising land prices due to commercial or •	
residential redevelopment 
Location in a trendy riverfront or oceanside •	
area
Neighboring plants being sold and converted •	
to non-manufacturing uses

Inadequate Research and Development9.	
Lack of new products•	
Losing product design and quality to •	
other companies
Lack of research to cut energy costs, •	
overhead, and inventory

Changes in Management behavior10.	
Increased labor relation problems•	
Lack of company “roots” in the •	
community
Manager’s actions that indicate they •	
won’t be staying long

Removal of equipment11.	
Equipment moved to a twin plant or •	
sold to a competitor
Loss of key equipment or minor pieces•	

Cash crunch/Irrational Cutbacks12.	
Supplies arriving C.O.D.•	
Shortages in supplies causing production •	
snags
Paychecks bouncing•	

Unusual Bargaining Positions13.	
Management asking for shorter or longer •	
contracts than usual
Company offering to initiate severance pay •	
clause
Management proposing “back loaded” •	
money language

Unidentified Visitors/Cosmetic14.	
Improvements•	
Equipment or building being surveyed or •	
appraised
Cosmetic improvements such as office •	
spruce-up, landscaping
Consultants or other visitors the compa¬ny •	
will not identify

Real Estate and Property Tax Delinquencies15.	  

Source: Midwest Center for Labor Research2.3.2 Understand why so many businesses close or downsize.



A 
gu

id
e 

to
 w

or
ke

r d
isp

la
ce

m
en

t -
 C

ha
pt

er
  2

22

2.4.2 Understand why so many businesses close or downsize. 14

Before starting a business retention/layoff aversion program in a community, it is important to know why 
businesses restructure, especially downsize or close their operations.  In addition to the general reasons 
given by the ILO/EBBF study cited above in Section 2.1, (e.g., some businesses do it to maximize profits and 
reduce labor costs.  Some shut down because of poor planning or lack of access to necessary resources or 
markets) there are some other important points about business restructuring that the community leaders 
and members of BR/LA programs need to understand  

First, regardless of the reasons for the restructuring that leads to a mass layoff or shutdown, without an 
early warning network the stakeholders usually hear about a problem after it is too late to do anything 
except make efforts to meet the financial and social needs of those who will shortly lose their jobs. With an 
early warning network in place there is a chance to retain the enterprise and rebuild the local economy.

Second, the majority of enterprises that close do not close because of bankruptcy.  A United States General 
Accounting Office (GAO) survey of businesses that closed in 1985 found that only 7 percent of the closures 
were caused by bankruptcy; 93 percent resulted from other causes:

divestitures of business units that no longer fit corporate objectives;•	
profits that fell below the level parent companies required (even though the units were earning a •	
profit);
the owners of closely held businesses retired; and•	
buyers wanting only the units’ trade name or market, but not the production facilities. •	

 
In most of these cases saving the enterprise and jobs in the community is a real possibility—if addressed 
by a timely BR/LA response.

The Midwest Center for Labor Research conducted a survey of small privately held manufacturing firms 
in the Chicago area.  They found that nearly 50 percent of the owners were over 59 years of age and only 
one-sixth of them had a logical successor.  The researchers concluded that this places the future of many 
firms in jeopardy.

2.4.3 Put it all together: Start a community business retention/layoff aversion program

How does a community go about organizing a successful BR/LA program?  This section and the Action 
module at the end of the chapter describe some practical steps a community can take to organize and use a 
community early warning network and encourage employers to use socially responsible restructuring tools 
to prevent layoffs and plant closings.  Some communities groups have used these BR/LA tools for years.  More 
recently, these tools and strategies are being systematically introduced in local communities throughout 
the United States under the aegis of the State and local Dislocated Worker Units.  The state Dislocated 
Worker Units,  created as part of the 1988 Economic Dislocation and Dislocated  Worker Assistance Act, are 
responding to the U.S. Secretary of Labor’s dislocated worker initiative principle of the “prevention of layoffs 
whenever possible”, rather than merely responding to them after they occur.15

The ACTION MODULE at the end of the chapter outlines in greater detail the steps community leaders 
should take to start a business retention/layoff aversion program.

14  Much of the material in this section has been adapted from the Early Warning Manual: A Guide, published by the Midwest Center for Labor Research. 
(Chicago: 1996)
15  In 2000, the USDOL initiated a Layoff Aversion Study to develop a job retention toolkit that would include a national compendium of job retention and 
layoff aversion strategies for states and communities. 
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2.5 Steps communities can take and tools that can be used to retain businesses 
and avert layoffs.
 
Once community leaders are organized to operate a BR/LA program, they can use some of the tools 
discussed in this section to help retain local businesses and avert layoffs. 

2.5.1 Teach employers about employment security-based competitiveness and layoff aversion 
strategies

Employers need to be taught the three aspects of the employment security based competitiveness policy:  
(1) the philosophy of employment security, (2) the guidelines to follow when implementing responsible 
restructuring strategies in their business enterprises; and (3) the proactive strategies and innovative tools 
they can adopt to achieve and maintain competitiveness and minimize the need for layoffs.  Many of these 
tools have been elaborated in the resource booklet: Tools socially responsible employers use to implement 
restructuring and save jobs.

Encourage and assist employers to adopt an employment security policy.  ��

Actively encourage employers to adopt a basic employment security-based 
competitiveness policy and communicate it to their workforce.  While there are no 
blueprints employers can use to develop productivity-enhancing employment security 
policies, the employment security policy should include three basic guarantees:

Permanent employees will not be laid off or downgraded due to internal productivity 1.	
improvements;

Enterprises will grant their employees the broadest commitments they can afford 2.	
during business slumps and will increase that coverage as business success permits; 

Enterprises will actively help their dismissed employees obtain new jobs if economic 3.	
recessions, restructuring needs or other crises make layoffs unavoidable.

Encourage employers to adopt suitable restructuring guidelines. ��

Provide employers with information about how to implement an employment security 
based competitiveness policy—how to develop and adopt some basic socially responsible 
guidelines to follow when engaging in restructuring to improve their competitiveness.  
Although there is no definite “right way” to restructure, the guidelines outlined in Box 2.1 
have yielded good results for U.S. companies and their workers.16

 

16  Ibid, pp. 29-30.
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Box 2.1
Guidelines for Responsible Enterprise Restructuring

Articulate a vision of what you want your enterprise to achieve.��
Establish a corporate culture that views employees as assets to be developed rather than costs ��
to be cut.
Be clear about your short- and long-range objectives; e.g., to cut costs (short-range) and ��
improve customer service and shareholder value through more effective use of assets (long-
range).
Establish a list of options to reach your short- and long-range objectives.��
Before making changes involve the employees who will live with them in the decision-��
making process, provide opportunities for input at all levels.
Communicate, communicate, and communicate!  Share as much information about ��
prospective changes as possible with those who will be affected by them.
Recognize that employees are unlikely to contribute cost-cutting ideas if they think their ��
ideas will jeopardize their employment security.  
If cutting costs by cutting employees is inevitable, establish a set of priorities for doing so ��
(e.g., lay off outside contractors and temporaries first) and stick to it.  Show by word and 
deed that full-time value-adding employees will be the last to go.
If employees must be let go, give them as much advance notice as possible.  Treat them with ��
dignity and respect, and provide assistance (financial, counseling, job development) to help 
them obtain jobs.
Consider retraining and redeploying surplus employees to promote employment security ��
and self-reliance and protect your human resource investment.
Give remaining employees reasons to stay.  Explain opportunities that may be available to ��
them.
View restructuring as part of a process of continual improvement, with sub goals and ��
measurable checkpoints over time, rather than as a one-time event.

 

Encourage and assist employers to adopt proactive layoff-aversion strategies and ��
introduce tools to help improve their competitiveness.

Use local officials (and higher level government officials in countries undergoing economic 
restructuring) to promote the adoption of good competitiveness strategies and socially 
responsible restructuring tools by employers, workers and workers’ organizations, and 
enterprises facing financial crises or becoming uncompetitive.  These strategies and 
principles can be disseminated in a variety of ways, including using the action tools 
presented below.

2.5.2 Seven tools communities can use to help employers improve their competitiveness 

Small business networking. (1)	  In Europe, governments have assisted small businesses in particular 
industries and regions to establish business networks and other support systems to help them become 
more competitive in national and international markets, thus preserving and expanding jobs in their 
communities.  The Emilia-Romagna small enterprise network and support system in northern Italy is 
the most widely publicized example of the use of inter-firm networking and service hubs to improve 
competitiveness.  Variations of this approach have been used successfully in a number of other countries 
in Europe and North America.
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Labor-management training for partnership and competitiveness.(2)	   One tool community 
leaders can use to sell employers and unions on the need for responsible restructuring and job 
retention efforts in their enterprises is the “training for partnership and competitiveness program.”  
This type of training has helped employers and unions in North America and Great Britain.   
 
To help firms improve their competitiveness, governments and non-governmental organizations 
(NGOs) can provide training and technical assistance to teach employers and unions less-adversarial 
negotiating and problem-solving techniques to improve their labor-management relations.  
Cooperative labor relations greatly enhance the ability of employers and employees to accomplish 
restructuring and competitiveness objectives, and save jobs.17   

Business visitation programs. (3)	 Business visitation programs can help identify and address 
competitiveness and other local business problems.  Communities can use assessment tools to identify 
problems faced by local businesses, especially the kind community leaders and local governments need 
to address, such as infrastructure deficiencies.  A number of state governments and university extension 
services in the United States have developed simple but effective assessment tools that leaders in small 
and medium-sized communities can use in their business and job retention programs.

In-plant study committees and productivity improvement/cost saving (PI/CS) teams.(4)	   During 
the past thirty years, governments in several countries, notably Canada and the United States, have 
established specialized agencies and provided financial assistance to help firms use a variation of the 
labor-management problem-solving approach discussed in 2 above to solve in-plant competitiveness 
problems.  They have been promoted by: 

company and plant union and management leaders faced with layoffs or closures because of lagging •	
productivity, high costs and declining competitiveness; 
employers and unions working together or with the help of external consultants or university •	
productivity centers; and 
provincial, state and local government labor market adjustment services provided by Canadian and •	
United States legislation to assist dislocated workers.

 
The labor management committee directed productivity improvement process is fairly simple and 
straightforward and can be implemented by employers and workers in many types of enterprises and 
industries.  It can be initiated by employers and trade unions, by IA specialists or by neutral third parties.  

Example 2.1 shows how PI/CS study teams were used to save jobs in the state of New York. Example 2.2 
shows how a similar approach was used to create jobs in  Canada.

17  Training materials and technical assistance services are available to help employers and trade unions adopt these concepts.
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Example 2.1
Saving jobs by reducing costs:  Xerox and the ACTWU

Increased competition in the copier and duplicator business in the late 1970s caused the Xerox 
Corporation’s market share to drop from a high of 93% in the early 1970s to 42% in 1981.  That 
year, the management at a Xerox plant in Webster, New York, completed a study of operations.  
Based on its findings, the management decided that by subcontracting several commodities and 
subassemblies produced in the plant’s wire harness department to outside vendors, the company 
could save millions of dollars.  But all jobs in that department would be eliminated. 
 
The Amalgamated Clothing and Textile Workers Union Local 14A, representing the hourly workers 
at Xerox, reacted to the management’s announcement with a counterproposal.  It asked that a 
joint union-management study team (beyond the existing employee involvement activity) be set 
up to find ways to restructure the department and reduce costs.  The company and union began 
collaborating on a high-stakes project with important implications for both sides.  With the help of 
an outside consultant, the joint team negotiated ground rules and set up structures and processes to 
give them the support they needed. 
 
A joint union-management steering committee was formed to help obtain the necessary 
information and assess the feasibility of ideas.  The aim was to construct a study team of open-
minded members who represented the wire harness department’s skills and expertise and could 
work independently or as team players.  Eight team members were selected from volunteers. They 
were taken off their regular jobs to concentrate full time on the problem for six months. 
 
After two weeks of training on problem-solving and other areas and participating in information 
sessions, the study team began its work  The team was given a cost-saving target or “benchmark” 
representing the difference between the costs of producing the harnesses internally and 
subcontracting them to outside vendors.  By the end of the six months, the wire harness study team 
had identified twelve ways to save $3.7 million; the goal was $3.2 million.  A high level L-M policy 
committee accepted most of the team’s recommendations for implementation, saving 180 jobs. 
 
Because of the success of the PI/CS process, five other study teams were formed in the plant--
turnings, extrusions, and castings in the fabrication department and a second wire harness team. 
Those teams identified savings of 24 to 40 percent. 
 
The PI/CS process continues to provide cost savings and productivity improvements and is 
now part of an ongoing cooperative relationship between the union and Xerox. The union is 
substantially involved in operational decisions, and management has increased flexibility in the 
production process. 
 
Adapted from: Sally Klingel and Ann Martin, eds., Fighting Chance: New Strategies to Save Jobs and 
Reduce Costs, Ithaca: ILR Press, 1988, pp. 13-32.
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Example 2.2
Improving productivity and creating new jobs Burrell Bedding Ltd. and the 
Canadian IAS:

Burrell Bedding Ltd., founded in 1904, enjoyed a strong and financially successful operation for 
many years until the company was allowed to run down in the early 1980s.  In 1986, new owners 
tried to restore the firm to profitability.  By 1987, sales and marketing were under control, but 
serious morale and discipline problems persisted in the production and operations side of the 
business. 
 
In late 1987, Burrell’s management asked the Canadian Industrial Adjustment Service (CIAS) 
for help.  The company, union and the CIAS signed an “Assessment Incentive Agreement” that 
provided 40% funding from the Canadian Employment and Immigration Department (parent of 
the CIAS), and 60% from the company.  The four-member joint planning committee, two from 
management and two representing the employees, studied new technologies and productivity 
improvement measures and the effects they could have on the workforce.  A nonaffiliated 
chairperson chaired the committee, and a CIAS officer provided assistance and guidance. 
 
A completely new plant layout with improved equipment was necessary.  The committee, with the 
assistance of a management consultant, planned the move from Scarborough to a nearby location 
in Richmond Hill.  A Human Resources Agreement was signed and a Human Resource Plan was 
worked out.  When necessary, employees were moved to more appropriate duties, and new workers 
were hired.  Cross training enabled every employee to perform at least two functions.  Once 
trained, a measured work incentive plan incorporating quality elements encouraged the workers. 
 
The Burrell Bedding planning committee met all its objectives.  The improvements led to new and 
better customers and a large increase in monthly invoicing.  All participants considered the project 
to have been a great success. 
 
Box-spring making is an example of the increased productivity.  Historically, two men had 
produced 40 box springs per day. After the PI/CS projects were completed, one worker was able to 
produce 50-60 units per day, an average increase in productivity of 175%.  Similar improvements in 
productivity occurred throughout the plant. 
 
Under the leadership of the CIAS officer, the Burrell PI/CS committee achieved:

	a stable, committed workforce three times the original size;•	
	better manufacturing controls;•	
	tighter cost and inventory controls;•	
	greatly reduced labor costs;•	
	improved employee training; and •	
improved quality •	
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Quick start training(5)	
A critical element of BR/LA programs is obtaining and retaining workers with the skills and expertise 
necessary to make enterprises more competitive.  Studies evaluating the effectiveness of active labor 
programs being used in Central and Eastern Europe concluded that “short-term (modular) skill focused 
training was most effective…”  A successful example of the innovative types of short-term modular 
training programs for restructuring enterprises are being used in North America and Central Europe.  It 
is called Quick start training. 

Quick start training is an intensive short term method of training or retraining that is specifically 
designed for a new, expanding or older, restructuring company that must retrain its work force because 
of changing products, technology or production processes.  Quick start training programs:

Result in job retention•	
Facilitate job creation•	
Attract new companies to a community or region•	
Keep companies from moving from a community•	
Increase productivity for an existing or restructured enterprise•	

 
Quick start training programs are designed to respond to specific enterprise needs.  They are custom-
tailored to fit the needs of the client enterprise.  These types of programs are usually conducted through 
a community partnership established between the employment service offices, vocational training 
centers and employers.  Example  2.1 describes how the Quick Start training process helped create 510 
jobs in Debrecen, Hungary.

Example 2.3
Quick start training for workers at a duckling processing plant in Debrecen, Hungary

Increased competition in the copier and duplicator business in the late 1970s caused the Xerox 
In early 1995, the Hadu Bet Company purchased a former State-owned Enterprise that had been 
closed several years earlier due to loss of markets.  The company wanted to restart operations at 
the enterprise in the summer of 1995.  They asked that the County Labor Office and Regional 
Vocational Training Center to help them develop a training program and recruit and train a 
workforce for the facility, using the Quick start methodology that was being introduced into 
Hungary at that time by the USDOL as part of a restructuring adjustment project.  Over 1,600 
people were recruited and screened by the County Labor Center , and 540 were referred to the 
Quick start training.  Of the 540 people trained, 510 (or 94 percent) were employed.  The rate of pay 
they received was higher than for similar levels of semi-skilled work in the area.   
 
