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What guidelines should employers follow when selecting employees to retrench?

The reasons for retrenchment may be based on the economic, technological,
structural or similar needs of the employer. It is necessary to look at each of
these reasons more closely.

o Typically, economic reasons given for the need for retrenchment. Such
reasons need not be confined to the current financial situation but could
include the company’s projected financial circumstances.

o Technological reasons advanced for the need to retrench often include the
introduction of new chemical formulas, equipment, computer packages,
electronic systems and techniques that might reduce the need for Labour.

o Structural reasons advanced for the need to retrench include the need to
flatten the management structure or to switch from a functional corporate
structure to a project based structure.

When a retrenchment exercise is inevitable, the choice of which employees to
retrench will depend on the situation.

If the company is adjudged bankrupt and receivers have been appointed by a
court to take control of the company’s affairs, it is likely that many of the
employees will be retrenched.

The company may even close down entirely.

The Code of Conduct for Industrial Harmony (“Code”) provides guidelines on the
best practice for retrenchment exercises.

Although it is not legally binding, if the employer fails to comply, it may become a
factor considered by the Industrial Court in determining whether the
retrenchment exercise was carried out in a fair manner.

The employer should select employees to be retrenched in accordance with
objective criteria.
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Such criteria, which should have been worked out in advance with the employees
representatives or trade union may include:

) The need for the efficient operation of the establishment or undertaking

b) Ability, experience, skill and occupational qualifications of individual workers
required by the establishment or undertaking under (a)

) Consideration for length of service and status (non-citizens, casual, temporary,
permanent)

d) Age

e) Family situation
f) Such other criteria as may be formulated in the context of national policies
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