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BEAN S . BRER OB T

The mission of the BYU School of Management isto prepare people for leadership in
private and public organizations as well as for Church service throughout the nation and the
world. As we anticipate the challenges of the 1980s, we feel there are five major activities
whichwill help us accomplish our stated mission.

1. Thecontinuing development of first-rate, highly motivated, productive faculty.
While we have every reason to be satisfied with our present faculty, we will focus on several
key thrusts for continued faculty development. First, we will seek toincrease the number of
faculty positions to reach more desirable student-faculty ratios by identifying and recruiting
the finest Latter-day Saint scholars from throughout the world. We will also seek to increase
the number of faculty members participating in high-quality professional development
leaves. Finally, we will seek to increase funds for spring /summer research and development.
These efforts, we are confident, will resultin the finest business school faculty anywhere
inthe world.

2. Anon-going program of student development. Naturally, we will continue to recruit
students to our program who are better prepared both by their academic background and by
their outside experiences. Particularly, however, we expect our recruitment efforts to resultin
increased enroliment of women, American Indians, and foreign students. Furthermore, it will
be our goal to expand the accessibility of many of our programs to persons who are notable
toattend classes full time at the university. This will be accomplished by increased emphasis
onour university extension and home-study services as well as our involvement in off-
campus seminars and institutes for current and potential managers.

3. Improved placement supportfor ourgraduating students.  Although our recordis
very good in the area of student placement, we are constantly seeking improvement by
increasing our contact with potential employers in the private and public sectors. Of course,
the National Advisory Council will continue to play animportant role in this process with their
contactsin the worlds of government and business. Likewise, the Management Society will
seek to increase the involvement of ouralumni in student placement.

4. Animproved physical/technicalenvironment. The new N. Eldon Tanner Building
represents our commitment to providing a suitable physical environment for learning. Con-
struction of the building will begin this fall and should be completed in two years. For the first
timein years, the entire School of Management faculty will be housed together, and all major
programs will have excellent physical facilities. In conjunction with the building, we havealso
made a major investment in microcomputers to provide experiences for students and faculty
inthe computerized aspects of the organizational world.

Although we have already raised several millions toward the building, it should be remem-
bered that additional millions must yet be raised to complete the funding of this structure.

5. Anexpanded base of financialsupport. We are grateful that the universityand its
Board of Trustees have been generous in providing sound financial support. However, ifthe
School of Management is to continue to move beyond its basic programs, we must assume
increased responsibility for raising additional money. Such funds are needed for new re-
search, new programs, faculty development, curriculum improvement, and student scholar-
ships. It is primarily with this in mind that the Management Society has been organized.
Participation in the Society comesas alumni and friends contribute o the School of Manage-
ment through the Church Developmentand Alumni Giving Programs. Of course, the Nation-
al Advisory Council also has been abulwark of support in helping to finance needed pro-
gramsin the past. We will continue to rely on its assistance in the future. As we continue to
expand our association and involverment with our alumni and friends, we hope they will feela
need to support on-going activities.

The 1980s; although challenging, will provide tremendous opportunities for the BYU
School of Management. Through a conscious, consistent effort to accomplish the goals we
have outlined above, we are sure that the ultimate goal of fulfilling our stated mission will be
realized.
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The possibility of reducing total busi-
ness costsby 20to 25 percent, improv-
ing productivity, having vital informa-
tion at his fingertips, and being able to
communicate instantly to any one of
the 9000 other offices in his corpo-
ration have been intriguing incentives
for Pat McHenry, a typical American
manager, to investigate the so-called
“office of the future”” movement.

Pat's first exposure to this new con-
ceptcame when Business Week (in
1975)carried an article entitled "' The
Office ofthe Future."" This article
sought to portray what a future office
might resemble if the powers of tech-
nology were put to work to solve the
problems of the office. The futuristic
scenario describes how an executive
seated ata TV-like display can call up

information, compose documents,
transmitand receive messages, and
perform many other office activities
electronically. Inthis system, data pro-
cessing computers, word processors,
telecommunication devices, and other
equipment all work togetherin anin-
tegrated fashion. Itis a true utopian
working environment compared to the
offices of today.

uring these
past few
years, since thefirst *'Of-
fice of the Future''article
was published, count-
less articles have been
written and speeches
given onthe topic of of -
fice automation, but few
offices have made major
progress in implemen-
ting thisideal. Vendors
of electronic office tech-
nology continueto sellincreasingly
more sophisticated systemsto organi-
zations, thus advancing office technol-
ogy. Buteachinstallation of this equip-
mentis justa small step toward the total
integrated information systems com-
prisingatrue "'office of the future'' con-
cept. Offices are still people-intensive
entities with secretaries, clerks, and
managers working to accomplish the

