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Problem Situation:

Carl Sampson's data processing programming unit has enjoyed the reputation of superior performance for over three years.  His is the only programming unit in the company, but Carl has visited with peers in others companies to obtain performance information and has set challenging standards for his programmers.  The unit has been able to meet or exceed every standard he has set.  There are eight employees in the unit, all of whom are considered to be highly motivated and well above average performers.  The unit has enjoyed very low turnover; in fact, five of the eight employees have over twenty years service with the company.

It's budget time.  Carl has just been advised by his manager that the economy is heavily impacting the company's business and that although they have had the luxury for many years of not having to be concerned about expenses, current conditions are forcing the company to economize wherever possible.  The costs to run Carl's unit must be reduced 20%.

Salaries in the unit represent over 60% of the total cost.  A logical action would be to reduce the unit by one or two employees, but each employee plays an important part in keeping the unit's productivity high.  All eight have worked together as a unit for so long now that they have developed very close relationships off the job as well as at work.  Many of the employee's families have become close and some have scheduled vacation trips together.  Carl is concerned that terminating any of the employees would cause a serious morale problem among the remaining employees.

A quick review of the remaining elements of expense reveals that due to anticipated cost increases by vendors and internal allocation increases for computer time, the projected cost to produce exactly the same output as last year will be 11% higher.  Based on these considerations Carl can't figure out how to hold the costs level, much less reduce them 20%.

What would you do if you were in Carl's position?
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