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THE HUMAN ELEMENT OF RIGHT-SIZING - B P EXPERIENCES 

1. Context 

Successful companies do not operate in a vacuum; they must respond to the 

external environment. The UK motorcycle, car and shipbuilding industries are 

examples of industries which failed to respond to changes in the external 

environment. To be successful, companies must be prepared to change. 

Since 1989, BP Exploration has been engaged in a world-wide repositioning 

exercise to improve its business performance. Despite a 40 percent fall in average 

oil price, our profitability and revenues have both grown, while the workforce has 

more than halved. • We are now able to test ourselves against price assumptions as 

low as $ 14 a barrel and make as good a return as we were when it was nearer $ 20. 

But it still remains a challenge to improve our industry's relatively low return en 

capital investment for the risks involved. 

Downsizing is a fact of life for the industry majors. It's brought about by the 

impact of technology, better management practices and partnership with outside 

contractors. We ought to be open and positive about it and recognise the 

opportunities it brings. It stimulates the development and growth of numerous 

support services, directly or indirectly linked to the oil and gas industry. 

2. Getting Started 

Clear communications about the reasons for reductions and the process to be 

followed will go some way towards ensuring employee understanding of the need 

for downsizing. Employees are often ahead of management in recognising what 

needs to be done (eg. closure of our Glasgow office), but require leadership 

commitment to a "firm but fair" outcome. 

An early meeting (Open Forum) to take staff questions, even if all the answers are 

not yet available, helps to creating a sense of sharing and involvement in"the 

organisation. Employees appreciate being treated as adults and will respond in 

kind. 

The Chief Executive's job is to be a visible champion for the transformation, 

articulating the context and rationale for the new order. We have found it helpful, 

if not essential, to appoint a Transition Management Team - a group of senior 
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employees who commit all their time and energy to managing the change process. 

When the job is done, the TMT disbands. The leader of this group must have 

talent and the respect of staff, must have a clear understanding of the long-term 

vision of die company, a thorough knowledge of the business, and have the 

confidence of the CEO. 

The key factors to making a successful start to downsizing are clear objectives, 
open communicat ion, leadership involvement, simplicity, firm but fair 
process and a realistic timetable. Staff have every right and expectation to 

understand the reason for downsizing and that the outcome will follow from due 

process. A process which has not been conducted behind closed doors. 

3. Due Process 

The process should involve .'staff from all the affected business units. Our recent 

exercise in Norway entailed a complete line review of all current tasks and 

processes, based on a common set of questionnaires. In effect, we asked each unit 

to start with a notional blank sheet of paper. What do we need, or not need, to do 

in today's world? What tasks can be better done by a different process or bought 

from the market place? Can we share with others and hence reduce overheads? 

This form of analysis, managed by die Transition iManagement Team, clarified 

manpower requirements and the phasing required to reach a recommended "zero 

base". 

This line review must be backed by external challenge, provided by the TMT. Not 

because the line will hide key facts or avoid fundamental issues knowingly - but 

because the existing staff may not see all the options open to them, being too 

solidly grounded in the existing paradigm. 

Communications must be a priority for every manager at every level of the 

company. If there is a single rule of communications, it is this: when you are so 

sick of talking about something that you can hardly stand it, your message is finally 

starting to get through. If the task force chooses hot to inform the rest of the 

organisation about its work, it is saying, "We're busy figuring out your future - we'll 

tell you what it is when we're ready". This puts the rumour mill into high speed 

and can quickly create a non-cooperative environment. 

When we decided to examine the option to outsource our Finance and Accounts 

function we quickly informed the unit's employees. We told them that the 
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decision would take about four months to make, invited their input, and promised 

to give them regular updates. 

The ranking criteria to identify surplus staff must be consistent with legal 

requirements and tariff agreements. Proper weighting needs to be given to the 

skill requirement, competency, potential and social issues, in addition to length of 

service. Time spent understanding and respecting workers' rights, by way of 

"works council" consultation and union representation should be regarded as time 

well spent. Being able to demonstrate a constructive dialogue right from the start 

can be an advantage should litigation occur. 