Because of the success of this project, the company and vocational training center continued to 
work together to train forklift operators and other company employes in Debrecen.

Business promotion and support centers.  (6)	
Business promotion and support centers (BPSCs), or small business development centers as they are 
sometimes called, are organizations that assist:

people who want to start their own businesses; ��
micro- and small business owners who want to strengthen and expand their businesses, and��
medium-sized enterprises in select areas that need assistance to remain competitive or grow.  ��

 
These centers are often organized as non-governmental organizations and have representatives from 
the whole community in their general assemblies.  BPSCs are an essential component to a properly 
functioning business environment.  Often, developing countries or countries undergoing restructuring 
from command to market economies lack this type of institution. 
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Core BPSC activities include the:

promotion of an entrepreneurial culture to acquaint potential business owners with the •	
responsibilities, risks and possibilities of  self-owned businesses;
delivery of locally based comprehensive support to potential or actual micro, small and medium-•	
sized entrepreneurs;
introduction of new management techniques and new technologies;•	
delivery of a wide range of information services;•	
consulting services to formulate and select “bankable” projects, implement new projects, provide •	
follow-up and counseling on projects’ operations to guarantee sustainability and help with the 
promotion and marketing of the product on an international level
mobilization of opportunities and resources as well as guidelines and procedures to facilitate access •	
to credit and incentives to generate employment and training
stimulation and support of a “dialogue” between the public and private sector at the local and •	
national level to promote private entrepreneurship 

 
Having a center like the BPSC to assist restructuring employers and facilitate the startup of new 
businesses in a community or region is an important community BR/LA program tool. Example 2.4 
illustrates how this tool has been used successfully in Bulgaria.

Example 2.4
The Mesta Valley Business Promotion and Support Center

Beginning in 1995, as part of a project to strengthen the local economy in the Mesta River Valley, 
the ILO helped pilot test a business promotion and support center (BPSC) in Bulgaria.  Thus far, 
over 1,500 long-term sustainable jobs have been created, over 2,500 people have been trained on 
a variety of topics, almost 2,000 people have received business related information, and over 1,900 
people have received business consulting services.  Perhaps, most significantly, the center became 
self-sustaining after two and one-half years of UNDP funding. 
 
The Mesta BPSC has helped companies in the region organize successful business networks that 
enable them to compete in the global market. 
 
The success of the Mesta BPSC led to the project’s expansion to other areas in the country.  A 
second BPSC has been established in two other regions in Bulgaria covering 15 municipalities. 
In 2001, the Bulgarian government approved a new project to expand the BPSC program to 
establish 20 new centers throughout the country, and include rural some agribusiness centers in the 
program. 
 
Source: A Guide to Community Economic Renewal: Part II: CER Resource Handbook, 76-79

Prefeasibility studies to explore ownership alternatives. (7)	  Over the past 25 years, various groups of 
employees, management representatives, community groups and labor organizations have organized 
to rescue hundreds of companies in North America and elsewhere that were scheduled for closure.  
Employee buyouts have occurred in the manufacturing, service, agricultural, transportation and 
financial industries, saving countless numbers of jobs.

Corporate conglomerates frequently close or sell plants or facilities that may be profitable, but no 
longer meet their core business application or are viewed as excess capacity in their overall operations.  
Perhaps labor, management or local economic issues contribute to the decision to locate the facility 
elsewhere.  Early response is critical in these events.  
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A very important community or rapid response step is to assess the reason for the announced 
plant closure or mass layoff.  The initial inquiry should be made immediately after the early warning 
network or IA specialist receives word that a business closure is likely.  If the management, labor or 
other stakeholder gives a reason why there might be an opportunity to retain the business operation 
through a buyout or restructuring, it may be prudent to launch an initial evaluation and prefeasibility 
study to determine the viability of the enterprise and perhaps retain the business.

While advance notice about the possible downsizing or closure of an enterprise is necessary, it is not 
sufficient to save an enterprise and jobs in a community.  So what can workers and community leaders 
do after learning about the possibility of a plant closure?  How can they determine the viability of an 
enterprise and perhaps prevent its closure or departure?

Ownership transfers and worker buyouts have saved enterprises and jobs in a number of countries in 
both Europe and North America.  Exampe 2.5 presents an example of how this approach succeeded in 
Spain.

Example 2.5
Using worker ownership conversions to save jobs and enterprises in Spain

Beginning in the 1970s, Spain developed a cooperative joint stock form of enterprise to preserve 
jobs and save enterprises.  Converting failing companies to worker-owned enterprises was an 
innovative and entrepreneurial approach to employment preservation and enterprise development.  
The conversions were called labor-limited companies and cooperative stock companies.   
 
Since the process began, over 100,000 jobs and thousands of enterprises have been saved or created 
by the workers who purchased the enterprises where they worked rather than see them close.   
 
The substantial growth in the numbers of conversions and the “phoenix-type” enterprise 
development in the next decade led the Spanish government to pass a law in 1986 to regulate this 
new business model of ownership and enterprise development.  
 
Source: Ramon Salabert Parramon, “Active Socio-Economic Development Policies in Spain,” International Review of 
Co-operation, Vol. 83, 1990, p. 3.

 
 
Twenty years of ownership conversions in the United States have demonstrated that changing the 
ownership structure of some business enterprises threatened with closure or major layoffs can preserve 
jobs and prevent economic losses in communities.  Consequently, the 1988 national worker adjustment 
assistance legislation allows state Dislocated Worker Unit (DWU) rapid response specialists to authorize and 
finance the conduct of prefeasibility studies.  Prefeasibility studies can identify likely failures.  

A prefeasibility or business viability study is a preliminary assessment of both the financial risks and job 
retention potential when a company or group, including the workers, plan to purchase a plant and continue 
operations.  From the perspective of a community and DWU, a prefeasibility study is an early and important 
part of the total process of considering the economic viability of a firm or enterprise as well as a prelude to 
formal discussions about purchasing it.

The prefeasibility study:

analyzes financial statements;•	
estimates the rough value of the company;•	
outlines the financing required for a proposed buyout; •	
identifies logical sources of financing and potential financing structures and costs;•	
determines the suitability of the firm for a buyout (employee or otherwise); •	
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analyzes conversion issues;•	
reviews the market for the firm’s products or services, how the firm’s products are marketed and •	
other relevant marketing issues;
assesses management strengths and weaknesses;•	
analyzes the age and quality of the workforce and labor relations issues;•	
considers production issues such as capacities, product quality, and the age, the condition, and the •	
quality of equipment and facilities; 
summarizes findings and makes recommendations.•	

 
Upon receiving a request from employees, managers, or some other group, a community “action team” or 
rapid response IA specialist carries out a seven-step process to approve and finance a study to determine 
the feasibility of an employee buyout, or purchase of a business enterprise by another owner, to preserve 
jobs in a community.  

The cost of the prefeasibility study depends upon the size and complexity of the enterprise being considered 
for ownership transfer, the level of analysis, the availability of information, the time available, and the type 
of individual or group that conducts the study.

A prefeasibility study normally takes several weeks to complete.  If the study concludes that a buyout or 
transfer of an enterprise is feasible, the individuals or group initiating the process can move to the next 
stage of the buyout process—a formal feasibility study that carries the process to its logical conclusion.  

The formal feasibility study (sometimes called a business plan) is a comprehensive and in-depth study 
of the firm’s risks and opportunities and determines whether the buyout or transfer of ownership will be 
successful.  The business plan is also used to convince potential lenders or others to provide the necessary 
financing for the buyout or ownership transfer.

 
2.6 Steps to start a community business retention/layoff aversion program

ACTION MODULE: Steps to start a community business retention/layoff aversion program

 
Step 1: Create an early warning network to help identify “at risk” companies 

The key element of community involvement in business retention/layoff aversion is monitoring existing 
businesses to prevent shutdowns of potentially viable businesses.  This involves creating an early 
warning network comprised of community leaders, labor, economic development agencies and business 
organizations.  Early warning networks help gather and organize information about a community’s existing 
businesses with sufficient lead-time to:

identify companies at risk of moving or closing;•	
provide assistance to companies needing resources or skills; and•	
identify opportunities to increase corporations’ performance and stability.•	

 
Early warning networks gather information about companies through extensive research and members’ 
first-hand knowledge.  This information helps community leaders develop effective strategies for assistance 
and intervention to strengthen competitiveness and prevent job losses.  It enables them to:

facilitate an effective working relationship with community and other agencies;•	
identify problems and barriers that make the local business climate less favorable; •	
provide access to new and improved management personnel;•	
provide access to capital;•	
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offer business planning assistance;•	
offer technical assistance to improve productivity and cut costs;•	
offer turnaround assistance;•	
train and develop the local workforce;•	
identify a qualified community friendly buyer who is committed to keeping the business in the area; •	
and
help arrange an employee buyout.•	

 
Step 2: Focus early warning efforts on published and unpublished information 
 
Early warning focuses on two types of information: published and unpublished.  Published information 
on companies can be found in annual reports, databases, trade journals, the business press, and public 
records.  Unpublished information comes from people with first-hand knowledge of the company, including 
employees, customers, residents of the community, service providers, local economic development officials, 
utility companies, and local governments.  Often these people see signs of trouble without knowing how 
to interpret them.  Educating the workers, community leaders and others about how to read the warning 
signs can provide critical information for effective intervention.

Using both published and unpublished information, community leaders can identify potential problems 
at a company, analyze the particular problems and opportunities, verify the information, and develop a 
course of action to encourage and assist a company to keep its doors open.  (Companies or enterprises 
that are beyond repair and assistance can also be identified and the stakeholders informed to prevent 
misinformed public investment and misplaced expectations.)  Systematic analyses of local companies can 
result in as much as two years’ notice of potential problems that could result in closures.

Step 3: Form an action team
 
If the information collected and analyzed by the network coordinator (e.g., IA specialist) and the job retention 
network participants indicates that assistance or intervention may be required, the network coordinator 
should put together an action team.  The team should include members with experience handling the 
specific issues the company faces.

The action team should determine the best way to approach the company, introduce itself, and offer 
assistance.  If the company is open to the team, they can work together to save the company and its jobs.  
If the company is hostile to the network, the team must determine how to intervene, perhaps by waging a 
campaign to prevent a closure. (see number 5 under Step 4).

Step 4: Take appropriate action(s)
 
The whole purpose of early warning is to secure timely and accurate information about companies so the 
network has time to take action to help the enterprise improve its performance and reduce job losses or 
even closures.

Job retention network actions include encouraging employers and trade unions to use PI/CS teams and the 
other tools discussed previously.  Additional job retention network actions are designed with the company’s 
stakeholders (employees, community members, government officials) in mind.  The job retention network 
can take five categories of actions:

business climate and infrastructure improvements(1)	
management and technical assistance (2)	
financial assistance(3)	
ownership transition assistance(4)	
intervention(5)	
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Determining the appropriate action for any given enterprise depends on the warning signs, the results of 
the business analysis and the network participants’ capacity. 

The community job retention action team can use any of the above categories of actions depending on the 
kinds of problems firms are experiencing, the types of help firms need to solve their problems, and what 
will provide the greatest chance of strengthening the enterprise and preserving jobs in the community.

(1) Business climate and infrastructure improvements

Before community leaders can help local businesses, they must first identify community problems resulting 
from infrastructure, bureaucratic rules and regulations, and other issues that affect business growth and 
effective operations.  For this reason many communities include, as part of their business retention efforts, 
actions that improve the local business environment and eliminate as many business barriers as possible.  
By identifying the needs and concerns of local businesses, the network can help communities set economic 
renewal priorities and activities while working to save individual enterprises and jobs. 

Based on the information gathered by the network, communities can assist and encourage local businesses 
to stay in the community and to grow and expand by reducing their costs and increasing their productivity 
and competitiveness through:

infrastructure improvements;•	
quality of life changes;•	
government procurement;•	
networking;•	
marketing assistance, and•	
tax breaks and other incentives.•	

 
Some early warning signs may reveal serious business climate problems that can be solved by infrastructure 
improvements and other changes.  The job retention network can use early warning information to lobby 
the appropriate government officials and agencies to make needed changes or improvements.

(2) Management and technical assistance  

Some early warning indicators reveal problems that can be solved by good technical assistance, management 
consulting, worker training, and improved access to local resources.  

Management assistance. Job retention networks often find companies have trouble because their 
management has difficulty keeping up with technological advances and changes in the economy.  
An important resource for the business and job retention network is to develop access to professional 
management assistance as the current management may need to be strengthened with new talent or 
replaced.  Equally important is linking the early warning network to the programs and activities of other 
technical assistance programs to strengthen enterprise competitiveness.  

Technical Assistance. Many companies need corporate planning assistance to meet new pressures in 
the market place, keep pace with technology, or make adjustments in their production or management 
processes.  They may require small adjustments or a complete turnaround of management.  Whatever the 
problems, it is important to find and use local experts who have the same values and priorities as the job 
retention network members—preserving jobs and enterprises in the community.

Skill training.  Some early warning indicators may reveal that the workers’ skills are inadequate or outdated 
relative to the needs of the enterprise.  The workforce may require retraining or upgrade training such as 
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Quick Start18  training -- short, intensive vocational training custom tailored to the specific needs of the 
employer.  Such training programs can focus directly on the skills employers need their workers to have to 
remain competitive or develop and produce new products or services.  

(3) Financial assistance

Providing financial resources to a company can be a real opportunity to further anchor a company in the 
local community and strengthen its linkage with the development objectives of the community.  Good 
businesses need access to capital under the right terms.  They may need more equity or loans for capital 
investments or working capital.  Local enterprise development funds or economic development agencies 
may have staff with the skills to assist companies in securing capital under favorable and useful terms.  

A good early warning business and job retention network must establish contacts with various sources of 
funds that can make a difference in the success, expansion, or failure of a business.  But all types of financial 
assistance must include a careful examination of the company, its books, and its financial management 
practices to ensure that the investment is needed and will be used effectively.  It is important that the 
financial assistance terms require the company to first strengthen the business and, hopefully, complement 
the objectives of the job retention network.

Common and creative sources of capital that the network might access for a company include:

loans from banks, government, or individuals;•	
equity from other investors, investment banks, or a community network;•	
an ESOP (equity from the employees);•	
investment from a community investment fund.•	

 
(4) Ownership transition assistance  

The early warning business and job retention network may be able to help a company resolve specific 
problems related to business ownership such as:

lack of a successor;•	
sale of the company;•	
an acquisition offer to save the company.•	

 
These conditions present opportunities to provide qualified, committed, and preferably local ownership 
to a company.  They also provide a chance to develop the local economy and anchor the local company 
for generations to come.  These ownership transition situations also open up opportunities for employee 
ownership or purchase by other local groups.

When arranging for a transition in ownership, companies need to be matched with an owner who will 
preserve the company at the local site and meet the qualifications of the network members.  The owner 
must be competent to protect the interests of local investors and lenders.

If there are indications of ownership problems, the job retention network must take the following steps:

Determine the viability of the business��  by conducting a prefeasibility study that examines the 
company’s markets, finances, management structure and capacity, machinery and assets, sales and 
marketing capacity.  (If a company is beyond salvage, the network should turn that information over 

18  Quick Start training was the name given to this form of employer-centered vocational training by the US Department of Labor when it introduced it into 
Central and Eastern Europe as part of rapid response projects in the mid-1990s.
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to the appropriate rapid response worker adjustment component, discussed in Chapter 5, to address 
employee dislocation benefits, retraining, and job placement.)
Identify the right buyer�� —a group of employees, a group of individuals or managers, or a single 
entrepreneur
Using suitable intermediaries, provide assistance in negotiating the sale�� , 

 
When considering possible buyers for a company, think about:

employee ownership; ��
existing local ownership; and��
non-local ownership committed to keeping the business and jobs in the area��

 
There is no absolute formula for employee ownership.  It can take the form of workers as cooperative 
partners in a business (worker cooperative), or an Employee Stock Ownership Plan (ESOP).

Recent studies show that employee ownership increases the growth rates of these companies by 8-11 
percent over non-employee owned companies19 and enables them to out-perform competitors on job 
growth measurements 49 percent of the time. 20 Employee ownership:21

creates shared interest between workers and outside stockholders;•	
unleashes the employee-owners’ creativity and productivity; •	
maintains a long-term perspective;•	
increases employment and job security;•	
provides a supplementary income source from ownership equity;•	
anchors jobs and capital in communities.•	

 
Acquiring a local company may be good for another company in the same geographic area that wants 
to increase its capacity or broaden its range of business activity.  Under the right terms, clustering and 
combining small companies can be a positive development for the community while meeting the network’s 
development objectives—access to better jobs at a livable wage, housing, health care, and schools.

If employee ownership is not a viable option and there is no appropriate match among buyers in the local 
community, the network should seek out an owner who is committed to keeping production located in the 
community.  A person living in or near the community is more likely to share that commitment, but other 
entrepreneurs and investors in the regional, national, and international arena might be willing and able 
to be excellent partners with the local workforce and community.  In all situations, be concerned about a 
potential buyer’s commitment to sustain local production and further develop the business into a profitable 
enterprise.  Never be so desperate that you fail to check out new owners.