The Office
of the Future:

Messre

By Dr. William H. Baker and
Dr.Harold T. Smith C. AM.

pace. Thisarticle will identify a number
ofdriving forces behind the trend to-
ward the automated office of the future
and will also describe several restrain-
ing forces holding it back. We will also
focus on specific actions that should
be taken by managers to move wisely
toward a smooth-functioning auto-
mated office.

administrative responsibilities of the larg- Driving Forces

erorganizationsthey serve. Increasing
workloads and rising labor costs make
itimperative that the trend toward the
adoption of automated technology in
the office continues atan accelerated

Atleast fourdriving forces have

beenidentified as being the major stim-

ulants behind the movement toward
the automated office of the future: (1)
high office costs, (2) low productivity,

(3)increasedinforma-
tion needs, and (4)
more powerful and
useful technology.
High Office Costs.
Many decades ago,
before businesses had
grown to their present
massive size, before
widespread govern-
mental intervention
into business, before
the advent of com-
puters, and before the trend toward
service industries, the functions per-
formed by the business office were
rather insignificant when compared to
today. Governmental reporting re-
quirements were limited. Information
processing was performed by human
labor assisted by a few simple office
machines. Business organizations
were much smallerand were much
more product oriented rather than ser-
vice oriented. Hence, the number of
blue-collar workers far exceeded the
number of white-collar workers.
Asbusinessesenlarged and asthe
demands for greater information and




The annual cost

of office information
workers was $800
billion in 1979, and is rising
at arate of 12 to 15
percent per year. If left
uncontrolled, these costs

could reach $1.5 trillion
per year by 1990.

support services provided by the office
increased, the gap between the num-
bers of blue-collar workers and white-
collar workers beganto narrow. In
1979 the number of "information
workers'' surpassed the number of
“noninformation workers'' in our work
force for the first time.

The annual cost of these information
or office workers was estimated at
$800billionin 1979, and these costs
arerisingatarate of from 1210 15 per-
centperyear. If left uncontrolled, these
costscould, by 1990, increaseto $1.5
trillion per year atthe present rate! Of
these costs, about 75 percentare hu-
man costs—only 25 percentare ap-
plied to supplies, capital equipment,
and overhead.

Ofthe total personnel cost, approx-
imately 75 percentis for managers,
professionals, and other knowledge
workers; the remainder represents
clerical costs. When the capital equip-
mentinvestment rate—the amount
spent forthe workers' tools—for cleri-
calworkersiscompared to those of
factory workers and farmers, some
rather startling differences are found.
The average capital equipmentin-
vestment rate for each factory worker
is $24,000; for each farmer, $35,000;
and foreach clerical worker, $2,000.

Office costs have in the pastgone
relatively unnoticed by top manage-
ment. Theirattention has been typi-
cally focused onincreasing productiv-
ity in manufacturingand onincreasing
sales volume. With the high office
costs of today and with the current
economic difficulties, however, top
managers are beginning to look more
carefully at their office costs and are di-
recting some efforts toward reducing
them wherever possible.

Low Productivity. Productivity of of-
fice workers over the past several dec-
ades has stayed relatively constant. An
intriguing contrast can be drawn be-
tween office worker productivity and
the productivity of farmers. The per-
centage of the total U.S. population en-
gaged in farming activitiesin 1930 was
24.9.By 1977, thisfigure droppedto
3.6. The following productivity figures
illustrate some of the increases expe-
rienced by American farmers:

From the early 1950s to the mid-
1970s, forexample, the annual aver-
age yield of corn leaped from 39.4 to
87.1bu. peracre, wheatfrom 17.3 to
30.4 bu. peracre, potatoes from
15,100t0 25,800 Ib. peracre, milk
from 5,400to 10,600 Ib. percow, and
eggs from 181 to 234 perlaying chick-

en. Atthe same time, the man-hours
necessary to produce each 100 1b. of
chicken broilers dropped from eight to
one.’

Toincrease output of the office,
most organizations have simply hired
more office workers rather than finding
new ways to make the existing work
force more productive. (Itisinteresting
to note, in connection with agriculture,
that “while the number of farms and
the farm population have plummeted,
the number of employees at the Agri-
culture Departmenthasgrown like
weeds. In 1930there were 26,050 em-
ployees, 98,694 in 1960, and 127,497
in 1977."?)With current productivity
concernsin mind, today's managers
are beginning tolook toward tech-
nology as an aid to make their office
workers more productive.

