
 

Big Tech is firing employees by the
thousands. Why? And how worried should we
be?
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Tech companies are always in the news, usually touting the next big
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thing. However, the tech news cycle recently hasn't been dominated by
the latest gadget or innovation. Instead, layoffs are in the headlines.

In the last year, more than 70,000 people globally have been laid off by
Big Tech companies—and that doesn't count the downstream effect of
contractors (and other organizations) losing business as budgets tighten.

What exactly led to this massive shakeout? And what does it mean for
the industry, and you?

What's the damage?

Since the end of the pandemic hiring spree, large numbers of employees
have been fired from major tech companies, including Alphabet (12,000
employees), Amazon (18,000), Meta (11,000), Twitter (4,000), 
Microsoft (10,000) and Salesforce (8,000).

Other household names share the spotlight, including Tesla, Netflix,
Robin Hood, Snap, Coinbase and Spotify—but their layoffs are
significantly less than those mentioned above.

Importantly, these figures don't include the downstream layoffs, such as
advertising agencies laying off staff as ad spend reduces, or
manufacturers downsizing as tech product orders shrink—or even
potential layoffs yet to come.

And let's not forget the folks leaving voluntarily because they don't want
to come into the office, hate their managers, or aren't keen on Elon
Musk's "hardcore work" philosophy.

The knock-on effects of all of the above will be felt in the consulting,
marketing, advertising and manufacturing spaces as companies reduce
spending, and redirect it towards innovating in AI.
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https://www.cnbc.com/2023/01/18/tech-layoffs-microsoft-amazon-meta-others-have-cut-more-than-60000.html
https://techxplore.com/tags/tech+companies/
https://www.reuters.com/business/google-parent-lay-off-12000-workers-memo-2023-01-20/
https://www.theverge.com/2023/1/18/23560874/amazon-layoffs-18000-january-november
https://www.forbes.com/sites/qai/2022/12/07/meta-layoffsfacebook-continues-to-cut-costs-by-cutting-headcount/?sh=6c80c2828456
https://www.reuters.com/technology/twitter-plans-further-layoffs-insider-2023-01-18/
https://www.cnn.com/2023/01/18/tech/microsoft-layoffs/index.html
https://techcrunch.com/2023/01/10/salesforce-turmoil-continues-into-new-year-as-recent-layoffs-attest/
https://fortune.com/2023/01/23/big-tech-layoffs-15-20-percent-next-six-months-top-analyst-says/
https://nypost.com/2022/04/01/apple-employees-say-theyll-quit-over-tim-cooks-return-to-office-push/
https://hbr.org/2022/08/quiet-quitting-is-about-bad-bosses-not-bad-employees
https://fortune.com/2022/11/16/elon-musk-email-twitter-extremely-hardcore-long-hours-high-intensity/
https://www.wsj.com/articles/big-tech-is-spending-billions-on-ai-research-investors-should-keep-an-eye-out-11646740800


 

So what's driving the layoffs?

The canary in the coal mine was reduced advertising spend and revenue.
Many tech companies are funded through advertising. So, for as long as
that income stream was healthy (which was especially the case in the
years leading up to COVID), so was expenditure on staffing. As
advertising revenue decreased last year—in part due to fears over a
global recession triggered by the pandemic—it was inevitable layoffs
would follow.

Apple is one exception. It strongly resisted increasing its head count in
recent years and as a result doesn't have to shrink staff numbers
(although it hasn't been immune to staff losses due to work-from-home
policy changes).

What does it mean for consumers?

Although the headlines can be startling, the layoffs won't actually mean a
whole lot for consumers. Overall, work on tech products and services is
still expanding.

Even Twitter, which many predicted to be dead by now, is looking to 
diversify its streams of revenue.

That said, some pet projects such as Mark Zuckerberg's Metaverse likely
won't be further developed the way their leaders had initially hoped. The
evidence for this is in the layoffs, which are concentrated (at least at
Amazon, Microsoft and Meta) in these big innovation gambles taken by
senior leaders.

Over the past few years, low interest rates coupled with high COVID-
related consumption gave leaders the confidence to invest in innovative
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https://www.cnbc.com/2022/10/25/youtube-shrinking-ad-business-ominous-sign-for-online-ad-market.html
https://www.cnbc.com/2022/10/25/youtube-shrinking-ad-business-ominous-sign-for-online-ad-market.html
https://www.cnbc.com/2023/01/18/apple-had-slower-headcount-growth-than-tech-peers-no-layoffs-yet.html
https://www.cnbc.com/2023/01/18/apple-had-slower-headcount-growth-than-tech-peers-no-layoffs-yet.html
https://nypost.com/2022/05/09/apple-exec-ian-goodfellow-quits-over-return-to-office-policy/
https://nypost.com/2022/05/09/apple-exec-ian-goodfellow-quits-over-return-to-office-policy/
https://www.forbes.com/sites/lensherman/2022/10/24/can-twitter-survive-elon-musk/?sh=11584a7314d6
https://www.npr.org/2022/11/05/1134561542/twitter-blue-check-paid-verification-elon-musk#
https://www.protocol.com/entertainment/meta-layoffs-reality-labs-metaverse


 

products. Other than in AI, that investment is now slowing, or is dead.

And what about the people who lost their jobs?

Layoffs can be devastating for the individuals affected. But who is
affected in this case?

For the most part, the people losing their jobs are educated and highly
employable professionals. They are being given severance packages and
support which often exceed the minimum legal requirements. Amazon,
for example, specifically indicated its losses would be in tech staff and
those who support them; not in warehouses.

Having a Big Tech employer on their CV will be a real advantage as
these individuals move into a more competitive employment market,
even if it doesn't look like it will be quite as heated as many had feared.

What does this mean for the industry?

With experienced tech professionals looking for work once again,
salaries are likely to deflate and higher levels of experience and
education will be required to secure employment. These corrections in
the industry are potentially a sign it's falling in line with other, more 
established parts of the market.

The recent layoffs are eye-catching, but they won't affect the overall
economy much. In fact, even if Big Tech laid off 100,000 workers, it
would still be a fraction of the tech work force.

The numbers reported may seem large, but they're often not reported as
a proportion of overall wage spend, or indeed overall staffing. For some
tech companies they are just a fraction of the massive amount of new
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https://www.cnbc.com/2023/01/20/google-amazon-microsoft-meta-twitter-severance-packages-compared.html
https://www.cnbc.com/2023/01/20/google-amazon-microsoft-meta-twitter-severance-packages-compared.html
https://www.npr.org/2023/01/04/1147034858/amazon-ceo-says-company-will-layoff-more-than-18-000-workers
https://hired.com/state-of-tech-salaries/2022/
https://www.nytimes.com/2023/01/20/technology/tech-layoffs-millennials-gen-x.html
https://www.theguardian.com/business/2021/feb/06/is-big-tech-now-just-too-big-to-stomach
https://techxplore.com/tags/layoffs/
https://www.nytimes.com/2023/01/21/business/tech-layoffs.html


 

hires initially acquired during the pandemic.

Big Tech is still a big employer, and its big products will continue to
impact many aspects of our lives.

This article is republished from The Conversation under a Creative
Commons license. Read the original article.
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