Some businesses, regardless of their ownership situation, will need other forms of assistance, financial, 
management or technical, to help them become competitive and continue operations without resorting 
to mass layoffs or closure.  

(5) Intervention  

In some situations the job retention network can solve a company’s problems by providing a solution that 
is supported and embraced by management and the owners.  Sometimes, company will not only refuse to 
work with the job retention network but will refuse to act on its own for the good of the worksite and the 
employees.  If all possibilities of persuasion fail, intervention becomes necessary to bring about a negotiated 

19  National Center for Employee Ownership
20  Northeast Ohio Employee Ownership Center, 1993.
21  Charles Edmundson, et al.,  “A practical Solution: Employee Ownership and the Democratization of the American Economy.”
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settlement that meets the needs of both parties.  The job retention network should not sit idly by and watch 
an uncooperative company harm the social and economic fabric of the community.

Most interventions take place when a plant closing is imminent, either the company plans to move or shut 
down.  Such interventions typically include one or more of the following: 

a legal challenge,��
a capital challenge, or��
a campaign to pressure or persuade in the public press.��

 
While some interventions achieve positive outcomes, others may not.  The action team must determine 
what strategy to use based on the particular situation and the potential costs and benefits.

Step 5: Monitor the progress of the enterprise and evaluate the results 
 
The action team (and early warning network) should continue to monitor individual enterprises or workers 
assisted by them and note the actions taken, the outcomes, and whether the enterprise and jobs have been 
preserved.  

The network members should:

assess the relevance and success of the strategy the action team used to avert layoffs or save the •	
enterprise;
determine any changes that could be made in the strategy or approach to make it more successful;•	
assess the need for additional resources and take appropriate action to access or obtain them; and  •	
incorporate any insights or recommendations arising from the action team’s work that would •	
improve the network’s ability to accomplish its business retention/layoff aversion objectives in the 
future.

Tips:  Remember the importance of establishing linkages with other groups

Regardless of the category of action(s) the community business retention/layoff aversion network takes to 
help employers prevent mass layoffs and plant closings, it should establish close linkages with all public 
agencies--vocational training, economic development, small business loan funds, business services, small 
business development centers, productivity and quality centers--and private organizations and resources-
-trade unions, chambers of commerce, management consultants, and financial institutions.  Such linkages 
enable the network to: (a) obtain needed information in sufficient time to take preventive action, (b) refer 
troubled businesses to the right kind of organizations and experts who can help them, and (c) mobilize the 
necessary resources to implement timely and cost-effective action plans.  
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Chapter 3 
3. Assess your community’s ability 
to respond quickly and effectively to 
worker displacement events

Effective rapid response worker adjustment programs require well-organized community or regional 
(county, provincial) institutional frameworks and qualified staff to facilitate the delivery of dislocated 
worker assistance and services to enterprises and workers in a timely and effective manner.  How does a 
community determine its state of readiness—and ability to respond quickly to the threat of mass layoffs 
and plant closures?  What are the critical elements that make up an effective community rapid response 
worker adjustment system?

3.1 The importance and role of early warning networks, rapid response and 
industrial adjustment specialists 

3.1.1 Early warning networks

Successful worker adjustment programs require advance notice, careful planning and effective use of the 
time preceding layoffs or plant closures.  To minimize or prevent layoffs, community or regional worker 
adjustment programs need up-to-date information about businesses in their area and an effective early 
warning network like that discussed in Sections 2.2.2 and 5.2.--Step 1.  Effective early warning systems 
include:

taking whatever steps are necessary to establish a communications network to obtain accurate, up-to-��
date information about enterprises in the community or region; 

using all available contacts and information to identify enterprises or industries that might lay off ��
employees or are scheduled for restructuring; and

closely monitoring enterprises and industries having problems to determine: (a) when to  contact them ��
to discuss their situation, and (b) whether rapid response should be activated.

3.1.2 Rapid response

Rapid response means that the community is able to respond quickly (within 48 hours) and effectively to 
announcements or receipt of information about impending mass layoffs or plant closures in a community 
or region.  Experience demonstrates that worker adjustment programs are most successful when they 
begin in well in advance of the actual layoff or closure.  Meaningful rapid response requires a number of 
program linkages with national and local agencies to implement basic readjustment services for dislocated 
workers.  



A 
gu

id
e 

to
 w

or
ke

r d
isp

la
ce

m
en

t -
 C

ha
pt

er
  3

38

3.1.3 The IA specialist and rapid response 
 
Experience also demonstrates that effective rapid response and broad-based efforts to implement programs 
and services to workers displaced by mass layoffs and plant closures require the skills and leadership 
of skilled IA specialists.  Ideally, community or regional rapid response worker adjustment programs 
are implemented by trained, dedicated IA specialists who join together with other key people from the 
community or region to form a rapid response team.  Regardless of the reason for the dislocation, the rapid 
response IA specialist or team is responsible for providing early intervention planning assistance to help 
workers being displaced by mass layoffs or plant closures. 

The IA specialists need training to perform the basic assessment, planning and leadership functions to 
motivate others and to organize and operate a successful rapid response worker adjustment program as 
outlined in Chapter 4.  They can be located in the local or regional employment service offices, a suitable 
local or regional public agency, attached to another government agency (such as the mayor’s office, 
redevelopment agency, restructuring ministry or regional development agency), set up as a separate entity, 
or as part of a non-governmental organization (NGO).  

The primary objective of IA specialists is to function as organizers and facilitators.  They work with 
restructuring enterprise managers, worker representatives, and community leaders to assess the layoff 
situation and develop action plans to provide adjustment services and programs to transition large groups 
of workers to new employment as quickly as possible.  IA specialists are responsible for bringing together 
all the concerned partners to develop and maintain effective rapid response and worker adjustment 
capabilities in a timely and effective way.  To do so, IA specialists need to be knowledgeable about:

local, regional and national training and employment legislation, delivery systems and programsÆÆ
state-owned enterprises (e.g., in CEE countries)ÆÆ
private industryÆÆ
market trends and their relationship to potential layoffs and closuresÆÆ
labor markets and labor market institutionsÆÆ
national and local economic development activitiesÆÆ
labor-management relationsÆÆ
enterprise competitiveness issues and human resource development issues in businessÆÆ

 
The IA specialists must have high-energy levels, be self-motivated, well organized and have good 
communication and writing skills and good facilitation and negotiation skills.  They also need to be able 
to facilitate the organization and operation of reemployment assistance committees (RACs) or labor-
management adjustment teams (LMATs) to plan, organize and arrange for the timely delivery of services to 
dislocated workers. 

3.1.4 Building rapid response capacity 
 
Rapid response capacity is the ability of a community, with the help of an IA specialist, to undertake an 
initial needs assessment and information sharing with both employees and employers to help them 
obtain immediate access to all public programs that can help displaced workers obtain new jobs.  The 
rapid response concept guides a community’s initial response to an impending plant closure or mass layoff.  
Rapid response activities are typically authorized and funded by governments through special legislation 
or through appropriations made to local entities, such as the employment service or other suitable agency.  
In some Central and Eastern European countries, the resources for rapid response services have come from 
the government agencies responsible for privatizing state-owned enterprises.  

Rapid response assistance is generally a collaborative effort involving representatives from many 
organizations, including the local employment service, vocational training institutions, economic 
development, social services, and other appropriate agencies and non-governmental organizations.  
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3.1.5 Typical rapid response activities
 
When information is obtained or received about the likelihood of a mass layoff or plant closure, the rapid 
response activities of the IA specialist or rapid response team typically include:

Contacting the employer and employee representatives �� shortly after the notice or information is 
received (preferably 48 hours or less), to assess the situation, provide information about all available 
public programs and services and facilitate access to them.
Promoting the formation of a LMAT or RAC��  with management and worker representatives in the 
restructuring enterprise to organize and direct the worker assistance program.  The team or committee 
determines the types of assistance the workers at a specific site are likely to need and eligible for and 
helps them obtain them.
Developing a plan to access funds and active labor services for dislocated workers��  -- retraining services, 
needs-related payments, certificates of eligibility, contracting arrangements and customized worker 
assistance as eligibility permits.
Assessing the need for a worker assistance resource center (WARC)��  to provide on site access to 
specialized forms of assistance and services—outreach and intake, testing and counseling, individual 
service plans, labor market information, job development, job fairs, job search and placement services, 
job clubs, peer support programs, supportive services (including child care and financial counseling), 
and pre-layoff assistance programs.
Providing or obtaining appropriate financial and technical advice and liaison��  with economic 
development agencies to help the local community develop a coordinated response and access to 
public economic development assistance to preserve and create jobs.
Assessing the competitiveness of surviving enterprises in the community��  impacted by plant closures 
or downsizing and providing or obtaining appropriate financial and technical advice to help them cut 
costs, improve their productivity and preserve jobs.

 
The specific steps an IA specialist normally takes to implement a rapid response worker adjustment program 
are discussed in greater detail in Chapter 4.

 
3.2 Using rapid response worker adjustment programs in North America and 
Hungary
 
Impressive results have occurred when skilled IA specialists have organized rapid response worker 
adjustments using RACs or LMATs to help dislocated workers in North America (Canada and the United 
States) and Central and Eastern Europe countries transitioning from command to market economies.  

The early 1980s pilot rapid response worker adjustment programs organized by IA specialists and using 
RACs or LMATs in the United States were so successful that the U.S. Congress passed legislation in 1988 
to make them the cornerstone of the American system to ameliorate the impacts of mass layoffs and 
displacement on workers and communities.  Since that time every state and many local government units in 
the United States have established dislocated worker units and trained IA specialists to provide leadership 
and technical assistance to employers faced with possible layoffs.  

During the mid-1990s the use of IA specialists, rapid response and RAC techniques to deal with mass layoffs 
and plant closures in North America were adapted to deal with layoffs resulting from economic restructuring 
situations in six Central and Eastern European countries.  Example 3.1 summarizes the successful Rapid 
Response Project in Hungary, the first country in the CEE region to use this methodology.  (Example 4.1 in 
Chapter 4 summarizes the results of implementing a community economic renewal component as part of 
the Rapid Response Project in Hungary.)
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Example 3.1
Hungary: Using rapid response and RACs to help dislocated workers find new jobs

A pilot project using the rapid response approach and labor-management RAC process was begun 
in Hungary in 1994 to help workers displaced by mass layoffs and plant shutdowns in five locations.  
The initial success led to the expansion of the program nationwide.  Each county labor center (the 
local employment service) appointed a person to serve as an IA specialist in that county.  The IA 
specialist was taught how to implement the rapid response worker adjustment component and 
received technical assistance and leadership training to set up RACs in restructuring enterprises 
that were displacing workers.  During the next five years, the Hungarian IA specialists established 
some 60 RACs to help nearly 5,000 dislocated workers find new jobs. 
 
Use of IA specialists 
 
A small cadre of IA specialists located in a county labor center was responsible for responding 
rapidly to layoffs and plant shutdowns caused by economic restructuring and privatization.   
They did so by organizing adjustment teams or RACs comprised of labor and management 
representatives at each site to help dislocated workers transition to new jobs and reduce the length 
and severity of unemployment.  The RACs assessed workers’ needs, developed a strategy and 
worker adjustment plan, and mobilized community and other service providers to deliver the 
needed services.    
 
Importance of Rapid Response and pre-layoff services   
 
The main idea behind the rapid response worker adjustment is that early intervention is a key to 
preventing long-term unemployment.  Experience in the United States and other countries has 
shown that workers facing layoffs are more inclined to take advantage of services before they lose 
their jobs than after they become unemployed.  As a result, the workers need access to support and 
counseling before they drop out of the labor force.  Experience shows that the longer workers are 
unemployed, the harder it is for them to get new jobs and their chances of joining the ranks of the 
long-term unemployed. increase.  Effective pre-layoff services provide workers with the needed 
support in a timely fashion. 
 
In Hungary, as in other countries, there is often a gap between the time workers receive notice of 
layoff and when they become eligible to register as unemployed.  A primary goal of rapid response 
worker adjustment is effective and intensive action during this crucial period.  
 
Reemployment Assistance Committees (RACs) 
 
The management and worker-directed RAC approach is one of the most successful and cost-
effective techniques in the United States and other countries to organize and deliver assistance to 
dislocated workers.  The Hungary Rapid Response Project adopted this approach because of its 
flexibility, its proven success in other countries, and a developing emphasis in Hungarian legislation 
and initiation of tripartite (labor, management and government) cooperation. 
 
Starting the worker adjustment program in Hungary 
 
To introduce rapid response and RACs in Hungary in late 1994, the USDOL Rapid Response 
Project, in cooperation with the Ministry of Labor and National Labor Center, trained 30 directors 
and staff from the County Labor Centers (CLCs) in four pilot counties to function as IA specialists 
during a one week workshop.  (In Hungary, they were first called layoff coordinators and later 
Regional Employment Counselors).  Subsequently, the CLC coordinators begin organizing RACs 
in the four pilot regions under the direction and leadership of the Rapid Response Project manager, 
an experienced Rapid Response expert.   
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In March 1995, even before the first RAC projects were completed, the NLC was so impressed 
that it requested that all CLCs in Hungary receive the rapid response training and that the project 
coverage be expanded nationwide. 
 
Outcomes 
 
During the ensuing four-years, the CLC IA specialists helped with 60 enterprise layoffs (including 
heavy and light industry, public administration and the army) that dislocated 10,578 workers.  Of 
those workers, 8,115, 77 percent of them, participated in the RAC programs.  At the 60 sites, the 
RACs helped 3,551 dislocated workers, 49 percent of the 7,256 active job seekers, to find new jobs.  
 
The most important outcome of the Hungary rapid response worker adjustment program using 
RACs was a dramatic reduction in the time it took workers to find new jobs.  Project statistics 
show that RACs cut in half the time it took workers to find new jobs--from 265 days to 130.  This 
reduction provided considerable financial savings to the government for UI payments and other 
social services.  
 
A customer satisfaction survey administered to a sample of RAC participants found that 73 percent 
of those finding new jobs credited the RAC with helping them, 97 percent said they would use 
RAC services again, and 97 percent said they would recommend RAC services to other workers in 
similar situations. 
 
The rapid response project’s layoff experience has confirmed many of the lessons observed in 
other countries.  Among the most important is that early intervention is important when dealing 
with layoffs.  CLC staff were surprised to learn that dislocated workers are easier to assist while 
they are still employed or in their notice period than after they have been unemployed for several 
months.  The project’s quantitative data has demonstrated that it can take substantially less time for 
dislocated workers to find new jobs when they have access to early intervention services, especially 
when delivered on site.   
 
Even in high unemployment areas, the project found that an active RAC with on-site services could 
uncover job leads.  In one area with a 30 percent unemployment rate, the CLC branch office had an 
average listing of one job per 100 job seekers.  A local RAC was able to draw aggressively on area 
contacts and staff a well-equipped on-site Transition Center.  The committee achieved a 60 percent 
placement rate for the active job seekers dislocated from the enterprise. 
 
The project found that several factors affect working with layoffs in an economy in transition.  
When the project began, unemployment was still a relatively new phenomenon for Hungary.  There 
was little cultural understanding of coping with bouts of joblessness and often a reluctance to think 
in terms of transferable skills or occupational change.  The RACs helped to empower workers to 
help themselves while many people expected a government solution.  Several RAC members said 
they believed their efforts highlighted new realities. 
 
Gary B. Hansen, Results of the Hungary Rapid Response Project, 1994-1999, USDOL, 2000
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3.3 Assess your community’s rapid response worker adjustment and economic 
renewal needs and capacity 

Communities seeking to help dislocated workers and renew their economy in the face of economic 
restructuring should have or should develop the institutional capacity and industrial adjustment expertise 
to: 

utilize early warning mechanismsa)	  to identify in advance the nature and size of potential layoffs or 
closures; 
respond rapidlyb)	  to assess needs and plan dislocated worker services for affected employers and 
workers  
provide the training and technical assistancec)	  enterprise managers and worker representatives need 
to plan, organize and deliver adjustment services to dislocated workers and their families; 
mobilize community’s resourcesd)	  to provide the support and other services dislocated workers and 
their families need; and 
take other economic renewal stepse)	  to strengthen existing firms and attract new firms and jobs to the 
impacted community and region.  

ACTION MODULE: Community worker adjustment needs and rapid response readiness checklist

Community leaders should assess the capacity and state of readiness of their community to address worker 
dislocation events in an effective and timely way.  Such an assessment should include a careful review of the 
following items:

1. Determine your community’s and area’s potential need for and capacity to deliver rapid response ��
worker adjustment services.  