More Information Needs. Animpor-
tant factor in the growth of office ex-
pensesisthe increasingamountofin-
formation available and the increasing
need for more, or at least more se-
lected and relevant, information. With
the mountains of information created
by computers, the many duplicates of
documentsthatare madeinlarge and
complex organizations, the volume of
new information created by those en-
gaged inresearch and development,
and the reporting requirements of gov-
ernment, information hastruly become
anexpensive resource. The White
House Office of Management and
Budget has indicated that the federal
government "“has about 5,000 report-
ing requirements to which business,
recipients of federal aid, and the gener-
al public must spend a total of 786 mil-
lion hours a year responding.'? Add to
these requirements the need to have
large amounts of information available
just to stay competitive with other or-
ganizationsin one’sindustrial line.

Itisironical to note that computers
have helped to answer the call formore
and betterinformation, butatthe same
time they have created more informa-
tion management problems. Atleast
one person has suggested that what
we need now is not more management
information but rather more informa-
tion management.

Advanced Technology. Computer
development has accelerated during
the past 30 years at a rapid pace while
related costs have rapidly decreased.
Forexample, the speed of state-of-the-
art IBM processors was 2,193 multi-



plications persecondin 1952 and
239,120 multiplications per second in
1979. In contrast, the monthly rental
cost of storing one million bytes of data
was $221,867in 1952 and $430in
1979.4

Advancing electronics technology
has had amajorinfluence on all areas
ofinformation processing and man-
agement. Data processing, word pro-
cessing, reprographics, tele-
communications, and records
management have all seen micro-
processorand computer technology
automate many functionsthat were
previously manual routines. In addi-
tion, these administrative services are
being merged intointegrated systems,
and boundaries between these areas
are fading. Advanced technology of-
fers all aspects of information creation,
processing, retrieval, transmission,
and storage in multifunction systems.

New systems, now only onthe draw-
ing board, will offer greater information
management capabilities, greater ease
ofuse, lessreliance on paper, im-
proved compatability between sys-
tems for greater information transmis-
sion capability, and greater
miniaturization of system components
to ease space demands, reduce costs,
and make technology available to
more workers and managers.

Restraining Forces

With all these pressures on the pres-
ent-day business office, one might
wonder why movement toward the fu-
ture automated office has not been
more accelerated. Inreality, thereare
many pressures and forces that work
against the adoption of office automa-
tion and which slow the trend toward
automation. Let us examine a few of
these opposing forces that seem to be
most prevalent.

Fearof Change. Many business
people are fearful of new office tech-
nology because they suspect that their
jobs might be jeopardized or thatthe
benefits of the system mightbe more
than offset by unanticipated dis-
advantages. Workers and managers
have learned to perform their work us-
ing manual methods, and they are able
to keep their work somewhat under
control using these methods. They feel
thatautomation would introduce new
and complicated methods of per-
forming work, that they would lose
control of their own situation, that their

social relations onthe job would be dis-
turbed, and that their job requirements
would become more complex and diffi-
cult. Whetherthese fears are justified is
notthe major point here. The pointis
thatworkers and managers feel the

way they do, and, to them, the prob-
lemsare real. Until these anxietiescan
be eliminated or greatly supressed,
fear of change will continue to deter the
implementation of automationinthe
office.

Disorganization and Lack of Stan-
dardization. Businessorganizations
have generally experienced a great
deal of prosperity throughout the post-
World War |l years. As aresult, man-
agement of growth has been one of
their main problems. Added to the rap-
id growth problem is the problem of

agingtheirinformation. Such a condi-
tionis similar to an octopus with a brain
ineach tentacle.

Because of this widespread dis-
organization, the process of con-
verting to automation presents amajor
challenge of (1) finding out what differ-
ent branches of acompany are doing,
(2) determining standardized pro-
cedures and policies for the entire or-
ganization, (3) implementing the stan-
dard procedures company wide
(including the difficult task of getting
people to change), and (4) implement-
ing automation. The difficulty of getting
the "‘company act’' together before
automation can be pursued tendsto
cancel many automation conversions
that would otherwise be undertaken.

Lackof Management Awareness.

