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Executive summary 

Effectively managing employee terminations

One of a manager’s most diffi cult tasks is dealing with the termination of an employee, regardless 

of the reasons. In addition to the impact it will have on the employee being let go, a termination 

can have repercussions throughout the workplace. Given all of the negative effects of a termination, 

the best way to handle such a situation is to avoid having to make adverse termination decisions. 

Many terminations are the result of poor hiring decisions or ineffective management of employees. 

Nevertheless, even the most careful hiring and effective management practices cannot prevent 

the occasional need to terminate an employment 

relationship. And while situations involving employee 

terminations can be stressful, an employer can 

minimize the negative impact on the company and 

the individual involved through defi ned processes and 

procedures. Proper planning also can help in avoiding 

costly lawsuits and other legal issues related to the 

termination of employees.

Employee terminations fall into several general types, each of which can be handled more effectively 

by focusing on key practices that have proven to be effective at companies of all sizes. 

General terminations guidelines

• Communicate effectively — Provide employees with a clear explanation of what is expected.

•  Have a process in place — A formal termination process should include a checklist to be completed 

by the manager for any type of termination.

•  Comply with legal requirements — Be sure to understand the legal issues involved in employee 

terminations and seek legal counsel when necessary. 

Voluntary terminations

•  Avoid the resignation of good employees — When it is in the best interest of the organization, try 

to avoid a resignation by working out differences or issues with the employee.

•  Create a plan for departure — Immediately after notifi cation by the employee, begin planning for 

replacement, training and reassignment of responsibilities.

•  Conduct an exit interview — Be sure to use an exit interview template to ensure that you get 

answers to important questions, including the most obvious one: Why is the employee leaving?

The impact of employee
terminations can be

minimized through defi ned
processes and procedures.
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Terminations for economic or business related reasons 

•  Fully evaluate the situation — Before you reduce your workforce, be sure that a workforce 

reduction is needed and that the right people in the right numbers are being let go.

•  Communicate effectively — Inform departing employees, as well as those who will remain, 

the reasons for the reduction and, most importantly, provide appropriate notifi cation to 

departing employees.

•  Demonstrate respect — Show departing employees that you value their work by providing 

assistance such as severance packages or outplacement counseling.

Terminations for cause 

• Clearly outline expectations for employees.

• Clearly outline the consequences of not meeting those expectations.

•  Use a progressive discipline system to be sure that employees are given ample opportunity to 

improve before termination.

•  Be aware that some actions constitute gross misconduct and are ample justifi cation for immediate 

termination without giving the offending employee the benefi t of progressive discipline.

Minimizing the impact of employee terminations 
 
Nobody likes to lose a job — and nobody likes to be the person who has to deliver the news. 

It’s a stressful situation that everyone involved would prefer to avoid, regardless of the reason for 

the termination. Beyond the personal pain involved for both the employer and the employee, 

terminations also have a tangible business cost. The expense of training the employee is lost, 

terminations often involve severance packages, there are administrative costs, and there can be 

legal expenses as well. All of these reasons provide compelling motivation to adopt hiring and 

employment practices that help avoid the need to terminate employees.

No matter how effectively a company manages its 

employees, however, circumstances will inevitably 

arise that will require a termination of an employment 

relationship. How that termination is handled can 

have a major effect on the impact the termination

has on the employee, the employer and the 

entire workforce.

There are several general reasons why an employee would leave an organization:

• Voluntary termination.

• Termination for economic or business reasons.

• Termination for cause.

Handling terminations
effectively can mitigate

their negative impact on
the employee, the employer

and the entire workforce.
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The latter category is the one that comes to mind most readily when managers think about 

terminations. Termination for cause involves situations where an employer, for reasons related to 

the behavior of the employee, has cause or reason to end the employment relationship. The other 

two categories may not receive as much attention, but they should, because they require equally 

thoughtful handling. Voluntary terminations involve situations where an employee decides to leave 

the organization on his or her own in the form of quitting or resigning. Terminations for economic 

or business reasons involve situations in which the business must reduce its workforce to stay 

competitive or survive.

General guidelines

Each of the three types of termination is unique and requires a different set of processes, but there 

are some general guidelines that can minimize the negative impact of terminations of all types.

