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Containment of costs vs. investment in human capital/potential
[bookmark: _GoBack]Too many corporations of today sacrifice their labor force much too quickly in the face of short-term economic losses.  Instead of investing in a workforce the employers of today will boost quarterly margins by sacrificing their labor force for several reasons of which the leading one is that it shows an immediate benefit in reduction of overall costs to the company.
In many instances Employers I the private nonfarm sector will layoff workers and then hire them back within a few months, this will save them capital in the short term due to the structure of benefits in the United States1.  Employee benefits go beyond the hourly pay, the company will have to pay taxes for each employee and typically has optional benefits where the company will contribute to items such as medical, dental, retirement, and vacation.  As we look at the cost of various companies the savings per employee can be minimal to extreme, but in almost every case it is a savings.
“Often, when businesses come into rough financial times, they consider layoffs as an easy way to boost the bottom line. Cut some overhead and reap the rewards, right? Not always. Layoffs often don't pay off, according to Bill Bliss, founder of Bliss & Associates, a human-resources consulting firm based in Fort Wayne, N.J. "Layoffs actually wind up costing more in the long run," he says.”2
Due to fluctuations in a market as sales decline and production slows maintaining the same workforce can’t be expected unless we can anticipate that sales and production will rise in a manner that is timely enough to carry the extra expense over and consider it a long term solution instead of a short term need.  Obviously if a company is losing money due to a bloated or inefficient labor force, the employees should be better utilized, restructured, or retrained.  It is much easier to remove an employee instead of making a business plan or strategy to evaluate each individual and determine the best way to reinvest in his or her continued effective contribution to the business.  Most of the layoff events in this country in the private sector deal with work that is contractual, construction based, or seasonal.  
It would seem that a consideration that many companies should take into account for a positive and ethical business model is that if your labor force has an expected expiration date it would benefit both the company and employee to find complimentary services that they could utilize their workforce for that could easily be transitioned from one season or job event to another within reason.  An example of how a company could do this would be a company that does landscape work in the warmer seasons, but is based in a location where for several months it must deal with snowfall; the company could utilize the same labor force to perform snow removal services as it does to clear yard waste and maintain landscaping.
Not only are reductions in the labor force for each company hard on those involved, the cost of replacing them when the need for more labor arises is in itself a barrier and inefficient expenditure that the business must absorb.  The costs for layoff are higher than the short term benefits of reductions in most cases if you consider recruitment, training, lost productivity, and lost sales.
“It should be noted that the costs of time and lost productivity are no less important or real than the costs associated with paying cash to vendors for services such as advertising or temporary staff. These are all very real costs to the employer.
These calculations will easily reach 150% of the employee’s annual compensation figure. The cost will be significantly higher (200% to 250% of annual compensation) for managerial and sales positions.”
To put this into perspective, let's assume the average salary of employees in a given company is $50,000 per year. Taking the cost of turnover at 150% of salary, the cost of turnover is then $75,000 per employee who leaves the company. For the mid-sized company of 1,000 employees who has a 10% annual rate of turnover, the annual cost of turnover is $7.5 million! 3
In conclusion I feel that if businesses of today in the United States stopped worrying about the short term effect of the economy and watched the long term results of having a well trained, and loyal employee base everyone would benefit.  Organizations that didn’t have to capitulate to knee jerk reactions due to fluctuations of a chaotic environment of the short term short sighted layoff method could create employment standards that would last in a long term market strategy.  All parties would benefit and it would bring more stability to companies, employees, and the market in general.
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