Are worker displacements (mass layoffs, downsizings, plant closures) a problem in your ÂÂ
community?
How are these problems currently handled?  Do you have a designated person or unit in some agency ÂÂ
of government (e.g., the employment service) that deals with displaced worker problems?  If so, how 
effectively are the needs of displaced workers being met?
Is worker displacement likely to be a continuing problem in the future?ÂÂ
Is your community large enough and are enough employers facing potential layoff problems to ÂÂ
justify having a full-time or part-time IA specialist? Should the IA specialist (or such a person) and the 
rapid response team be located at a regional or other level of government?
What is the nature and extent of your social safety net? ÂÂ
What is the level and quality of social dialogue in your community?ÂÂ

2. Determine whether an effective early warning network exists in your area.  �� Can you obtain accurate, 
up-to-date information about the health (viability) and prospects of enterprises in your community or 
region?  If not, what do you need to do to establish a network or capacity to obtain this information in a 
timely manner? 

3. Determine the type, quantity and quality of resources, institutional capacity and expertise available��  
(if any) under existing employment legislation, or other legislation, to address the impacts of worker 
dislocation in your community or region.

Does your nation have any legislation that specifically outlines a framework to address plant closures ÂÂ
and worker dislocation problems at the community and regional level?  Where does the responsibility 
for administering this function reside?  If specialized legislation or provisions to deal with dislocated 
workers are lacking, how are dislocated workers helped? 
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If specialized dislocated worker provisions exist, does the dislocated worker component have ÂÂ
legislative or administrative provisions to develop and operate an early warning and rapid response 
capacity at the regional or local levels?
Are any resources and staff available from the national or local level to help communities organize ÂÂ
and pay for rapid response activities and services?

4. Determine the rapid response role and responsibilities of the local government and other public ��
agencies and labor market institutions with local offices (e.g., labor market intermediaries such as the 
job service, education and training institutions, social service agencies, etc.) to organize, house and 
operate an effective dislocated worker adjustment program.

Does your community have the resources to organize and operate a rapid response dislocated ÂÂ
worker adjustment program?  If not, does it see the need? Does it want to develop such capacity?  
Where should the leadership and staff for this activity be located?  
What kind of training would existing or new staff need to function as IA specialists? ÂÂ
Does your community have an employment service or labor office?  Does it have a skilled, trained ÂÂ
staff and sufficient resources to provide the basic levels of labor market service—job search, job 
development, vocational testing and counseling services—to unemployed workers?  Does it have 
the capacity to effectively participate as the lead agency (or a partner) in providing rapid response 
and other specialized services to dislocated workers?  
Does your community have adequate vocational training and educational institutions to serve as ÂÂ
effective partners and provide suitable retraining services to dislocated workers?  If so, does it have 
the resources and skilled staff to do so?  If not, how could such services be obtained?    
Are social service agencies available and equipped to provide assistance and services to dislocated ÂÂ
workers and their families?

5. Provide resources and space to house the rapid response unit and function �� and arrange for IA 
specialists. 

How will the rapid response capacity in your community be financed, housed and organized?  How ÂÂ
will its services be made available to restructuring employers and dislocated workers?
If it is decided that an IA specialist is needed, how will that person be recruited, trained and ÂÂ
paid?  Where will that person and the rapid response function be housed--e.g., job service, city 
government office, local economic development agency, NGO?  

6. Establish linkages with other agencies and organizations��  (including employer associations, trade 
unions and NGOs) that need to be actively involved in providing dislocated worker services and 
identify potential roles for each agency or organization.  As noted previously, rapid response worker 
adjustment is a collaborative effort. 

What other partners should be invited to participate in the rapid response worker adjustment ÂÂ
program?  Will they be supportive and active in developing such a program?  
What kind of linkages can be established and organizational arrangements made to mobilize the ÂÂ
members of the rapid response team and get them to work together for the best interests of the 
dislocated workers?

7. Identify potential roles for businesses in the rapid response��  dislocated worker adjustment

8. Identify potential roles for trade unions in the rapid response��  dislocated worker adjustment

9. Provide a suitable organizational framework and obtain resources to finance the work of the IA ��
specialist and the pre-layoff rapid response activities for about-to-be-dislocated workers
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10. Identify all available resources to provide or finance the delivery of post-layoff dislocated worker ��
services

11. Determine the status of your community economic renewal (CER) efforts �� and the effectiveness of 
current economic development assessment and planning activities.

Has your community undertaken any substantive economic renewal assessment and planning ÂÂ
activities recently?  If so, what have been the results of those efforts?  Does your community have 
a viable, active economic development program?  Has it been effective in strengthening your 
community’s economy?  Has it saved any enterprises and jobs?  If not, why not?
Does your community rapid response worker adjustment program need a more effective economic ÂÂ
renewal component to preserve and create jobs? 
How can the CER activities currently underway be coordinated with other elements of the rapid ÂÂ
response worker adjustment program?

 
Once community leaders answer the questions in this checklist, and other questions they might add, they 
should have a good idea of what, if any, steps they need to take to improve their community’s rapid response 
capacity and readiness to deal with mass layoffs and plant closure, or whether they should have additional 
discussions before trying to implement a rapid response worker adjustment program in their community.  

 
3.4 Select and train a community IA specialist and establish a rapid response team
 
If your community lacks a rapid response worker adjustment capacity, and needs or wants one (or has 
a lower level of readiness than is desirable), it can take steps to improve or create this capacity.  Years of 
experience have demonstrated that the implementation of a successful rapid response worker adjustment 
program requires an IA specialist or someone with the requisite industrial adjustment knowledge and 
expertise to provide leadership to the effort.  It also requires other people and agencies in the community 
to serve on the rapid response team and help out as needed.  

Normally an IA specialist implements a rapid response effort in a community or region experiencing 
mass layoffs or plant closing.  (In some instances, a small task force or rapid response team led by an IA 
specialist can implement it.)  The community rapid response team or task force is typically made up of the 
social partners—employer representatives, worker representatives, and community leaders (i.e., leaders 
representing community government, employment service or labor office, vocational training, social 
service agencies, NGOs).  

Chapter 4 outlines the steps and actions IA specialists take to help employer and worker representatives 
in a restructuring enterprise organize RACs or LMATs at the enterprise level to plan and obtain adjustment 
services for employees faced with being permanently displaced in a community or area.  Chapter 5 
explains how to organize and operate a worker assistance resource center.  Chapter 6 identifies some 
tools communities undergoing enterprise restructuring and worker displacement can use to implement a 
community-wide economic assessment and planning effort to preserve and create jobs for the displaced 
workers.  
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Chapter 4 
4. Steps IA Specialists take to set 
up worker adjustment programs and 
organize reemployment assistance 
committees to help displaced workers 
obtain services and find jobs 

As discussed in Chapter 3, the primary objective of the IA specialists is to work with restructuring enterprise 
managers, worker representatives, and community leaders to assess the situation and facilitate the delivery 
of adjustment services to transition large groups of workers to new employment as quickly as possible.  One 
of the important tools used by the IA specialists to organize and facilitate this process is the reemployment 
assistance committee (RAC).

4.1 Role and functions of the reemployment assistance committee (RAC) in 
worker adjustment programs
 
Before listing the specific actions an IA specialist can take to set up a dislocated worker assistance program 
in an enterprise or community, it is useful to review the central role and functions of a RAC.  A RAC or labor-
management adjustment team (LMAT) is an ad hoc group of workers and managers from the restructuring 
enterprise who plan, organize, implement or obtain the necessary adjustment services to help displaced 
workers quickly find new, productive jobs.  A RAC or LMAT can be implemented in plants with or without a 
union and carries out the worker assistance program.  

The IA specialist:

works with enterprise managers and worker representatives to organize the RAC or LMAT;•	
provides the necessary training and technical assistance to get the RAC or LMAT started;  •	
monitors the work of the RAC or LMAT the entire time it assists displaced workers; and•	
activates social partners to implement rapid response programs in communities undergoing •	
economic restructurings that could result in substantial worker displacement.

 
The RAC or LMAT approach to help dislocated workers can be implemented through:

the joint efforts of labor and management representatives in a plant facing a major layoff or •	
closure;  
(in the U.S.) a state or local IA specialist or DWU rapid response specialist or IA specialist;  •	
(in Canada) an officer of the Canadian Industrial Adjustment Service;•	
(in Hungary) a county labor center employment counselor; or •	
another public agency concerned with workers and jobs, such as economic development, •	
employment service, or regional planning.



A 
gu

id
e 

to
 w

or
ke

r d
isp

la
ce

m
en

t -
 C

ha
pt

er
  4

46

Keys to a successful RAC or LMAT process to assist dislocated workers include: (1) an employer who is willing 
to provide assistance to the displaced workers and to support the RAC; (2) a small group of competent 
employer and worker representatives who are willing to serve on the RAC or LMAT; and (3) a qualified, 
trained person in the community or region who is (or can function as) an IA specialist and provide ongoing 
guidance and technical assistance to the employers and worker representatives desirous of using the RAC 
or LMAT process.

 
4.2 Steps IA specialists take to start and manage a worker adjustment program 
in a community

ACTION MODULE: Steps to start a rapid response worker adjustment program

A number of steps and actions are required to activate rapid response efforts for restructuring enterprises 
in a community or region:  As noted above, they are normally taken by a trained Industrial Adjustment 
Specialist working for the employment service or labor office, or someone else in the community who is 
capable of functioning in this capacity.  This individual provides leadership to help the community organize 
and carry out the following steps:

Step 1: Establish an early warning network and continually assess enterprises and industries 
subject to economic restructuring and downsizing 
 
Successful worker assistance programs require an effective early warning network and accurate information 
about what is happening to businesses in the community or region.  Therefore, the IA specialist or community 
leaders should:

establish an early warning network•	  or system to obtain accurate and up-to-date information about 
enterprises in the community or region;  
use all available contacts and information to •	 identify enterprises or industries in the region in danger 
of layoffs or restructuring; and
closely monitor such enterprises and industries•	  to determine: (1) when to make direct contact with 
them to discuss their situation, and (2) whether rapid response should be activated.

Tips on using an early warning network 

Verify expected job losses.  Verify every rumor or unofficial word that a layoff or plant closure is likely.  Rapid 
response specialists can turn to a number of sources for information about what may be happening: 

newspapers,•	
chambers of commerce and industry,•	
local unemployment benefits and employment service offices,•	
local government officials, and •	 local union and employer association officials. 

To verify job losses, check out:

the accuracy of the information,•	
the dates of the layoff or closure,•	
the number of workers affected, •	
the key people, including managers and union or other employee leaders, and•	
persons to contact about forming an RAC •	
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Re-evaluate resources.  Because overall resources can vary from time to time, each closing or mass layoff 
should spark a reevaluation of available local resources.  This reevaluation should take into account the 
amount of time before the layoff and the resources the affected parties could contribute to a reemployment 
assistance effort. 

Evaluate the labor-management environment. RACs are more readily accepted where labor and 
management have a history of cooperation and mutual respect.  Therefore, before developing an approach 
to introduce a RAC in a layoff situation, the rapid response IA specialist should learn:

if the organization is involved in collective bargaining negotiations;•	
if there is a union, is the relationship between the union and management cooperative or hostile; •	
and
if there is no union, has an established employee organization worked cooperatively with the •	
management?

 
Assess the company culture.  Recognize that organizations have both an informal and a formal culture that 
governs the way the organization really works.  The informal culture includes  the standards, beliefs, and 
relationships outside the official organizational structure. 

Before making an onsite visit, the rapid response IA specialist needs to know:

who the key officials in the organization are, what they know about labor-management relations, •	
and their basic attitudes about them;
what the key officials believe the employer’s and union’s responsibilities are regarding employee •	
outplacement;
who the real, official and unofficial, opinion leaders in the organization are;•	
the best way to sell the RAC idea in that particular environment;•	
pitfalls to avoid when trying to sell the RAC idea to the organization; •	
and
key people in the organization who should be involved in selling the RAC concept.•	

 
Step 2: Initiate direct contact with the restructuring employer and arrange to meet with them 
concerning the impending restructuring or closure
 
The rapid response IA specialist should:

contact the management and unions (or worker representatives if no union exists) faced with •	
downsizing or closure and request a meeting to discuss the need for a worker assistance program.  
If an on-site plant meeting is not acceptable to the employer, the IA specialist should make other 
arrangements for a community meeting.
contact community leaders and alert them to the potential worker dislocation and its impacts.•	
conduct a separate on-site meeting with the employer and employee representative before •	
conducting a joint meeting.  
explain the available worker assistance services and procedures to access them.  Also explain the •	
RAC concept to the employer and worker representatives and promote its use.
Obtain the employer’s agreement to work with the IA specialist, public agencies and community •	
groups to address worker adjustment problems and provide needed services.  If the RAC concept 
is agreed to, the IA specialist should help find a suitable chairperson and offer group effectiveness 
training to get the committee started.  If the RAC approach is not agreed to, the IA specialist should 
consider forming a community task force or RAC and begin establishing linkages with appropriate 
agencies and community leaders.  
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Tips on making the initial presentation. 

In preparing the presentation, the rapid response IA specialist must be sensitive to the pressures on both 
the managers and the workers facing dislocation, especially while the firm continues to produce goods and 
fill orders.  When meeting with employer and employee representatives, the rapid response IA specialist can 
stress the benefits of the RAC worker assistance program for both the management and the employees.  

The RAC can help reduce administrative burdens.•	   Organizations may not have sufficient staff to 
handle dislocation while maintaining production. The RAC can assume the administrative and 
management functions associated with retraining and outplacement.
The RAC can help maintain productivity and product quality.•	   Maintaining productivity and quality 
benefits both the management and the workers.  Because the RAC represents the company’s 
commitment to the workers, it can help sustain morale, reduce absenteeism, minimize employee 
errors, and reduce deliberate acts of sabotage.  It also can serve as a communication and rumor 
control forum and address employee concerns directly to maintain productivity and quality.
The RAC can help preserve the image of the company and the union.•	  A cooperative employer-
employee response tailored to workers’ needs projects a positive image of both the company and 
the union.  It also helps to retain and attract employees during operations.
The RAC can help reduce workers’ compensation claims.•	   Maintaining worker morale reduces the 
incidence of on-the-job accidents that, in turn, reduce worker compensation and other health 
related claims.

 
Step 3: Make a preliminary assessment of the size and complexity of the potential  worker 
displacement
 
IA specialists are responsible for assessing the nature, extent and impact of the restructuring on the workers 
and their communities.  They must:

review the personnel policies of the enterprise;•	
inventory the entire work force--wage levels, education, age, experience;•	
analyze the composition of the work force; •	
review the labor regulations or special arrangements governing severance pay, retraining, transfers, •	
retirement;
review the collective bargaining agreements if any exist;•	
estimate optimum workforce numbers if the enterprise is being downsized rather than closed;•	
determine the size of the layoff and the number of workers likely to need services; •	
determine if the remaining workers and the enterprise (if it is being downsized rather than closed) •	
will need access to enterprise competitiveness services; and
assess the appropriateness of the enterprise adjustment strategies or policies the employer intends •	
to use to carry out the closure or downsizing.

Step 4: Assess the ability of those affected to cope with the anticipated change
 
IA specialists need to assess the nature and magnitude of the problems the workers and employer face and 
their capacity and that of other community groups to provide the necessary assistance.  To do so, the IA 
specialists must know:

the environment where the specific restructuring is taking place, including the local labor market •	
situation and the state of the economy;
the coping strategies, such as farming, trade, self-employment, commuting;•	
the capacity of the local Employment Service or Labor Office to assist dislocated workers;•	
the institutional, NGO, or other community based capacity to help the workers--retraining, vocational •	
counseling, job search, job development, financial help, peer counseling;.
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the community leaders involved, the roles they play and their degree of willingness to participate in  •	
the adjustment process;
the degree of willingness and capacity of the employer and trade unions to become actively involved •	
in facilitating the adjustment process, and their degree of willingness to establish and support a 
RAC; and
whether to establish a worker assistance resource center (WARC) or transition center on-site or •	
elsewhere to provide services to the dislocated workers. 

 
Step 5: Set up a mechanism to manage the worker adjustment program
 
The IA specialist is responsible for establishing an effective ad hoc mechanism, usually a RAC or LMAT, to 
organize and manage the worker adjustment program and deliver the needed services to workers and their 
families.  The IA specialist must:

develop institutional arrangements to link restructuring policies with local action;•	
identify all key players or stakeholders who should be informed or involved in the adjustment •	
process and enlist their support and participation; 
sign an agreement to establish the RAC or LMAT.  If the enterprise managers and worker representatives •	
agree to the formation of an ad hoc RAC in the enterprise, an agreement spelling out who will provide 
the needed facilities, services, staff, etc., needs to be signed by representatives of the company, the 
union and the IA specialist, representing the community or other agency employing the IA specialist.  
If the parties do not agree to establish a RAC, the IA specialist may take a leadership role to help the 
community leaders plan and organize a community task force or RAC and coordinate the delivery 
of services and assistance to affected workers.  If so, the IA Specialist drafts an agreement with the 
community group to establish roles, services and facilities to address the dislocation; and  
provide training and technical assistance to the company-sponsored RAC or community group so •	
they can effectively carry out steps 6 and 7.  (Additional information to help provide training to RACs 
can be found in: Skills Training for Labor-Management Adjustment Committees and Guidebook for 
Labor-Management Committee Members and third party Neutral Chairpersons)

 

Tips for gaining an agreement to create a RAC.