_ What we need now
1S not more management

information butrather
more information

management.

managing information—the bulk of
which iswritten on paper. All phasesin
the life of information—creation, repro-
duction, transmission, utilization, stor-
age, retrieval, and destruction—have
been largely restricted to the paper me-
dium. This paper-management condi-
tion has resulted in such problems as
excessive reproduction, cumbersome
and costly transmission, costly and
space-consuming storage, slow and
disorganized retrieval, and an overall
lack of centralized control. It has be-
come common for different branch of-
fices of alarge corporation to follow
differentbusiness proceduresin man-

Business managers have experienced
awareness problemsin two major
areas—office costs and technological
capabilities. Because they have not
been aware of the real costs of the of-
fice element of their organizations,
managers have focused more atten-
tion onimproving products and sales
than on cutting office costs. Even
today, most top managers have no
idea of the percentage of their costs
going to fund office operations.
General managers have also been
unaware of the capabilities available in
modern automated equipment. Trade
magazines addressed to adminis-



trative managers have been effective in
explaining currenttechnological ad-
vances, butmagazines going to non-
administrative managers generally
have not carried this message well.
Consequently, most managers have
little understanding of how automated
equipment can provide at least partial
solutions to many of their management
problems.
Expensive Equipment. Even
though the cost of automated equip-
ment has been decreasing, most auto-
mated equipment still represents a
large outlay of funds, and many man-
agersare not yetconvinced that the
benefits of the equipment outweigh the
costs. Managers are frequently heard
toask, "Whybuya $12,000 word pro-
cessor when |cangetby witha $1,000
electric typewriter?'’ The expense of
equipment is especially significantdur-
ing the early marketing phase of a new
technological advancement—when
the vendingcompany istryingtore-
coverthe costsincurredinthere-
search and development of the prod-
uct. Asthese costs are recovered, and
as competition from other vendorsin-
creases, the prices of the equipment
begintofall, thus partially offsetting the
impact of price as a deterring factor.
Equipment Not User Oriented. Most
ofthe automated equipmentin-
troduced duringthelast 25 years has
notbeentruly “'user oriented.” Equip-
ment has been cumbersome and com-
plex to operate, inflexible in its oper-
ation, and unforgiving of human
weaknesses. As aresult, users have
been forced to change drastically the
way they perform their work. In many
cases, users are able to get more infor-
mation with automated equipment, but
itis notalways therightinformation, in
theright format, or atthe righttime.
Much of the automated equipment
has also resulted in asort of “‘assem-
bly-line" approach to performing of-
fice tasks, and the work of many em-
ployees has become routine and void
of real challenge. Consequently, moti-
vation of office personnel has become
asignificantfactor, and turnover rates
have increased in many cases.

Implications for Management

Driven by the needs of managersto
make the office function more effi-
ciently and by improved technology,
the office of the future movementis
pressing forward. The restraining

forcestend to slow the movement
while human beings and technology
make necessary adjustmentstoeach
other. Some people see office automa-
tion as a paragon to solve all cost, pro-
ductivity, information, communication
and other problems. Inreality, office
automation is merely a tool that will be
only as effective as the managers and
office workers who useit.

Adopt Automated Office Systems.
Each organization, as a part of its total
organizational planning effort, should
investigate the feasibility of implement-
ing automated office systems. Strate-
gic planning efforts should produce a
long-range planning documentwhich
incorporates statements of policy con-
cerninginformation andits use asavi-
tal resource within the organization.
Such strategy developmentand high-
level policy making denote that senior
management has an obligationandan
opportunity to make sure that the new
tools of office automation and informa-
tion resource management serve the
organization's bestinterest.

The appointment of amember of top
management to oversee the in-
vestigation and implementation of in-
formation processingisvital because
the new system will require decisions
that affect the total organization and
willchange the way it does business.
Also, very large commitments of re-
sourcesare likely to be required. The
appointed manager will be aninforma-
tion resource person to the senior
management councils of thefirm. Asa
generalist, this person will have a rela-
tively small support staff of tech-
nologists who provide needed exper-
tise. Atthe recommendation of the
senior management member heading
the group, task forces and possibly a
steering committee will be appointed
as needed.

Based oninformation obtained by
the task forces, recommendations for
strategic implementation steps and
policy will be referred to the steering
committee or to other executive coun-
cils or decision makers. The primary
pointisthat regardless of whatimple-
mentation strategies are used, senior
management should assume responsi-
bility for the planned introduction of of-
fice automation. The wise manage-
ment of this process will show great
benefits for the organization.
Investigate Real Information
Needs. Possibly even moreimpor-

tantthan the methods of processing,
storing, retrieving, and transmitting in-
formationisthe process of identifying
the real information needs of an organ-
ization. Some of the pertinent ques-
tions are:

o Whatinformation is essential for var-
ious individuals in the organization?