Centralizing the termination process

For employees to regard policies as fair, those policies must be administered consistently across the 

workforce. If possible, terminations should be channeled through a human resource professional. 

In smaller organizations, termination decisions should be handled by a designated individual 

suffi ciently high in the management structure with authority to overrule frontline managers, if 

necessary. By having a centralized process, uniformity and consistency are likely to be achieved.

Familiarizing supervisors with policies and procedures

Prior to making any termination decisions, management should be familiar with the organization’s 

established standards of conduct and disciplinary procedures, including any work rules or 

progressive discipline systems. It is also important for managers having the authority to terminate 

others to be adequately trained. If managers are trained, they are more likely to act on a 

consistent basis.

Management tip — 

An offi ce policy or employee handbook is an appropriate place to document expectations 

and processes. The information can be available on the Web or given to each employee at 

the time he or she is hired.

Providing communication

Proper communication is essential and should be in place long before a termination becomes 

necessary. In addition to being applied fairly, a company’s policies must be clearly communicated 

to all employees. Employees should know what is expected of them and the consequences of not 

meeting those expectations. By clearly communicating expectations and consequences, employees 

will not be surprised by employer requirements or consequences of their actions.
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Creating a termination checklist

Regardless of the type of termination, a general process should be in place to ensure that necessary 

actions are completed both prior to and immediately following the departure of an employee. 

It may be helpful to create a checklist that a manager can complete throughout the termination 

process so that no important item is missed. Items on the checklist will differ based on the type of 

termination and the type of organization, but in general the list should look something like this:

 Basic termination checklist 

 Prior to departure

  Exit interview completed

   Letter of resignation received

  Keys or ID badges turned in

  Computers or other equipment or tools turned in

  Signatures and necessary paperwork completed

  Important projects, tasks, fi les and information transferred

  Prepare fi nal paycheck

  Determine fi nal benefi ts status

   Reconcile outstanding payroll issues (including vacation or paid time off, advances, 

loans, overpayments, etc.)

 Immediately following departure

  Computer access and passwords terminated

  Necessary changes made to health insurance and benefi ts

  Necessary paperwork fi led

  Transfer of projects and responsibilities completed

  Discuss transfer of projects and responsibilities with remaining employees

Legal issues

Employers must be sensitive to the legal issues involved in each type of termination and should 

consult with knowledgeable legal counsel to ensure they are complying with all requirements.

An example of a legal requirement regarding terminations is the Worker Adjustment Retraining and 

Notifi cation Act, a federal law that generally requires organizations with more than 100 employees 

to give 60 day’s notice before a mass layoff or plant closing involving more that 50 people. Penalties 

for violation of this law include back payments and other consequences.

There are many other legal requirements, and they can’t all be listed here, but this example clearly 

shows their importance and the damaging consequences of ignoring them.

While good communication in the form of employment policies and an employment termination 

checklist, as well as understanding legal requirements, are all important, the different types of 

terminations are unique and require specifi c efforts to be implemented effectively.
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Voluntary terminations

From a management perspective, voluntary terminations are the least stressful, because it is the 

employee who is choosing to leave. But it would be a mistake to underestimate the impact of a 

voluntary separation. It can cause a company signifi cant problems, including the loss of a good 

employee, although many problems can be minimized through appropriate practices.

Reversing the decision

The fact that an employee has indicated his or her intention to leave the organization does not 

mean that the decision is fi nal. If the employee is valuable to the organization, an effort should be 

made to determine if the termination could be avoided. An offer to adjust compensation, schedules 

or responsibilities often can convince the employee to stay. Obviously, the decision to make these 

changes should be weighed against the value of the employee to the organization. But keep in mind 

that the impact of losing an employee — especially a key employee — can be high, and alternatives 

should at least be considered.

Minimizing the business impact

If the employee’s intention to leave either cannot or should not be changed, then plans should 

begin immediately to ensure that the impact on the business is minimized. In a small business, each 

employee is important to the company, and the loss of even one can result in additional workload 

for others and even the loss of important clients or projects. A smooth transition is essential to 

minimize the potential for these problems. It can be accomplished by working with the terminating

employee to effectively plan for his or her departure. 