At the initial meeting, management and labor representatives should enter into a simple written agreement 
that sets forth the duties and responsibilities of the RAC as well as those of the employer, employee 
representatives, and rapid response IA Specialist to the RAC mission.  The purpose is to establish a climate of 
understanding, trust, and consensus.  A speedy decision is particularly critical when the lead time is short.

Financial support.  •	 The agreement should establish the mix and level of financial support for the RAC 
by the parties and the government unit represented by the IA Specialist.  The amount is determined 
in large part by decisions about whether the committee chair and members are to be paid and the 
scope of their duties.  Some agreements also spell out other resources (such as equipment, facilities, 
and staff) that the employer, employee representatives and rapid response unit will make available 
to the RAC.

Status of the RAC. •	 The agreement should indicate that the committee represents both labor and 
management. To underscore the RAC’s independence from conflicting pressures, the agreement 
should state unequivocally that the RAC does not participate in nor is it subject to collective 
bargaining.  The RAC ceases operations during any collective bargaining sessions. 

Neutral chair. •	 To avoid the possibility of a conflict of interest, or the appearance of it, the agreement 
should specify that the chair is not to be affiliated with any service provider, such as the employment 
service, vocational training department, etc. 
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The most effective way to preserve the RAC’s independence and ensure impartiality during meetings 
has proven to be a neutral chairperson.  This neutral role is especially helpful if the labor-management 
relationship is unpleasant or workers and management distrust each other. However, in some instances, 
co-chairs, one from labor and one from management, have expedited consensus and helped to guarantee 
impartiality.  Co-chairs work well when the parties have a cooperative labor-management relationship.

Tips about how to organize the RAC and train its members

Once an agreement is reached to form a RAC, the IA specialist, in consultation with management and 
worker representatives, begins organizing the committee.  The first decisions to be made are: 

the size, membership, structure and orientation of the committee; •	
specific objectives; and •	
the selection of the chairperson.•	

 
Determine committee size and membership.  Two principles guide the size and selection of the RAC 
membership.  First, the committee should represent all shifts and employee organizations. Second, any 
imbalance in membership should favor employee representation.

A typical RAC has three members—a representative from management, a representative from labor, and 
one neutral chairperson.  Ex officio status is usually accorded to a representative from the administrative 
entity that provides the rapid response IA specialist and the local branch of the employment service or 
labor office.

Select members.  The rapid response IA specialist can draw on the experience of other RACs to advise the 
committee on the best people for RAC service.  The fact that the RAC members are employed at the affected 
work site and are scheduled for layoff contributes to their effectiveness. 

Both labor and management select their own representatives.  Note: The presence of high-ranking 
company or union officials on the committee may interfere with the equality and openness necessary for 
the committee to succeed.  Alternates should be selected to replace committee members who leave. 

The IA specialist (an ex officio member of the committee) serves as a staff support person and technical 
resource and, as such, attends all meetings.

Orient and train committee members.  Orienting the RAC members to their tasks can take many forms--
from delivering basic information about RAC responsibilities to providing group dynamics and committee 
effectiveness training.  The nature and extent of the orientation depends on the RAC members’ experience 
and the time available to both the committee members and the rapid response IA specialist.  The RAC 
orientation should include:

Basics. •	 Committee members should understand the essential purpose of their work, the tasks to be 
performed, the support available from the rapid response IA specialist, and the local training and 
employment system components that can be used.

Specific objectives.•	  Although the RAC has a broadly defined mission and the labor-management 
agreement sets some goals, committee members should further refine their mandate by setting 
objectives for their particular situation.  Setting objectives helps the committee members better 
understand their work, gives them ownership of the worker adjustment process being launched, 
and starts team building.
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Committee Structure.•	  Developing worker adjustment procedures, staying in touch with the workers, 
and helping them find new jobs are time-consuming activities, especially when the RAC members 
are also in the throes of job dislocation.  During their orientation, the members decide how to carry 
out their work given all the demands on their time. 

Qualifications for the chairperson.•	  During their orientation, the RAC members develop a set of 
criteria for selecting the chairperson and the qualifications they would like that person to bring to 
the job.

Chair qualifications include proven business acumen, organizational, interpersonal, and facilitating skills 
and the ability to work in a climate requiring consensus decisions.  Because many RAC members may be 
new to group decision-making, the chairperson needs to be skilled at including everyone in discussions 
and deliberations.  Familiarity with local employers and labor markets is highly desirable, and a willingness 
to see the committee through to the completion of its mission is also important.

The chair conducts the RAC meetings, provides leadership, serves as chief RAC spokesperson, and oversees 
the business of the RAC.  The chair is also responsible for approving all expenditures, including payments to 
contractors, and reports all payments to the full committee.  Meetings are held as often as needed, and the 
chair, in consultation with the committee members, sets each meeting agenda and organizes the meeting 
in response to the level of job readjustment activity taking place.  

Select the neutral chairperson.  The next order of committee business is selecting the neutral chairperson.  
Numerous sources can be drawn upon, including RAC members, the IA specialist, the local employment 
service, business organizations, chambers of commerce, local chapters of professional and trade associations, 
and retired trade union officials.

Sometimes the rapid response IA specialist helps with advertising, applicant screening, and compiling a 
list of possible candidates for the RAC.  This system is used primarily in regions and local areas where the 
agency providing the rapid response IA specialist pays the chairperson and, therefore, requires compliance 
with procurement and personnel policies.

Develop an operating plan.  The RAC should develop an operating plan for the entire worker assistance 
effort. A minimum plan should include:

methods for assessing individual needs (e.g., through a survey) and providing personal counseling;•	
services to be provided by service providers;•	
services to be received pro bono;•	
services to be provided by the RAC;•	
location of services; and•	
methods for tracking worker progress and contractor performance.•	

 
Step 6: Provide technical assistance to the RAC to survey workers to determine the most 
vulnerable employees and their needs
 
The IA specialist provides technical assistance to help the enterprise RACs or a community task force:

develop a set of questions to gain information on the basic demographic characteristics of the •	
workforce, their training and other needs, and the services they will need to transition to new 
employment;
decide how to carry out the survey;•	
conduct the survey; •	
review and analyze the surveys; and  •	
compile the data in a useful format.•	
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Step 7: Provide technical assistance to the RAC as it develops and implements an action plan
 
The rapid response IA specialist serves as a liaison with education and training institutions and public 
employment offices, encourages RAC linkages to ongoing services in the community, and provides technical 
assistance to help the RAC or community task force as they:

develop an action plan to provide adjustment services to workers and their families;•	
establish a data base;•	
establish good communications links to workers and the local media;•	
organize individual and group presentations to provide workers with information about adjustment •	
issues and concerns;.
plan and staff an effective WARC or transition center at the enterprise or in a nearby community •	
facility.  (See Chapter 5 for additional information about establishing a WARC or transition center and 
the functions it can perform.)
set up a peer support program if appropriate (for additional information on how to do this see: Peer •	
Support Programs: What they are and how to start one);
analyze the local labor market conditions;•	
develop job leads for workers;•	
conduct job fairs;•	
establish job clubs;•	
organize, arrange or contract for and coordinate the delivery of worker services and other adjustment •	
measures—early intervention services, basic readjustment services, retraining services, community 
services including mental health, family and financial counseling; and
track the dislocated workers over time to determine their success in finding new employment or •	
their need for additional services.

 
Step 8: Monitor progress and results, and assess the relevance of the strategies used
 
Rapid response IA specialists monitor the progress and success of the RAC or community task force to see 
whether the workers’ needs are being met in a timely and cost-effective way.  The IA specialist provides 
leadership to:

establish performance measures to monitor the impact on the workers to ensure that the action •	
plan produces the anticipated results;
measure the financial effectiveness of the services provided by the service deliverers;•	
assess the relevance of various employer and community strategies to avert or cushion the layoff or •	
closure, such as those involving economic development or ownership transfers; and
continually assess the need for additional public resources and to take appropriate action to access •	
such resources when indicated.
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Chapter 5 
5. Set up a worker assistance resource 
center (WARC) to provide services to 
displaced workers

Experience in a number of countries has demonstrated that specialized worker assistance resource 
centers (WARCs) are an important component of successful rapid response dislocated worker programs 
for restructuring enterprises—particularly when a substantial number of workers are being displaced.  As 
noted in the previous chapter, once a reemployment assistance committee (RAC) is organized, one of its 
primary tasks is to develop a WARC to provide services and support to workers dislocated as a result of a 
mass layoffs or plant closures.  The IA specialist assists the RAC to develop the WARC.

 
5.1 Role of the IA specialist and the RAC in setting up a WARC
 
The early planning stage is designed to help the RAC members, local enterprise managers and worker 
representatives not only understand what a WARC is but create in them a sense of joint “ownership” of the 
center.  

The IA specialist holds meetings with the RAC and/or company and union representatives to:

explain what a WARC is and how it operates as part of the rapid response worker adjustment ��
program;

explore the costs involved in starting a WARC, the staff required, and the contributions the enterprise ��
and the union make;

spell out the resources that public sources can provide;��

identify available community and agency support for the WARC;��

discuss the roles of various agencies for service delivery and program operations; and  ��

help the RAC develop funding proposals and other actions to initiate the operation of a WARC. ��

 
Subsequent meetings are held by the rapid response IA specialist and the RAC with representatives of the 
local agencies—job service, vocational training, social service agencies—to identify the services they can 
provide to workers at or through the WARC.  
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Basic responsibilities of the RAC regarding the establishment and operation of a WARC include:

hiring or appointing a director and staff;��

promoting the WARC and encouraging worker participation;��

designing and implementing worker orientation sessions;��

planning WARC services—outreach, intake and enrollment, job development, job search workshops, ��
job clubs, job fairs, individual assessment and counseling, social support networks, and peer support;

developing a communications strategy and program to inform the constituencies and community ��
about the work of the dislocated worker assistance program and WARC; 

developing brochures and other materials that explain the services of the WARC; and��

establishing financial, administrative, and client tracking operations.��

The rapid response IA specialist, in cooperation with the RAC and other members of the community rapid 
response team (if one exists), provides or arranges for training and technical assistance to the WARC staff 
during the start-up stage and monitors the operation of the center until it ceases operations.

 
5.2 Layout and functions of WARCs 1

 
WARCs have been an essential component of successful dislocated worker programs in the United States 
for over 30 years and have been used successfully in Central and Eastern Europe. They are designed to 
deliver tailored services and support to dislocated workers in a cost-effective and timely manner.  

Physical Facilities.  The WARC may occupy one room or a whole building.  It may be located at the work 
site, in a nearby union hall, or some other suitable location.  When possible, it is created and operated under 
the direction of a RAC.  However, it can be established as part of a larger consortium of services organized 
under the aegis of a Job Service Office or another community task force or group.  

Regardless of how the WARC is organized, it is a supportive place where displaced workers can get the 
information and services they need to transition to new jobs.  Plus it serves as a bridge to other community 
services as well as a place where the workers can visit or just get a cup of tea or coffee and a friendly smile. 

Location. The WARC should be located on-site or at a location convenient for the workers. Ideally, it should 
have a resource room large enough to hold support groups or job club meetings as well as a place where 
workers can talk privately.  

1  Most of the material in this section has been adapted from Chapter 5 of Serving Workers in Transition: A Guide for Peer Support, prepared for the AFL-CIO  
HRDI by Lee Schore and Jerry Atkin
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WARC requirements

Equipment 
 
Large tables and chairs 
File cabinets 
Telephones 
Voice mail or an answering machine 
Computers and printers	 
Photocopy machine 
VCR 
Bookshelves 
Easel or chalk board 

Bulletin boards 
Desks 
Office supplies 
Coffee pot

When Possible 
E-mail 
Fax 
Videotape equipment for interview practice.	
			 

Materials

Job search 
File folders with pockets for each worker 
Bulletin board or notebook of job listings 
Bulletin board or notebook of job leads 
Listings of major employers in the area 
City newspapers within a 50-mile radius 
Magazines 
Books on resume writing, job search, etc. 
Job search videos 
Phone books and yellow pages for region 
Where appropriate: notebook on benefits, layoff 
schedule, recall status, seniority lists, etc. 
				     
Training and education resources	  
Community college catalogs 
Brochures on approved training programs 
Vocational training center course listings 

University catalogs 
Info on brush-up and tech prep courses 
Lists of ESL classes 
Books about using a computer

Community resources 
Information on: 
Trade Union Community Services 
United Way agency 
Community-based agencies 
Food banks 
Low-fee lawyers 
Housing referrals 
Financial planning services 
Community medical services 
Family counseling services

 
5.3 Worker adjustment services and the WARC
 
Workers transitioning from a closing or downsizing enterprise typically need and benefit from some or all 
of the following pre- and post-layoff services:

Pre-layoff
peer counseling and support;��
information sharing; and��
delivery of other services.��

 
Post-layoff

outreach;��
assessment and planning;��
budgeting;��
job development;��
job search;��
job clubs or networking;��
vocational testing and counseling;��
referral to training;��
social support networks; ��
referral to social, financial, and health services; ��
and
relocation assistance.��
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Ideally, most or all of these activities and services take place or are provided at a WARC located on-site or 
at a location convenient for the workers.  Furthermore, the WARC should remain open until most of the 
workers obtain reemployment, enter training or no longer need help.

5.3.1 Pre-layoff services
 
Many rapid response worker assistance programs establish WARCs and offer pre-layoff services at the 
workplace before workers lose their jobs.  Pre-layoff services help the workers make a smoother transition 
to post-layoff services, new employment or further training.  

Peer counseling and support(1)	

Peer counseling and support are a very important part of the adjustment services the WARC provides to 
dislocated workers.  Peer counseling can help workers make better use of the services available to them.  
The RAC that oversees an enterprise’s layoff process often creates peer support programs.  

Peer support team members are drawn from the workforce and trained for their work.  They remain on their 
jobs, but are available to help co-workers during the pre-layoff period.  One of their most important roles is to 
help co-workers work through their anger and despair and maintain a productive working environment.  

A peer support specialist or WARC staff member provides peer counseling to every shift of employees three 
to six months prior to and following a layoff.   A good ratio is one peer counselor or peer support specialist 
for every fifty workers.  Peer support specialists receive information and training that develops their peer 
support skills, and makes them a fully functioning peer support team.  Peer support specialists often have 
chances to suggest ways to better serve their co-workers and build relationships with the local service 
providers.  

Supplementary materials describing the role of a peer support specialist or counselor and how to organize 
a peer support program can be made available to communities and enterprises using a rapid response 
worker assistance program for plant closures or mass layoffs.

Information sharing. (2)	

To prevent the spread of damaging rumors, the peer support team and WARC staff give employees accurate 
and up-to-date information about the layoff and the services that are available to them.  Such information 
is critical to the workers’ successful transition.  The WARC and peer support staff also can arrange for and 
hold meetings to inform employees about the reemployment assistance services.  

Delivery of other services(3)	

Six months or more advance notice of a layoff or closure is necessary to organize and provide timely and 
effective assistance programs to the workers and their families.  While some employers fear that workers 
will leave early or that productivity and quality will suffer if a RAC is set up and a WARC is established before 
the closure or layoff, experience suggests that this is seldom the case.  Product quality and productivity 
seldom fall and have even risen to new heights because the workers appreciate their employer’s concern 
and effort on their behalf. 2

2  Ford’s San Jose Assembly Plant had the highest quality rating of all Ford assembly plants in their North American operations during the last quarter of its 
operations.
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5.3.2 Post-layoff services
 
After a major layoff or plant closure, the post-layoff services typically emphasize job search, job development, 
and social support for workers undergoing training.  These services may involve more WARC staff and fewer 
peer support specialists than the pre-layoff period.  Some of the peer support specialists may work at a local 
agency or program office instead of at the old work site.  The WARC staff and peer support specialists work 
with families and community agencies to carry out the following activities:

Outreach(1)	

Establishing a WARC and a peer support program significantly enhance outreach activities.  The goal is to 
contact all the employees who are eligible for the worker adjustment program, inform them about the 
available services, and help them use WARC services.  Good outreach can help a WARC reach the workers 
who need help the most.   

Reaching hard-to-find workers. While some workers will come to the WARC on their own, others may 
need a lot of encouragement and support.  Workers who do not come on their own may suffer from low self-
esteem, family problems, or a lack of basic skills.  The greatest outreach challenge is to get the information 
and services to them so they do not “fall through the cracks”.

Word of mouth from co-workers is the best way to find the workers most in need.  WARC staff and peer 
support specialists should view every employee they contact as a potential source of outreach to workers 
not yet reached.  Co-workers often keep in touch with friends and relatives and bump into co-workers at 
their place of worship, at the market, in the pub or on the soccer field and should be given printed materials 
to hand out.  The best WARC public relations people are employees who are comfortable with the worker 
assistance program services and feel they are getting the help they need. 

