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Hewlett-Packard to Lay Off 14,500 to
Save $1.9 Billion
By GARY RIVLIN
Published:  July  19, 2005

SAN FRANCISCO, July 19 - Hewlett-Packard
announced today that it will lay off 14,500
workers, or nearly 10 percent of its staff, over the
next 18 months as part of a restructuring plan that
the company's executives hope will turn around the
fortunes of the giant computer and printer maker.

The cuts come four months into the
tenure of Mark V. Hurd, who took
over as chief executive on April 1.
Mr. Hurd was named to lead the
company after the board dismissed
Carleton S. Fiorina for failing to
carry out the ambitious corporate
strategy that she had crafted to
compete with the likes of I.B.M.
and Dell Computer.

The company also announced that
starting Jan. 1, it would no longer
contribute to the pension plans of
its domestic employees.

The majority of those losing their
jobs in the coming months work in
support functions, like human
relations and finance, or in areas
executives have identified as
redundant, Mr. Hurd said. The
remainder of cuts will be felt across
the company, which sells
everything from personal
computers, plasma televisions and
digital cameras to the multimillion-
dollar computing systems large
corporations use to operate central
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Associated Press
Mark V. Hurd was hired as chief executive
in March.

corporations use to operate central
data centers.

Despite calls by some financial
analysts to jettison one or more
business units, or even to cleave the
company into two, Mr. Hurd said
Hewlett would be sticking to its
strategy of offering a full range of
digital products and computer
services to businesses and
consumers alike.

"Our objective is to create a
simpler, nimbler H-P," Mr. Hurd
said in a conference call with
financial analysts early this
morning.

The job cuts are expected to save
the company $1.6 billion annually.
The company slashed 17,900 jobs
after its contentious $19 billion
purchase of Compaq Computer in
2002. "The big news here is that
there will be less cuts in the product
groups, like imaging and printing,
or personal systems - which is all
your computers - or research and
development, which is what H-P

has built its entire business on throughout its history," said Sam Bhavani,
an analyst at Current Analysis in San Diego who has been following
Hewlett for six years.

By freezing its pension plan, Hewlett becomes the latest in a series of
companies to halt growth or completely end the traditional retirement
plans. Those now receiving a pension will continue to do so, Mr. Hurd
said, and those close to retirement will not be affected, but starting next
year the company will end its pension program. In exchange, the
company will increase its matching contribution to the 401(k) accounts of
its employees from 4 percent to 6 percent.

That change will save the company an additional $300 million annually,
said Robert P. Wayman, the company's chief financial officer.

Mr. Hurd said that although the company will embark on a voluntary
retirement program, "the majority of the head-count reductions will be
achieved through involuntary actions." He would provide no details on
the geographical distribution of layoffs except to say that the cuts would
be felt in the company's offices worldwide. The cuts "position us well to
leverage our portfolio," Mr. Hurd said. "However, hard work lies ahead
of us to get H-P's overall financial performance where it needs to be.

Hewlett also announced that it was dissolving its Customer Solutions
Group, a business unit that served large customers, including big
corporations and government agencies. The unit, a signature creation of
Ms. Fiorina, assigned sales people to serve specific customers rather than
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Ms. Fiorina, assigned sales people to serve specific customers rather than
along product lines. That approach allowed the company to avoid the
problem of having several of its sales people descend on the same
customer at once, but it also meant having a sales force that was not as
familiar with any specific group of products.

The change, Mr. Hurd said, will provide each business unit "with a
tighter link to the customer," and also provide the sales force with a
"greater line of sight into operations."
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