Items included in a departure plan will vary by 

the amount of time before the departure and 

the willingness of the employee to help. The 

ideal situation would be that the employee is 

willing to stay until a replacement is found and 

trained. Regardless of the time available, plans for 

replacement of the employee and a prioritization 

of responsibilities and, if necessary, the assignment of those responsibilities to others in the fi rm, 

should begin immediately. If the employee is not able to remain to train a replacement, then to 

the extent possible, training of employees assigned for the interimand even negotiation of the 

employee’s return in the future for training or availability for consultation could be considered. 

The goal in this situation is to act quickly to ensure that the impact to remaining employees as well 

as clients or customers is minimized.

Conducting an exit interview

Beyond the impact created by the voluntary termination itself, a decision by an employee to leave 

could be a symptom of other problems within the organization. It is important, therefore, to 

understand the employee’s reasons for leaving. If the primary reason is found to be problems in the 

company or its management, knowing this can help you make the necessary changes to eliminate 

the problems — and possibly avoid additional voluntary terminations. Exit interviews are an effective 

way to discover these issues, and you should perform one with every voluntary termination

prior to the employee’s departure.

Planning for an employee’s
departure is especially crucial
for a small business, because

the loss of even one employee
can have a signifi cant impact.
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 Exit interview basics
 
 •  In conjunction with the interview, have the employee fi ll out an exit interview form

for your records.

 •  An exit interview should include questions about the employee’s reasons for leaving, 

likes/dislikes about the job, feedback about supervisors, suggested job or workplace 

improvements, etc.

 • Meet personally with the employee and discuss the questions on the form.

 •  Obtain a letter of resignation, signed by the employee, stating that he or she is voluntarily 

leaving the organization.

 • Use the opportunity to collect keys, ID badges or other items from the employee.

 •  Use the opportunity to discuss any confi dentiality, non-solicitation or non-competition 

obligations, if appropriate.

Termination for economic or business reasons

No organization is immune from economic factors and business circumstances that may make it 

necessary to terminate employees. Reduction in demand, the addition of new technology or actions 

by your competitors are just a few of the factors that may require a workforce reduction. While your 

fi rst concern is for the employees being released, research has shown that workforce reductions in 

the form of layoffs can also have a lasting impact on the employees who remain.1 Because of this, 

it is important that the decision to reduce your workforce for economic reasons is made only after 

a careful, fact-based evaluation of the situation. If there appears to be no viable alternative to a 

workforce reduction, several steps can be taken to mitigate the negative impact on your company 

and the remaining employees.

Step 1 — Thoroughly investigate the situation.

In addition to verifying the need for the workforce 

reduction, your investigation should include fully 

understanding the underlying factors that created 

the situation as well as an accurate estimate of how 

many and which employees you will need to let go to 

ensure the company’s viability. Ensuring that the right 

employees in the right numbers are terminated helps protect against having to rehire in the near 

future or discovering that employees possessing knowledge vital to the operation of the business 

have been laid off. While miscalculating the size of the reduction or which employees to terminate 

can be expensive down the road, the short-term cost of layoffs can also be high. It is important, 

therefore, to investigate the cost of a workforce reduction, because terminating employees for 

economic reasons is not always a viable option for saving money in the short term.

Termination tips

 do don’t 

 Show employees proper respect  Violate employee privacy

 Have a manager make the notifi cation  Make the notifi cation by telephone or email

 Make the notifi cation in a private setting  Rush through the meeting

Research has shown
that layoffs can have a 
lasting impact on the 

employees who remain.
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Step 2 — Establish a reduction in force plan.

Once the investigation is complete, it is important to document the reasons for undergoing a 

reduction in force and prepare a reduction in force plan. The plan should highlight the reasons 

certain employees are selected for the workforce reduction, such as seniority, job skills or outsourcing 

of functions. The plan should also set forth the procedures to be used. Including an approximate 

time line for actions and communications to be completed can also be helpful in making the 

workforce reduction run as smoothly as possible for the business, the employees being terminated 

and the employees who will continue to work for the company.

Step 3 — Communicate effectively.