Keep track of worker outreach
To keep their outreach efforts on track, WARCs and peer support specialists need to write their 
own outreach plan, including a time line. Different situations require different strategies.  Rural 
areas require different approaches than urban areas.  A closure that affects a whole community is 
very different from a downsizing in a large metropolitan area.  
WARC staff and peer support specialists should keep some records for themselves, such as an 
Outreach Log to record the names of people they have contacted and workers who need follow-up 
or more encouragement, notes about materials sent or handed out, personal contacts, phone calls 
made, follow-up notes sent, etc.  
 

Hotline.  Direct telephone access is a good way to inform workers about WARC services and give them job 
information.  A WARC hotline allows workers to make initial contact with the program via the telephone 
and gives peer support specialists an opportunity to encourage them to come in and use the services.  If 
the hotline is staffed only part of the day, its hours should be publicized widely.  If the WARC has a voice mail 
system, it can be used to publicize services, announce job opportunities, or provide up-to-date information 
about the proposed closure or layoff.  Information for the hotline can be obtained from the company, the 
union, and the local agencies serving the dislocated workers.

Personal contact.  The most effective form of outreach is personal face-to-face contact.  Personal contact 
helps to prevent employees from becoming isolated, a major danger of jobless workers.  Much personal 
contact occurs outside work and the WARC.  Telling people and workers about what the WARC is doing and 
what the transition program offers can connect them to the worker assistance program and help dislocated 
workers get answers to their questions.  Every casual contact WARC staff and peer support specialists have 
with employees eligible for the program (or with their friends or families) is an important outreach activity.  
Employees spread the word everywhere they go.  
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Telephone calls.  Often telephone calls are a primary form of personal contact with workers not fully using 
the WARC’s services.  WARC staff should set up a calling system so peer support specialists or others talk 
with those workers.  Regular telephone calls saying, “Hello, How are you doing? What do you need?” may 
bring reluctant workers to the WARC.  Some unemployed workers served by the WARC may welcome an 
opportunity to call fellow workers for a few hours each week.  Most workers welcome phone calls from 
fellow workers who know what they are going through.

Social activities.  Volunteer help is often available to set up social activities at the WARC to create a greater 
sense of community and make the WARC a welcoming place.  Group projects connect both the workers and 
their families.  Holding an open house to introduce the WARC, monthly potluck dinners, swap meets, and 
family soccer games have worked well for some WARCs.  A skills exchange is another way to give workers an 
opportunity to help each other and save money.  Workers can exchange a wide range of skills, including car 
repairs, home repairs, childcare, and cooking.  Many workers who are not ready to enroll in a program will 
visit the WARC if they have other reasons to come, such as talking with friends in a resource room.  

Meetings.  A good way for WARC staff to publicize information about the WARC is to make presentations 
to local organizations. Have a business card to give out and, whenever possible, circulate a sign-up sheet so 
people can volunteer to help.   Even if a staff member or peer support specialist is not making a presentation, 
attending community meetings is a good way to make contacts and distribute information about the 
program that people can give to their friends, neighbors, and relatives who are being laid off.

Mail.  WARC staff and peer support specialists should send mail--informational letters, booklets, meeting 
announcements, newsletters, and family information--to the workers’ homes even if the workers are still 
employed.  Mail increases the likelihood that the workers will share the information with their families.  
Families can be a major source of “recruitment”.  But peer support specialists and WARC staff should not 
assume that the workers read what is mailed to them.  Some workers will not or cannot read.  The workers 
should be asked if they have seen the information that was mailed to them or posted on a bulletin board.  If 
the workers say, “Yes”, the WARC staff can ask them if they have any questions or would like more information.  
If the workers say, “No”, it is an opportunity to develop personal contact and review the information with 
them.

Community outreach.  Public service announcements and feature stories on radio and television and in 
local newspapers can help WARCs provide outreach and support.  Some programs have used local radio 
and TV to give workers an opportunity to talk about their skills and the kind of work they are looking for.  
Peer support specialists should take brochures, posters, and flyers to the places where workers “hang out,” 
such as the unemployment office, bars, soccer fields, churches, union halls, and libraries, and tell the people 
who work there about the WARC so they can tell others about its services.  

One worker assistance program invited local businesses to sign up with their WARC.  Stores that signed up 
gave dislocated workers enrolled in the program 10 percent discounts.  

Assessment and Planning(2)	

Assessment means evaluating the workers’ strengths, resources and weaknesses, relating them to training 
and reemployment options and developing plans to help the workers get from where they are to where 
they want to be.  Some workers fear taking tests and need childcare.  Some have strong family support or a 
savings account that increase their options. 

The assessment process.  First, the WARC staff and peer support specialists should undergo the assessment 
process so they have first-hand knowledge of what it involves (including any tests) and how it is used.  The 
word assessment triggers fears and self-doubt in many workers.  They fear that assessment will expose 
their deficiencies to ridicule.  They need to be assured that the assessment process does not involve any 
judgments or punishments, that it respects their dignity and pride and confidentiality is maintained.  
Workers need to understand that the assessment is to help them.  



Se
t u

p 
a 

w
or

ke
r a

ss
ist

an
ce

 re
so

ur
ce

 c
en

te
r (

W
AR

C)
 to

 p
ro

vi
de

 se
rv

ic
es

 to
 d

isp
la

ce
d 

w
or

ke
rs

59

Individual planning sessions/interviews.  Although some worker assistance programs require formal 
vocational assessments, including testing (as number 7 below suggests), the WARC may first want to 
conduct alternative informal individual planning sessions to start the assessment process.

These one-on-one individual planning sessions/interviews have three main purposes:

1. Communicating basic information about the transition program. Individual planning sessions 
give the WARC staff and peer support specialists a chance to follow up on any group orientation 
and make sure that the workers know how to use the services available to them.

2. Gathering background information as a basis for individual planning and goal setting.  
Background information includes the workers’ education, work experience, skills, resources, and 
special needs.

3. Establishing a relationship with the workers.   These one-on-one contacts help the WARC peer 
support staff and workers get to know each other better and build trust.  These contacts also 
influence how the workers feel about the WARC and its services.

The information gathered during these individual planning sessions/interviews helps the workers plan 
the education, training, or other services they need to make a successful transition (as discussed in the 
section on “Individual Action Plans”).  Workers who have a clear idea of what they need and want can be 
referred immediately to the appropriate services (number 8).   Some workers may need a more complete 
assessment.  Serious workers’ problems must be addressed to help them use the program effectively.

When conducting the informal individual planning sessions/interviews, the WARC staff and/or peer support 
specialists need good social support skills to help the workers assess the skills and experience they have 
and to repair damage to their self-worth.  Instead of grilling workers, ask if they anticipate any problems 
after layoff and what help they think they might need.

The worker assistance program may design its own form to gather information for individual development 
plans, a local employment and training agency may supply one or the “Goals and Plans Worksheet” can be 
used.  The worksheet can be completed jointly by the worker and a WARC staff member or peer support 
specialist during the individual planning sessions/interviews, or the workers can fill them in on their own as 
a basis for discussion at their next meeting.

Individual action plans.  During their first individual planning session/interview with a peer support 
specialist or WARC staff member, workers are helped to develop realistic and achievable action plans 
(“Goals and Steps to Meet Them”) to guide them through their transition.  The individual worker’s action 
plan includes short- and long-range goals, specific steps to accomplish them and a timeline to follow.  If 
workers lack basic skills, their first step is to take brush-up language and/or math classes.  Detailed, realistic 
action plans require a lot of time, but are necessary for the workers to achieve their goals. 

WARC staff and peer support specialists also need to help workers develop a personal strategy to stay 
healthy and get the necessary support to reduce their and their families’ stress as they go through the 
transition.  This may mean scheduling some recreation time, volunteer work, or doing projects around their 
houses that make them feel productive.

Budgeting(3)	

The best time for workers to develop a budget/spending plan is before they are laid off.  During the pre-
layoff program, the WARC staff and peer support specialists can encourage co-workers to think about 
cutting their household expenses by 10 to 30 percent while they are still working.  The money saved can 
help cushion them and their families while they take long-term training or during unemployment.
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As budgeting may be new to some workers and their families, a WARC counselor or peer support specialist 
can provide workers with budgeting/spending plan materials and help them develop realistic budgets to 
use when making decisions about training, relocation, or taking a new job at reduced pay.  (Sample Budget 
and Debts worksheets should be provided.)  Involving the whole family in developing a family budget 
helps kids understand family financial constraints and how they can contribute.  Often kids come up with 
the best ideas for saving money or earning extra income.  

If the worker assistance program runs a job club (discussed in number 6 later in this chapter), budgeting 
is a good subject for a meeting.  The WARC staff or peer support specialists facilitating the job club can 
introduce budgeting steps, hand out budgeting materials for workers to take home and have them share 
their ideas and experiences the following week.  

Budgeting steps
1. List all your monthly income.  
As income can vary from month to month, write down all your sources of income and the amount 
for at least three months.  (See our sample “Budget Worksheet”) 
 
2. List all your monthly expenses. 
As expenses can vary from month to month, write down all your expenses, including rent or 
mortgage, car, appliance, credit card, loan, and other payments for at least three months.  Check 
your checkbook, debit, credit card and other payment statements for expenses and amounts. (See 
our sample “Debts Worksheet”) 
 
3. Evaluate the importance of each expense item to your family.  
As a family, look at all the expenses you’ve written down and decide which ones are most important 
to you.  Write an H for high priority, M for medium, and L for low priority after each expense. 
 
4. Prioritize your expenses. 
First, list your High priority items (rent, food, transportation, loan payments, etc.) and how much 
you spend on them each month.  Next, list your Medium priority items (cable TV, beauty shop, 
dues, subscriptions, donations, etc.) and how much you spend on them on each month. These are 
items that are important to you but could be reduced or skipped some months.  Then, list your Low 
priority items (cigarettes, non-essential clothing, parties, entertainment, gifts, vacations, etc.). These 
are the items that you can begin to eliminate. 
 
5. Subtract your total monthly expenses from your total monthly income. 
Add your total average monthly income and subtract your average total expenses. 
 
6. If your income exceeds your expenses, set that amount aside. 
 
7. If your expenses exceed your income, identify expenses to cut. 
Ask your family to help you find ways to cut costs. 
 
AFL-CIO Human Resources Development Institute 

Job Search(4)	

In many cases, a local job training agency or Job Service office has the primary responsibility for dislocated 
worker job search activities, but the WARC staff and peer support specialists can do a lot to help the workers 
succeed.  
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Feeling prepared gives workers confidence when applying for jobs.  One way to prepare them is to hand 
out sample job application forms that the workers can fill out at the WARC.  Another way is to hand out a 
checklist the workers can use to put together all the documents and information they might need when 
applying for jobs, including references, letters of recommendation from their supervisors, pens, pencils, 
and paper.  Perhaps the company personnel office will prepare letters of reference as well.  The WARC staff 
also may be able to help workers obtain needed school transcripts.  

If the worker assistance program has the money, copies of a “Job Search Folder List” and an “Application Tip 
Sheet” can be placed in file folders and given to workers who come to the WARC for help.  Workers can refer 
to these lists when filling out job application forms. A sample “Your Job Search Log” can also help workers 
organize and keep track of their job-hunting activities.

In addition to participating in job search workshops or job search classes, WARC staff and peer support 
specialists have frequent opportunities to support workers’ job searches during their individual and group 
contracts with them and can conduct a job club (discussed later in this chapter) to keep workers on track.  

Job development(5)	

Job development involves talking with employers and finding out where the jobs are. Since timing is critical 
in getting a job, the goal is to set up a system that helps the WARC get job information to both jobseekers 
and employers as quickly as possible. This is very important because many jobs are in the “hidden job 
market,” and are not known to the Job Service or Labor Office.  Experience demonstrates that leaving job 
development solely to the Job Service is not in the best interests of transitioning workers. 	

The following paragraphs provide a few ideas from other dislocated worker assistance programs.  At the 
simplest level, setting up a job board can be very helpful to workers.  WARC staff should make sure that 
job openings are posted promptly and legibly on the board and removed when they are no longer open.  
WARCs can also use a job board to post training opportunities and examinations for civil service and other 
positions.

If the WARC has job development responsibilities, its staff should set up a file of the workers’ skills.  When 
staff learn that an employer is hiring, they can easily reach the workers with the required skills.   The WARC 
staff and peer support specialists should also keep a list of where workers have gotten jobs and periodically 
check back with those employers to learn when they plan to do more hiring.  This is also a good way to tell 
employers about the WARC and its services and help them recognize applicants from the worker assistance 
program.  WARC staff and peer support specialists can also encourage companies laying off workers to 
place ads that tell other employers about their excellent workers.  The restructuring company can invite 
prospective employers to come to the plant and meet the workers before the workplace closes.

In some cases, RACs have a job development subcommittee that conducts the job development.  In other 
cases, this activity is part of the WARC function.  Some WARCs have a full-time job developer who finds job 
openings for the dislocated workers.  In a few cases, restructuring employers assign some of their managers 
to the WARC as job developers.  

Even if the WARC is not primarily responsible for job development, a WARC job developer and peer support 
specialist can tap into the hidden job market and provide services that improve job development.  If 
someone else has the primary responsibility, WARC staff or peer support specialists can meet with them 
and ask how they can help.  

Job clubs(6)	

“Job club” is the name given to a group of workers who meet together regularly as part of their job search 
efforts.  Sometimes job clubs are conducted jointly by a Job Service office and a WARC job developer or peer 
support specialist.  Job developers usually give workers job information, and the peer support specialist 
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provides support to workers seeking new jobs.  Workers need information, encouragement and respect 
to get jobs.  Job clubs can take a variety of forms.  In some places they are simply weekly meetings where 
workers get job leads and job referrals, but they can be much more than that.  They are ideal places to teach 
workers job search skills and have them practice them.   

A lot of social support can take place at job club meetings.  Workers can talk about their job-hunting 
frustrations, their fears, the effects of unemployment on them and their families, and receive support from 
workers in the same situation.  Meeting together can break down damaging isolation and help the workers 
help each other—one of the best ways to keep workers strong and maintain their self-respect and self-
confidence.  The role of the WARC job club facilitator or peer support specialist is to make that happen.

What happens in a job club?
A typical job club provides a variety of activities. Each group should decide the activities it needs. 
Other activities can be added to the list.

Receiving job leads from job developers��
Sharing information about job openings with each other ��
Developing job-search strategies ��
Preparing resumes��
Creating job-hunting teams for moral support and shared transportation��
Taking field trips to workplaces that may be hiring��
Helping each other complete job applications��
Gaining skill and confidence by role-playing job interviews ��
Practicing phone skills and phone follow-up��
Listening to guests talk about different kinds of jobs��
Brushing up on skills to prepare for employment exams��
Reducing test anxiety by practicing test taking��
Sharing experiences, good and bad ��
Talking about how they feel trying to get a job ��
Talking about the effects of unemployment on them and their families��
Getting and sharing information about housing, legal aid, medical assistance, and other ��
community resources
Planning social events��

Dealing with workers’ feelings. A job club can be a safe place for workers to express the anger, self-
blame, and depression that often result from unemployment.  Feeling free to talk, to be understood and 
cared about helps workers deal with their turmoil and develop positive strategies to move ahead.  This is 
especially true when they feel the job club is a caring place that can help them.  The help may come from 
another group member who volunteers a service, a WARC staff member who helps them obtain needed 
resources or a peer support specialist who provides support and encouragement.  Job clubs can recreate 
much of the team strength that workers felt when they were working together.

During job club sessions, workers can express their frustrations, including how angry they feel about the 
way they are treated when applying for jobs, and learn they are not alone.  When workers experience 
difficult job searches, other workers in the same situation are their best source of understanding, advice, 
and support.

Job search activities.  During each job club session workers report on their job search activities, including 
not looking for a job if they did not.  As the job club members talk about their experiences, the facilitator asks 
questions that help them learn from their experiences.  For example, if workers were frustrated by interview 
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questions they were not prepared for, the facilitator writes the questions on a flip chart and keeps a list of 
“worst questions” to use when they practice interview skills.  One worker is the interviewee, and another 
worker is the interviewer.  If the WARC has a video camera, the mock interview activity is videotaped.  The 
club members then offer tips and suggestions about how to answer difficult interview questions. 

If the dislocated worker assistance program has a job developer, he/she should attend a portion of each 
job club session to give job leads.  Based on the job leads and information from the workers seeking jobs, 
the facilitator makes a list of where members have had job interviews or applications accepted, and a list of 
places where applications are not being accepted.

Social support activities.  Attending a job club helps workers stay active and connected instead of staying 
home and brooding.  While job clubs have serious purposes, they are also places where workers can relax 
and have some fun.  No job club is complete without a coffee pot and time for workers to socialize. Through 
the job club, workers can organize potlucks, picnics, swap meets, and sports events.