People should be told their futures as close as possible to the announcement of 

any redundancy programme. Programmes announced in general terms followed 

by protracted periods of limited information create confusion and unnecessary 

uncertainty. Cut the umbilical cord as quickly and effectively as possible. The 

sooner the individual understands that they are no longer part of the company, the 

better they can plan and respond to the new challenges rather than the old. 

People who decide to leave the organisation should be able to depart with their 

heads held high. The new covenant is about empowering people so they have job 

choices when circumstances change and can depart via a no-fault exit. 

Voluntary programmes with an option to exclude certain categories of staff are 

BP's preference. In this type of programme it is essential to give clear messages to 

those key employees that the Company wishes to retain their services. 

Severance packages should not be seen as a means of dealing with performance 

issues, absenteeism, etc. These issues need to be dealt with outside the severance 

terms, otherwise the package becomes a reward for poor performance. 

4. Implementat ion 

Effective outplacement assistance is very helpful both in finding- alternative 

employment and in dealing with the emotions. Line Managers often need 

assistance in dealing with individuals - both telling them the news and dealing with 

their feelings. We have found it helpful to give training in preparation for meetings 

with individuals who are to be told that they are redundant. 
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We accept that current employees, potential employees and educational 

establishments providing advice to students, no longer see BPX as a job-for-life 

employer and there are questions about our ability to provide good career 

development opportunities. Nevertheless, most have understood the necessity 

for downsizing and it is unlikely that our reputation in this regard will be seen to be 

any different to the reputation of our competitors - a view reflected in the media 

coverage of the BP downsizing programmes. 

Former employees' view of die Company as an employer are in part conditioned 

by the extent to which they felt disadvanged by being made redundant. The very 

high proportion of former BPX staff who have secured alternative employment or 

have set up as independent consultants suggests that most have dealt effectively 

with their change of career and may feel more comfortable in an environment 

better suited to their individual skills and personal objectives. 

The range of feelings is wide, however, and will embrace considerable elation in 

those who quickly take up a new job (with the added bonus of a severance 

payment) to despondency for those experiencing loss of status and difficulty in 

securing alternative employment. 

Reputation in the eyes of former employees is also affected by the way in which 

their severance from the Company has been handled. Anecdotal evidence 

suggests that most downsizing has been handled professionally and with 

considerable care. Positive comments received from outplacement organisations 

reinforce this view. 

"Survivors" often question "who are the winners?" when they see leavers gain 

similar, or better, alternative employment and the redundancy package. 

Appropriate Management time and effort needs to be put into dealing with the 

feelings of uhose retained, as well as the redundant population. Our commitment, 

while people are with the company, must be to provide them with a workplace of 

high reputation, where they can acquire worthwhile skills as well as a decent 

remuneration. 

5. Regaining Competitive Momentum 

Two underlying principles - continuous cost reduction and open communication -

need to be established or reinforced as a "way of life". Individual responsibilities, 

working methods and working relationships will change and the transition to new 

4 



J. W. HOLLIS Reference Number: E4 

arrangements must be carefully managed. Our experiences tell us, quite 

categorically, that staff prefer to "move on" as quickly as possible. Yesterday's 

news quickly becomes history. 

People want to know what to expect in any organisation. They want predictability. 

Under the old phychological contract between the company and its employees, 

predictability consisted of an implicit agreement in return for years of service, 

tenure, and loyalty, the employees could count on employment. A career path 

was relatively predictable. 

In today's world, that old contract is broken and needs to be rewritten. Not only 

is the guaranteed career path gone, but so is the guarantee of employment. In this 

context, people are still looking for predictability, but it has to take a different 

form and apply to different situations. Clarity of vision, objectives, intentions and 

honesty regarding employment ground-rules help staff to predict and influence 

what happens to them. In BP we call that Personal Development Planning. 

Repeat downsizing exercises, solely to reduce staff overheads, should be avoided if 

at all possible. Striving for Continuous Improvement and the Next Level of 

Performance through process improvements may produce solutions requiring 

further downsizing, outsourcing or partnering. Downsizing per se is not the 

answer to improved business performance. It is simply a product of the 

processes that we use in seeking to thrive as a successful enterprise in today's 

competitive world. 
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