After you have determined that a reduction is needed and which employees need to be let go, you 

must effectively communicate those fi ndings to your employees. While privacy issues and business 

needs may dictate, to a certain extent, what you are able to communicate, it is better to be up front 

and open with employees regarding the reasoning behind the reduction and the processes through 

which the terminations will take place. This is especially important when notifying those employees 

who will be losing their jobs. Proper respect and care must be shown in this process. Notifi cation 

by telephone or email does not show respect or understanding. Employees should be notifi ed by a 

manager, preferably someone with whom they are familiar. The notifi cation should take place in a

private setting, and suffi cient time should be taken to ensure that the employee understands what 

is taking place and the process by which it will take place. Employees also should be given adequate 

time to get answers to any questions they might have. Effective communication will not eliminate 

the strong feelings on both sides that will be present during these situations, but it can reduce 

stress-related problems.

Step 4 — Leave a good fi nal impression.

The way employees are treated both during and after the workforce reduction will have an impact 

on the relationship your company has with the terminated employees, with the community and 

with your remaining employees. It is important to demonstrate that you respect and appreciate the 

work that was done by departing employees and are concerned with their well-being. Two ways 

that this can be accomplished are through severance packages and outplacement counseling.2

Severance packages provide departing employees with a payment and/or benefi ts to help them 

transition into new employment. Often these packages are based on tenure with the company. An 

example of a severance package might be one week of additional salary and benefi ts for every year 

of service, up to three months. These payments help employees meet their fi nancial responsibilities 

as they seek new employment and demonstrate to departing and remaining employees alike that 

you are concerned about the future of your employees.

Outplacement counseling is usually provided by an outside fi rm that offers training and counseling 

to departing employees to help them to secure new employment. While outplacement counseling 

does not guarantee that departing employees will fi nd employment, it can be a valuable tool that 

once again demonstrates your commitment to both departing and remaining employees.

Management tip — 

Have new employees sign a document stating that they have been given a copy of 

the employee handbook and have read and understand its contents. This ensures that 

employees are aware of your expectations, making enforcement of those expectations easier.
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Step 5 — Prior to implementing terminations for economic reasons, consult legal counsel or a 

human resource professional.

Consulting legal counsel or a human resource professional on the front end of a reduction in force 

can often reduce the potential risks that may arise. In addition to reviewing an overall reduction in 

force plan and discussing potential laws that might be implicated, legal counsel can assist employers 

in analyzing selection criteria to ensure that each termination decision is based on the best criteria 

possible for the situation — or assist the business in validating any selection criteria that have a 

disparate impact on a protected class of individuals.

Termination for cause

Termination for cause is probably the most diffi cult type of termination for employees as well as 

managers, because it involves taking disciplinary action against the employee as a result of behaviors 

that are not in line with company policies or work expectations. It is very personal and very stressful. 

As with all terminations, the best way to handle these situations is to avoid the termination in the 

fi rst place. Terminations of this kind are intertwined with the overall disciplinary system of the 

organization and represent the most drastic step that an employer can take. It is, therefore, in 

everyone’s best interests for employees to have ample opportunity to improve before termination.

 Elements of an effective discipline policy
 
 •  Discipline, especially if it could potentially lead to termination, should be consistent

across all employees.

 •  Each employee should be confi dent that the rules and consequences are the same for

him or her as they would be for anyone else in the organization.

 •  Discipline should be timely. If an infraction to the rules of an organization takes place, 

then the consequences for that infraction should be immediate.

 •  Requirements should be clear and measurable so that performance against those 

requirements can be objectively assessed.

 •  Expectations and consequences for not meeting expectations should be 

clearly communicated.

Discipline policy

Even under the best of circumstances, it will be necessary from time to time for managers to 

terminate employees whose conduct is not acceptable. A key to creating a fair environment in your 

business is to set up a discipline policy that is consistent, timely and objective. The rules, policies and 

regulations for your organization should be clearly communicated to all employees.

An employee handbook or book of company rules and policies can be posted on the Web or 

otherwise made available to every employee. Included in that handbook should be policies related 

to common problems that can lead to discipline or termination such as tardiness, poor work quality, 

absenteeism, sexual harassment and theft of company property or supplies.
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In addition to clearly communicating the expectations of the organization, it is important that you 

clearly communicate the consequences for violating those expectations. This makes it much easier 

for you as an employer to consistently administer discipline in the organization. Employees should 

never be surprised when disciplinary action is taken or they are terminated for their actions.