Plant closures and layoffs make workers feel angry and unproductive.  The WARC job club can organize a 
skills exchange so workers can trade car and home repairs, childcare, and other needed services.  Feeling 
productive improves their frame of mind, which is very important to workers’ job search and quality of life.

Setting up a job club. There are two basic types of job clubs.  The first type has an open membership, 
meets on a regular basis with set hours, and operates something like a drop-in center.  The second has a 
closed membership, meets weekly or twice weekly and decides as a group when to admit new members.

To set up a job club, the WARC needs a room that can be used on a regular basis (separate from the main 
WARC space), someone to lead the meetings, and workers who want to participate.  The job club facilitators 
and participants make the job club successful. The facilitators can use peer counseling skills and group 
skills–-active listening, helpful questions, withholding judgment, responding with respect, and putting 
people at ease—to create a comfortable, safe environment that encourages workers to open up about 
their concerns and feelings.  Getting them to talk about what is happening in their lives is a key step in 
developing successful action plans.  Talking together and clarifying what workers need to do strengthens 
them.  A job club is one of the best places to make that happen.

The more comfortable and informal the setting, the better.  If the WARC lacks enough space to house a 
job club and the restructuring enterprise lacks adequate space near the WARC, the union hall (if one is 
available) may be a good site because it is both familiar to the workers and belongs to them.  The materials 
and equipment needed for a job club resource room are similar to those listed on the “WARC requirements” 
earlier in this chapter.  

Vocational testing and counseling(7)	

In some countries, the Job Service, another public agency or an NGO may have sufficient counseling 
techniques and testing systems training to create an effective vocational assessment and counseling 
program as part of an overall employment and training system. Where this is the case, the RAC and/or 
WARC should contact the Job Service or Labor Office to arrange to have a formal vocational testing and 
counseling program made available to the workers.  If possible, the testing and counseling services should 
be located at the WARC so the workers can easily obtain professional help to help them select new careers 
and needed training.  If it is not possible to arrange for on-site delivery of these services, the WARC should 
help workers get to where they are available.  

When a high quality vocational testing and counseling program is available, workers can take the appropriate 
tests and vocational counseling prior to being referred to training or other educational programs.  Either 
the Job Service staff or the WARC staff can then assist them to find suitable training programs to meet their 
needs and, if money is available at the national or local level, help them access resources to pay for the 
programs.
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Referral to training(8)	

Whether or not the WARC staff and peer support specialists are directly responsible for referring workers to 
training, they play a key role in helping workers overcome resistance to training.  In some dislocated worker 
assistance programs, employment and training agencies (e.g. the Job Service or Labor Office) perform this 
function.  If so, it is important (when possible) that the vocational testing and counseling and the referral 
and registration processes for education and training programs be made available at the WARC.  The WARC 
staff and peer support specialists should help the workers sign up and take advantage of the training 
programs.

Workers displaced after many years of work may be reluctant to enroll in training.   Social support is 
important in helping them enter training and keeping them there.  Organizing a study club for workers in 
training is one way the WARC staff and peer support specialists can help the workers support each other so 
they do not drop out.

Prior to a layoff or job restructuring, the WARC staff and peer support specialists are often in a good position 
to identify workers’ educational needs.  This is especially true if they conduct the assessment and planning 
discussed in number 2 above.  If WARC staff or peer support specialists learn that workers have rusty math 
or reading skills, the WARC may be able to initiate brush-up classes to help them qualify for new jobs or 
retraining.  WARC staff should use their knowledge of local educational and training resources to help 
the workers identify programs that interest them and then encourage and assist them to apply.  In some 
cases, they may be able to arrange for brush-up classes and vocational courses for groups of workers at the 
WARC.  

Social support network(9)	

The role of the WARC staff and peer support specialists is to help the workers obtain needed services both 
in and out of the dislocated worker assistance program, but they are not expected to be mental health or 
social workers.  Instead, WARC staff and peer support specialists should refer workers who need emergency 
housing, legal advice, medical care, or help with financial, personal, family problems, etc., to the appropriate 
community agencies or programs.

The art of making referrals. How workers are referred to agencies and how they are treated by those 
agencies are critical factors.  WARC staff and peer support specialists need to preserve the worker’s dignity 
when making referrals.  When workers are reluctant to call or contact the agencies they are referred to, the 
WARC staff must do more than give them an address and a phone number.  The workers may need to be 
told that there is nothing wrong with asking for help as they have contributed to the community for many 
years and are entitled to use the services. 

Making referrals is a four-part process:

1. identifying and investigating community resources;
2. giving workers accurate information about available resources;.
3. listening to workers’ fears and feelings about needing help; and
4. checking with the workers and the agencies to make sure that the workers get the help they need.
Any time workers go to a public agency to get help they may be turned off by a bureaucratic approach or 
the attitude of the staff and “fall through the cracks”.  One way to increase the likelihood that the workers 
get good service is for the WARC staff to familiarize themselves with the agencies and their services and 
procedures and to tell the agencies something about the dislocated workers’ needs. 

The following box, “Service Agency Information Checklist”, suggests what WARC staff need to know about 
every community resource. The next box, “Developing a Referral Network”, suggests steps to follow.
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Service agency information checklist  
Agency name	
Address and phone number
Agency head  
Contact person
Services available
Eligibility requirements
Application process
Agency materials on hand
Applications on hand

Is the agency familiar with your program?
Have you visited this agency?
What can a worker expect when visiting this agency?
Have you observed how the agency treats people?
Do you feel competent referring workers?

 

Developing a referral network

Identify outside agencies 
Investigate the services available through your community agencies.

Contact agencies 
Visit community agencies to introduce yourselves, learn all you can about their services, pick up 
copies of agency materials, including forms that must be filled out, and familiarize yourself with the 
forms.

Identify a contact person 
Identify an agency contact person you can call if you have questions and, if possible, a staff member 
you can refer workers to personally.  This will eliminate some of the workers’ anxieties.  Good 
personal connections may eliminate some “red tape,” help referred workers get good service and 
smooth problems that arise.

Know agency requirements 
Know who is eligible for agency services and who is not.  It is very demoralizing for workers to be 
turned away from an agency.  Find out what kinds of records and papers workers need to take with 
them.

Be available to help with problems 
Workers may find agency bureaucracies very difficult to deal with if they have not had to do 
that before.  Help the referred workers with agency problems.  Show them a copy of the agency’s 
application form and, if necessary, help them fill it out.  

Be a resource to the agency 
Networking means helping the agencies that help your referrals.  Your assistance makes the agency 
more responsive. Arrange for their representatives to speak at union meetings or help them recruit 
volunteers for a special project.  

Educate agencies about workers in transition 
Laid-off and dislocated workers are new to many agencies.  To pave the way for the workers 
you refer, talk with your agency contact people or attend an agency staff meeting to help them 
understand the referred workers’ problems.

Advocate for workers’ rights 
Even with your best preparation and the best intentions of staff members at community agencies, 
bureaucratic hang-ups can occur.  They may require the “clout” of your overall program.  Learn 
how the system works, make phone calls, and demand service for the workers in your program.
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If the community lacks agencies that can provide essential services to dislocated workers and the dislocated 
worker assistance program has sufficient resources and a supportive employer, the WARC (or RAC) may be 
able to hire certain kinds of services to be delivered to the workers.   For example, in some instances family 
financial planners have been engaged to come to the WARC and hold budgeting and financial planning 
workshops for the workers and their families.  In other instances, enterprise managers have arranged to 
have a staff member provide some marketable skill training to the workers during the pre-layoff period.  
For example, several companies have provided personal computing classes to their employees or used 
company equipment to teach them transferable skills such as welding, auto mechanics, upholstering, and 
painting that are part of their production operations.  

 Relocation activities(10)	

One of the most difficult decisions workers and their families may have to make is whether or not to 
relocate.  Relocation can be a very complicated decision that many personnel officers and service providers 
do not fully understand.  While moving to another city or to another country where there is work may make 
economic sense, it may be a bad decision for some workers and their families where housing shortages and 
other relocation issues pose significant problems (such as in CEE countries).  WARC staff need to be sensitive 
to the reasons families may not want to move, such as elderly parents, grandchildren, kids in school, or a 
spouse’s job.

Support needs.  The relocation decision should be made by the whole family, not just the laid-off worker.  
WARC staff and peer support specialists should encourage workers to talk with their families to reach a 
decision together.  When possible, families should visit the new area to see what it is like and to talk with the 
school personnel there.  Children may have an easier time moving if they have visited the place.

Workers struggling with a relocation decision need a lot of information, patience, and understanding from 
the WARC staff and peer support specialists.  The WARC staff and peer support specialists should not try 
to tell the workers and their families what to do, but they can help them evaluate their options and the 
benefits and risks involved in each one.  If workers decide not to relocate, the WARC and its resources 
continue to help them.

Sharing information. The WARC can help workers obtain information about potential relocation areas 
from Chambers of Commerce, newspapers, area employers, local unions, and school districts.  Workers 
thinking about relocating need information about housing costs, schools and churches. They also need 
some contacts in the area when they visit or relocate.  If co-workers have friends or relatives in the area, they 
are a valuable source of information as well as friendly faces.

If workers from the same layoff are considering relocating to the same city, WARCs or peer support specialists 
can set up a potluck for them and their families so they can meet each other and maybe initiate shared 
rides, shared housing, and shared childcare.  Children feel better if they know someone else who is moving 
there.  If families stay behind while the workers take new jobs, WARC or peer support specialists can help 
them stay in touch with each other and build a support system.

It is a good idea for the WARC to set up a relocation board to post information about selling houses, moving 
tips, buying a house, renting an apartment, etc.  The board can also display letters from workers who have 
moved and are settling in and from local unions and employers in areas where workers and their families 
might want to relocate.
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Chapter 6 
6. Economic renewal strategies and 
tools communities can use to preserve 
and create jobs 

6.1 Community assessment and planning for economic renewal
 
Many communities experiencing substantial worker displacement resulting from enterprise restructuring 
suffer serious blows to their local economy.  Simultaneously, they need to take actions to help the 
displaced workers and renew or strengthen their economy.  How can communities experiencing economic 
restructuring and worker displacement address the larger problem of economic development and job 
creation?  When should local economic development efforts be started?  How can these efforts be linked to 
worker adjustment efforts in a community?

Experience gained in economically depressed communities in the United States and industrialized countries 
in Europe suggests some actions community leaders can take.  (1) They can hire an economic consultant 
to assess the community’s situation and recommend a strategy.  (2) They can organize as a community to 
assess the situation, come up with a strategy to foster economic renewal, and implement it.  (3) They can 
accept their fate and do nothing—let nature take its course.  Examples of each of these approaches can be 
found in the literature.  Needless to say, the first and second strategies hold much more promise than the 
third one.  

In a number of communities, the second strategy—conducting a community assessment and coming up 
with a practical plan for economic renewal--has been a useful complement to the rapid response worker 
adjustment efforts discussed in the previous chapters.  This approach has been used successfully in both the 
United States and Central and Eastern Europe.  Training materials and technical assistance can be provided 
to local IA specialists and community leaders who would like to implement this approach as part of an 
expanded rapid response worker adjustment program in their communities.  

 
6.2 Using community assessment and planning to facilitate economic renewal 
in Hungary 
 
Example 6.1 outlines how a grassroots participative approach to community economic renewal can be 
used to assist communities impacted by worker displacement resulting from economic restructuring.  It 
describes how a community economic renewal (CER) component was successfully implemented as part of 
the 1994-1999 Hungary Rapid Response Worker Adjustment Project.
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Example 6.1
Hungary: Using economic renewal to create new jobs for dislocated workers

When the Hungary Rapid Response Project was initiated, most of the communities experiencing 
mass layoffs and plant closings were economically depressed.  Consequently, an outside consultant 
initiated an economic renewal component as an integral part of the overall project.  While the 
consultant tried to work with the various stakeholders in the region where the first layoff project 
and RAC were located, the initial attempt could not be sustained beyond an initial seminar because 
the local actors did not feel that it was their initiative.   
 
As a result, an important lesson was learned--local actors have to feel ownership of whatever local 
economic development approach is used and be committed to seeing it through.  Another lesson 
learned was that taking one group of local actors through a seemingly improvised process does 
not produce a model that can be replicated across the country in tandem with the rapid response 
worker adjustment component.  Local actors need a well-designed step-by-step community 
economic renewal (CER) component or model to follow. 
 
The selected CER model had been used successfully in the United States and adapted for inclusion 
in a manual written for use as part of an ILO/UNDP regional LED project in Central and Eastern 
Europe.  The CER model training materials enable local facilitators to walk through and direct 
the economic renewal process themselves.  In addition to the workshop materials, the CER 
manuals provide participants with “how to” sections and descriptions of innovative approaches 
to job creation and preservation, including networking and inter-firm cooperation, starting and 
working with business incubators, and establishing unique forms of entrepreneurship and business 
ownership.  The Hungary Rapid Response Project translated and pilot tested the new CER model 
materials.   
 
Implementing the CER Component in Hungary 
 
County labor center (CLC) IA specialists (now called regional employment counselors) 
implemented the Rapid Response Project’s CER component in Hungary after participating in 
a one-week CER training course directed by international CER consultants.  They worked with 
government, business, labor and community leaders in areas experiencing economic restructuring 
and privatization to help them better understand local economic development and economic 
renewal principles.   
 
CLC IA specialists helped interested communities set up a local team consisting of mayors, Local 
Enterprise Agencies, NGOs, local area federations, businesses, chambers, Regional Training 
Centers, County Development Councils, incubator houses, banks, tourism agencies and other 
interested community members.  That team organized and participated in a series of four Phase 
I CER workshops designed to help the participants assess community situations, develop a local 
economic development strategy and generate ideas for specific projects.  Communities that 
completed Phase I workshops were invited to participate in Phase II workshops during which 
they prepared strategic plans and formal CER project proposals, obtained funding from the Rapid 
Response Project and other sources, and began implementing their projects.  The first 14 pilot sites 
completed the entire process (Round One) in about six months. 
 
Outcomes 
 
Over a three-year period, 31 areas (individual communities or federations of communities ranging 
in size from 3,500 to 80,000) implemented the complete CER component (Phases I and II) under 
the auspices of the Hungary Rapid Response Project.  Results from the first 31 areas indicated that 
867 workers obtained new jobs, 156 retained their jobs, 781 received training, and 92 entrepreneurs 
started new businesses.  The 31 areas participating in Round One and Round Two attracted 
roughly 12 times the amount of U.S. financial support from other sources—mayors’ offices, County 
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Development Councils, Phare, National Employment Foundation, Ministry of Agriculture and 
Rural Development, Telecottage Federation--to carry out their projects.   Five Round Three areas 
have already obtained financial support from PHARE in excess of US$1 million for their projects 
and plans. 
 
An additional 5 areas completed an accelerated Phase I.  The 36 participating areas undertook 56 
local economic development projects.  In addition, these communities were able to use their CER-
designed strategic plans and projects to leverage substantial additional funds.   
 
Projects initiated by communities as part of the rapid response project in Hungary include: 

organic farming and food processing plants; ��
telecottages; ��
business innovation and information centers; ��
a fruit cold storage facility;��
a foundation to help the unemployed; ��
local economic development offices and federations;��
	professional staff to manage local economic development efforts;��
a network of six tourism offices; ��
a community promotion and marketing program and promotional materials; ��
a bike trail; ��
an integrated agricultural complex; ��
an industrial park planning effort; ��
a craftsmen cooperative; ��
a village tourism and folk festival;��
a handicrafts school;��
a fruit processing and marketing cooperative; ��
a village hotel network; ��
an ecological and agricultural survey; ��
a computerized cultural database; ��
an information network; ��
a “youth for economic development project”; and��
an area beautification project.��

 
The success of the CER component in the 36 Hungarian sites resulted from the project’s unique 
community workshop design and emphasis on three themes: (1) teaching the workshop 
participants the basic principles and techniques of local economic development; (2) encouraging 
collaboration and partnership among the cross-section of local actors; and (3) stressing the 
mobilization and use of local initiative.  The outcomes and achievements in the 36 sites reflect the 
participants’ successful internalization and application of these themes. 
 
CER workshop attendees indicated that they were pleased with the results of the USDOL Rapid 
Response Project’s CER component, and 97 percent said the workshops achieved their goals.  The 
participants said that the emphasis on broad community support “increases the odds for the 
implementation of the strategies and projects, rather than resulting in plans that sit on shelves.”  
Equally important, they said that the CER approach helps local people realize that “they must 
take the situation into their own hands.”  One community group said that an earlier LED strategy 
had involved “waiting and hoping for a new investor to come to town to save them.  But the CER 
process showed them that nothing was going to happen if they did not take concrete steps on their 
own.”   
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The CER process has had very positive impacts in most communities and areas.  One group of 
communities faced with the closure of its major employer credited the CER workshops “with 
instilling a sense of community in the region that had been lacking for decades.”  The CER 
workshops led them to create a local area foundation and to forge a cooperation agreement among 
the seven mayors.  That group published two brochures -- one containing information geared to 
potential investors, and one containing a community assessment, including workshop summaries 
and projects ideas.  One of the association’s first projects was a campaign to encourage local 
residents to devote the one-percent of their taxes that could be set-aside as an NGO contribution to 
support the new association and its LED efforts. 
 
Gary B. Hansen, Results of the Hungary Rapid Response Project, 1994-1999, USDOL, 2000

6.3 Should your community undertake economic renewal?
 
The local economic renewal self-assessment and strategic planning process used in Hungary is just one of 
several possible approaches to develop workable strategies and specific projects to improve local economic 
and business conditions, but it is one of the most successful and widely used.  Small and medium-sized 
communities, those typically needing help to start an economic renewal program, have used it to generate, 
evaluate, and select suitable strategies and viable projects without depending on or waiting for outsiders 
to do the job.  This guide includes the CER approach because it has a proven track record in North America 
and Central Europe.  It works in a variety of settings, is relatively inexpensive to carry out, and can be 
implemented by ordinary people in a community.  Finally, it a grassroots, participative approach that can 
be used to teach communities how to solve their economic renewal problems.  

If your community would like to implement the process used in Central and Eastern Eastern Europe—
using the ILO/USDOL developed economic renewal workshop process—training materials and technical 
assistance to implement it can be made available through joint ILO and USDOL efforts.
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Appendix A: Work-Sharing: An 
Alternative to Lay Off

While the preceding chapters have dealt with early warning systems and community and company responses 
when layoffs occur, it is sometimes possible and always desirable to be able to implement measures to 
either entirely avert or to significantly reduce and /or delay layoffs.   Many countries have had a long history 
of experience with programs which facilitate the reduction of working hours for employees with a portion 
of the lost income replaced by social support measures such as unemployment insurance benefits.   These 
programs go by a number of names such as Chomâge partiel in France, Kurzarbeit in Germany, Short Time 
Compensation programs in the United States and, the Work Sharing program in Canada 

It is generally agreed that job loss creates both socio-economic and psychological stresses on individual 
workers and their families, results in a gradual deterioration of both generic and specific job skills, and can 
be associated with a wide range of lifestyle challenges.   From an employer’s point of view, having to reduce 
their work force, can diminish their ability to respond to a temporary downturn in demand for their goods 
and services through a proactive approach.  Without the available skilled workers to respond to sudden 
increases in demand, businesses may lose otherwise promising opportunities to weather the economic 
decline. Workers who remain with the company may have lower morale through feelings of guilt at having 
retained their job while fellow workers have been let go as well as due to increased concerns that if the 
situation worsens they may be amongst the next to be laid off.    Beyond this, employers will be faced with 
additional costs to hire and train new workers when the situation does eventually begin to improve, thus 
slowing their return to previous levels of productivity and business growth.     

For the economy as a whole, layoffs decrease the amount of disposable income available to individuals 
which will have a resulting impact on secondary industries, particularly those in the entertainment and 
retail sectors.  Not only will the workers who have lost their jobs have less income to spend but the workers 
who remain will be vulnerable to potential job loss should the situation continue to worsen, and will be 
reluctant to spend according to their normal patterns.   Finally, lost revenues to the government due to 
decreases in income taxes and manufacturing taxes can further weaken the economic outlook.

General Features of Work-Sharing:

Work-Sharing is a program designed to help employers and workers, faced with a temporary decline 
in production demands due to economic or supply shocks, avert layoffs.   A program that is completely 
voluntary and must be agreeable to  all parties – workers, employers and government – work-sharing 
schemes offer income support to subsidize wages lost by a ten to thirty percent reduction in the normal 
work week.   This income support is typically provided through unemployment insurance benefits or other 
social income programs. The program is administered on behalf of the national employment service through 
local employment centres in collaboration with the national entity mandated to distribute unemployment 
insurance or similar income support measures.   

In some countries where unemployment insurance either does not exist or is minimal, other means of 
financing programmes can be found.  In many countries there is a growing tendency to support voluntary 
arrangements between workers and employers, particularly when the work reduction exceeds the maximum 
of thirty percent which is allowable under a formal program.  Also, in some countries, the government and 
social partners issue guidelines or decrees mandating that employers use retrenchment of workers only as 
a last resort.   Finally, in some companies, regular working time is reduced according to collective bargaining 
agreements with partial wage compensation for the loss of income paid to the employees directly by the 
employer.   
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Governments can also support these initiatives in other financial ways such as has recently been introduced 
in Germany by reimbursing 50% of social security contributions by employers who participate in kurzarbeit 
and 100% reimbursement if the employer utilizes the down time for training staff.  

Due to the requirement that all parties enter into a work-sharing arrangement voluntarily, social dialogue 
amongst all participants is an essential feature of any form of work-sharing arrangement.    The role of social 
dialogue amongst the partners is particularly important in situations where forms of subsidizing the lost 
wages are limited or do not exist at all. 

In general work-sharing programs have proven to be highly successful in preventing or minimizing layoffs 
in times of economic crisis.

Key Features of the Canadian Work-Sharing Program:

While the specific details of work-sharing schemes in various countries differ in some aspects, the key 
components, remain similar in all situations.  In all cases, social dialogue amongst the various partners is an 
essential feature.  Key features of the Canadian Work-Sharing Program include the following elements:

The decision to implement a work sharing scheme as an alternative to layoff of a portion of the ÆÆ
workforce, must be both voluntary and agreeable to both the employer and the workers of the 
company.   
A work sharing scheme is only implemented when the downturn in production / business is perceived ÆÆ
to be of a temporary nature and not as a means to delay an inevitable layoff or to compensate for the 
seasonal nature of some businesses.
Normally, the maximum duration of a work sharing scheme will be 26 weeks however in exceptional ÆÆ
circumstances there is a possibility of up to 12 weeks extension to this time frame.  This will only be 
considered if it is believed that within the additional time period, the business will be able to return 
to normal levels of employment.   
Work units for the work-sharing program do not have to include all employees in a company but ÆÆ
should include all employees who perform similar functions.   Time schedules should also be relatively 
balanced in order to ensure that the work available is, as much as practical, shared equally amongst 
the members of the work sharing unit.
Work units must have at a minimum two employees.  ÆÆ
The duration of a work sharing program must be a minimum of six weeks.ÆÆ
Employees are obliged to remain available for work during their normally scheduled days off under ÆÆ
the work-sharing program, thus providing flexibility to the employer as elements of the business 
recovery plan begins to create new demand for their goods and/or services.
Employers are obliged to continue to cover employee benefits such as health insurance and cannot ÆÆ
reduce the hourly wages of employees.  Employers are also not permitted to have employees who 
are not part of the work sharing unit work overtime during the program
Employers and employees are encouraged to look for opportunities to include formal or informal ÆÆ
training activities into the scheduled work-sharing days.   These training activities can focus on 
upgrading the skills of employees to meet forecasted skill needs to support the employers recovery 
plans, to prepare workers for upward mobility within the company as business returns to normal or 
in the worst case scenario prepare the workers for jobs outside the company should the downward 
trend continue. 
As part of the eligibility criteria for the work-sharing program in Canada, employers are required to ÆÆ
develop a recovery plan which can demonstrate a likely return to normal business levels by the end of 
the program.  In many cases this can serve as the beginning of ongoing discussions with the employer 
and workers regarding the forecasting of skills required to support the recovery plan, opportunities 
to include current trends i.e. the movement to more environmentally friendly approaches to business 
and to take constructive stock of their current business lines in an attempt to rationalize these into 
the future.
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In this sense, while work-sharing is viewed initially as an effective means of averting layoffs within a business 
during the downward trend in the business cycle, it can lead to continued interventions by the employer, 
workers and employment services as the company moves into the positive side of the business cycle.   

Benefits of a Work-Sharing Scheme:

Of course the most readily identifiable benefit to introducing a work-sharing scheme in times of economic 
crisis is the fact that it delays, reduces or completely avoids the lay off of valued workers.   Further to that 
however, there are additional benefits to both employers and their employees, when jobs are preserved 
even at a reduced level, during temporary downturns. 

Employers do not lose and subsequently have to recruit and train new skilled workers saving financial 
resources as they begin to recover from the downturn. By retaining all of their workers through the ability 
to introduce a shortened work week, they have skilled workers available as their recovery plan for the 
company begins to take hold.  In this way they remain capable of quickly responding to new business 
which will be generated through aggressive and innovative business strategies.   It also enables employers 
to utilize downturns in their business to implement new social and technological advances such as current 
moves towards becoming “greener” industries.  This is particularly true when governments offer additional 
financial incentives as part of infrastructure strategies during times of crisis.  

Employees also benefit from work-sharing initiatives.  They are able to maintain their current levels of skills 
both specific to their job and also to general work habits.   By working a reduced week, they are also able 
to keep in touch with the working environment enabling them to be more aware of the overall company 
situation.  This will ensure that they can be more prepared if there is a threat of continued job loss.  While 
most work-sharing programs do require workers to remain available to their current employer for the 
duration of the program, this does not preclude their ability to upgrade their job specific and job search 
skills during days when they are not working.

In fact, employers and employees are encouraged to use the “down” days to pursue skills training – 
preparatory to a return to full production within the business, to support recovery plans which might include 
the introduction of new skills and / or,  to improve or update skills in preparation for further unemployment 
and the subsequent need to find new employment.   

Whether companies are experiencing production downturns unique to their business or industry or as part 
of a more national or global economic downturn, it is prudent to do as much as possible to preserve their 
loyal workforce.   Work-sharing programs, widely available as part of a menu of services delivered through 
national employment services  in many countries throughout the world, provide a viable alternative 
to temporary layoffs and provide opportunities to react to downturns in a more proactive and positive 
manner.  
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Appendix B: Supplementary training 
modules and resource materials 

Socially responsible restructuring1.	

Resource Materials:

Restructuring for corporate success: A socially sensitive approach. N. Rogovsky, P. Ouzoux, D. Esser, T. Marpe & 
A. Broughton.  ILO, Geneva, 2005.
Good Practice Note: Managing Retrenchment. International Finance Corporation, Washington D.C., August 
2005.
Socially Responsible Enterprise Restructuring.  (A joint working paper of the ILO and the EBBF, 2000)
Productivity Training Modules (ILO, 1996)
Road to High Performance Workplaces (USDOL Office of the American Workplace, 1994)
Guide to Responsible Restructuring (USDOL Office of the American Workplace, 1995)
Training to reduce conflict and build successful labor-management partnerships
Interest-based problem-solving
Interest-based negotiations 
Training for partnership
Leading the Saturn Way (Saturn and Tennessee Dept. of Econ. & Community Dev., 1993)
Excel for GM Partners:  Instructor Guide (Saturn, 1993)

Business retention and layoff aversion2.	

Resource Materials:

Socially Sensitive Enterprise Restructuring in Asia: Country Context and Examples. ILO, Asian Productivity 
Organization, Tokyo, 2007.

Preventing Layoffs (USDOL, 1986, 1988)
A Fighting Chance:  New Strategies to Save Jobs and Reduce Costs (ILR Press, 1988)
Extension Business Retention & Expansion Program.  (Western Rural Development Center, 1997)
Early Warning:  A Guide, (Midwest Center for Labor Research, 1996)
A step-by-step guide to starting business promotion and support centers (ILO/UNDP)
Start Your Business Handbook.  (ILO, 1997 Bulgarian Edition)
Manual for Developing a Quick Start Project (USDOL, Hungary Rapid Response Project, 1995) 
A Manual for Developing Quick Start Projects in Bulgaria (USDOL, 1997)
Labor-Management Cooperation:  Trainer’s Manual (Utah Center for Productivity & Quality, Utah State 
University, 1994)
Interest-based Negotiations: Trainers Guide  (USDOL, BLMRCP, 1992)
Interest-based Problem Solving:  Trainers Guide (USDOL Academy, 1992)
Committee Effectiveness Training (USDOL, 1989)
Training for Partnership Workshop Series: Trainers Manuals  (USDOL, Office of the American Workplace, 
1994)
The Network Tool Kit:  Vol. I and II, (Regional Technology Strategies, Inc., February 1997)

Rapid Response Worker Adjustment3.	  
Resource Materials:

Socially Sensitive Enterprise Restructuring: Tripartite Training Module. D. Esser. P. Ozoux & N. Rogovsky.
Worker displacement: Public policy and labour-management initiatives in selected OECD countries.  Working 
Paper 24. Employment and Training Department, ILO, 1998.
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Establishing L-M Adjustment Committees: A Handbook for State Rapid Response Specialists (USDOL, 1991)
Rapid Response Training Guide.  (National Dislocated Worker Rapid Response Workgroup, Oct.  2000)
Exemplary Model of Triage in a One-Stop Setting: Instructor Manual  (Developed by the New York Employment 
and Training Institute for the USDOL and New York Dept. of Labor, August 1997)
Committee Effectiveness Training (USDOL, 1989)
Coping with Unemployment: What to do when you/re out of work.  (Life Skills Education, 2000)
An Introduction to Stress. (Life Skills Education, 1999)
Making Ends Meet: The basics of family budgeting.  (Life Skills Education, 1998)
The Mature Resume: The resume with experience.  (Life Skills Education, 2000.)
Rapid Response Procedures Manual (Dislocated Worker Unit, Oregon Econ. Dev. Dept.)
Labor Retrenchment Issues Associated with State Enterprise Restructuring: Handbook (World Bank, May 1997)
Serving Workers in Transition: A Guide to Peer Support, AFL-CIO Human Resources Institute, 1995.
Starting Over: A survival guide for laid-off workers and their families, Center For Working Life, 1996.
Surviving a Layoff (Dahlstrom & Company, 1995)
The Job Hunting Handbook  (Dahlstrom & Company, 1995)
Coping with Unemployment (Steele Publishing Co., 1993)
A Guide to Managing Stress (Krames Communications, 1985)
Dislocated Workers Transition and Adjustment Workshop:  OUR PLAN FOR YOU IS WORKING (Utah Dislocated 
Worker Unit, Utah Office of Job Training, n.d.) 
“Managing Large Scale Labor Restructuring,”  (Unpublished Working Paper by Jolanta Hess, Sept. 1994)
Oregon Peer Support Train the Trainer Manual (Oregon Dislocated Worker Unit, October 1998)

Community Economic Renewal4.	  
Community economic renewal training and implementation manuals:

A Guide to Community Economic Renewal (GBH: Third edition, June and September 2000) 
Part I: CER Participant Workbook
Part II: CER Resource Handbook

Resource Materials:

Understanding Local Economic Development in the CEE/NIS Region: An Introduction, (Prepared by the 
Council for Urban Economic Development for dissemination at USAID sponsored conference: “Mobilizing 
Community Resources for Local Economic Development,” November 1998)
Mobilizing Community Resources for Local Economic Development: Report on a Regional Conference, Bucharest, 
Romania, November 1998.  
The Concept in Cooperation, (Tompkins Institute, University College of Cape Breton, 1991)
Finding and Evaluating Business Opportunities, (Vancouver Community College, July 1991)
Doing Business in Utah:  A guide to Business Information, (Utah SBDC, 1996)
Know About Business Training Package (International Training Center of the ILO, 1997)
Local Economic Development Case Studies (Prepared for the International Conference on “Mobilizing 
Community Resources for Local Economic Development,” Bucharest, Romania, Nov.  9-12, 1998.) 
Venture Development Basics: A Workbook, (Westcoast Center for Development Mgt., 1991)
Steps to Starting a Worker Co-op  (Center for Cooperatives, UC Davis and NW Coop Fed.,1997)
Participatory Employee Ownership: How it Works.  (Worker Ownership Institute and Ohio Employee Ownership 
Center, 1998)
Business Plan Pro 4.0 (Palo Alto Software, 2000)
Employment Action: A Practical Manual.  (Commission of the European Communities, 1992)
Community tourism assessment handbook (Western Rural Development Center, Utah State University, 
1996)
Conducting a community audit of workforce development needs and resources in your community.  (USDOL, 
ETA, Office of Adult Services, August 2000)
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Appendix C: List of Acronymns 

ACTWU			   Amalgamated Clothing and Textile Workers Union

AFL-CIO			  American Federation of Labor-Congress of Industrial Organization

BPSC			   business promotion and support center

CEE			   Central and Eastern Europe

CER			   Community economic renewal

CIAS			   Canadian Industrial Adjustment Service

DWU			   dislocated worker unit

ECONTHAI		  An employer association in Thailand

IA			   industrial adjustment

IAS			   industrial adjustment specialists

ILO			   International Labor Office

L-M			   labor-management

LMAC			   labor-management adjustment committee

LMAT			   labor-management adjustment team

LMC			   labor-management committee

NGO			   non governmental organization

PI/CS			   productivity improvement/cost saving

RAC			   reemployment assistance committee

RR			   rapid response

RRWA			   rapid response worker adjustment

TC			   transition center

USDOL			   United States Department of Labor

US			   United States

USA			   United States of America

WARC			   worker assistance resource center
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