One effective technique in this regard is called progressive discipline. Under a progressive discipline 

system, employees receive consequences that increase in severity with each repeat offense. This 

process is slow and methodical, but it ensures that the employer takes every opportunity to help 

the employee improve, and the employee is given every opportunity to improve before termination 

takes place. On the next page is an example of steps that might take place in a progressive 

discipline system.

Progressive discipline process

 

 Verbal
warning

Written
warning

2nd Written
warning

(Note in file)

Suspension
(Note in file)

Termination
(Retain all

disciplinary
documentation

in file)

(Note in file)

With such a system, most employees will be able to alter their behavior before termination, thus 

helping you avoid a diffi cult situation. Progressive discipline also helps you to be consistent, timely 

and objective in the discipline of employees. Employees will be aware of the disciplinary process, 

and its effectiveness will help create a sense of fairness.
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Gross misconduct

On occasion, an employee may exhibit behavior so extreme or offensive to the employment 

relationship that immediate termination may be justifi ed. The legal literature often refers to this as 

gross misconduct, which entails conduct by the employee that is suffi ciently outrageous that you 

as an employer are not comfortable having the employee return to work. The complete legal 

defi nition and case law surrounding gross misconduct is too extensive to present here, but some 

examples include:

 • Theft.

 • Fraud.

 • Assault.

 • Deliberate damage to company property.

 • Major abuse of email or Internet policy.

 • On-the-job abuse of alcohol or drugs.

 • Serious negligence resulting in unacceptable loss, damage or injury.

 • Major insubordination.

 • Violation of the company’s policy against discrimination, harassment and retaliation.

In these types of cases, the employee should be notifi ed of what is taking place and then escorted 

from the premises, if possible, with all access rights or ability to return rescinded at that time.

Documentation

Good disciplinary and discharge systems are based on good documentation. No discipline, 

including termination, should be given without adequate documentation of the need for such 

discipline. Documentation often plays a key role should a company later need to defend a 

termination decision.

Delivering notice of termination

Delivering bad news to an employee, such as their termination from employment, is never easy. 

Indeed, it is common for problems to develop out of an employer’s improper handling of the fi nal 

interactions with an employee who is terminated for cause. In order to help lessen the likelihood of 

such problems, consider the following:

 • Have the direct supervisor arrange to have a private meeting with the employee.

 • Consider having a second management employee or human resource professional present.

 •  At the meeting, explain the fact that the employee is being discharged. Do not postpone 

delivery of this message or “beat around the bush.”

 • Briefl y give the reasons for the employment decision — be honest.

 • Avoid stating insignifi cant reasons to try to bolster the decision.

 • Keep the meeting short and factual to avoid confrontation.

 • Avoid counseling at this point; it should already have taken place.

 • Be nice, but do not compliment the employee to avoid hurting his or her feelings.

 • Listen for potential problems, including potential discrimination or retaliation.

 • Never accuse an employee of a crime or having a bad character. Stick to the facts.

 • Be prepared to change your decision if discharge is not appropriate.

 • After the meeting, write up the fi nal notes of what was said by each party.

 • After the meeting, allow the individual to collect his or her personal items from the offi ce.
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Post-discharge

Employers must also be sensitive to their actions after an employee is terminated. Terminations 

should be kept as confi dential as possible. Anyone concerned with the termination should be 

instructed not to discuss the discharge or the circumstances surrounding it, except to those with a 

true need to know.

It is also important to establish procedures for handling post-employment inquiries, such as 

reference checks. Having a central source for such information is often helpful in processing such 

requests and in ensuring that only the appropriate information is disclosed. In order to avoid 

potential claims, only the names, dates of employment and position held should be provided to 

potential employers or other third parties, absent a subpoena or governmental order.

Conclusion 
 
Employee terminations are an unfortunate but sometimes necessary part of a manager’s duties. 

While dealing with the termination of an employee will never be a pleasant experience, advance 

planning and established procedures can ease the stress and help you minimize your exposure to 

legal problems, lost productivity, termination-related expenses and any lasting impact on employees 

who remain with your company.
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