¢ \Whatadditional information is help-
fuland should be provided if conven-
ientand nottoo costly?

¢ Whatinformation can be eliminated?
e What formats and summary levels
should be provided for various individ-
uals?

e Whereisinformation needed, and
where should it be processed and
stored?

o \Who needs copies of reports, forms,
and correspondence?

o What materials should befiled, and
what materials should be destroyed?

e How caninformation be displayed
and highlighted to make it more read-
able, understandable, and useful?

e When would estimates be adequate
inreplacing actual figures?

e \When are information items
needed?

Solid answers provided to these
questions by people who use the infor-
mation provide the basis forany pro-
gram to manage—not just process—in-
formation. Some real payoffsin
effectiveness will result to organiza-
tionsthat make a serious effortin this
regard. This process isimportant, but
very difficult. One giant oil company
commissioned a task force a number of
years ago to investigate its real infor-
mation needs. Soon the group turned
away from the question of what infor-
mation is needed to address the more
readily answered question of how in-
formation can be better processed. To
date the group has not returned to the
more difficult question of identifying its
realinformation needs.

Generally, managers and other per-
sonnel should receive only thatinfor-
mation for which a need-to-know re-
quirement has been established.
Electronic mail systems and office au-
tomation in general may tend to move
us away from this objective. With new
office systems people find that they
can communicate more easily thanin
the past; therefore, they tend to com-
municate more information, more fre-
quently, more widely. Typically, how-
ever, higher level managers needless

6



information, not more. They need good
summary information with a backup of
afewsalient points. Also, according to
management theorist Henry Mintz-
berg, they tend to rely very heavily on
“soft" information. Soft information in-
cludes opinions, rumors, feedback on
ideas, tidbits about customers and
competitors, etc., as compared with
hard data such as salesfigures, cost of
goodssold, inventory volume, and
similar financial and quantitative infor-
mation.

Astudy to determine the real infor-
mational needs of the organization
should be initiated. The person ap-
pointed to head this task force should
beaccountable to top management.
Line personnel should be involved in
the identification of real needs, format,
andtime requirements for information.
The administrative managerisin anex-
cellent position to assume this respon-
sibility.

Organize Administrative Support
Teams. Aconsistentfindingamong
office studiesis that managers and
professionals spend 20to 25 percent
of their time performing routine clerical
activities. These tasks could easily be
delegated to anadministrative support
team member making only one-third
the salary of the professional manager.
The head of such a supportteamcan
work directly with the executive or pro-
fessional in an administrative assistant
capacity. People with various special-
izationsin administrative skills reportto
the administrative assistantand per-
form needed services. Forexample,
one person with a combination of busi-
ness communication, journalism, pub-
lic relations, and/ or English skills
might be in abetter positionthanthe
executive to compose a message to
stockholders ora lettertoanirate cus-
tomer. Perhaps a person with good li-
brary skills might be able to obtain nec-
essary facts or figures needed fora
systems proposal, and a quantitative
specialist could develop andinterpreta
needed econometric model.

The use of such support personnel
could operateinamanner similartoa
surgicalteamin which each person
has highly specialized functions to per-
form. The highly skilled surgeon is paid
to make important decisions and to
perform the critical strokes of the scal-
pel while otherteam members handle
the more routine functions.

Use Proven Management Tech-

niques. Thelast, and possibly the
mostimportant, implication forman-
agers who desire toimprove the effec-
tiveness of their operationsis to contin-
uetoapply tried and proven effective
management techniques that have
produced good results in the past.
Some examples of these programs are
management by objectives, job enrich-
ment, team building, motivation pro-
cedures, communication technigues,
and employee selection. As new per-
sonnel approaches, such as quality
circlesand assessment centers are de-
veloped, they too should be in-
vestigated.

Conclusion

Effective management producesre-
sultsthrough people. Inhealthy organ-
izations, employees work hard and do
their best because they feel ateam

spiritand because they wantto see the
organization succeed. These employ-
ees probably have engaged in open,
two-way communication with their
managers. These employees also have
probably been involved in making de-
cisions about changes that affect
them. Successis likely to be obtained
given this kind of healthy organization-
al climate with or withoutautomated in-
formation processing systems. The
idealistointerjectimproved and auto-
mated systemsinto such well-man-
aged organizations. =

William H. Peterson, “'Farm Palicy: Only Bureaucrats Win
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Federal Paper Work: As Some Agencies Are Reducing I, Oth
ers Are Producing 1. The Wall Street Journal, Sept. 5, 1979.p
4
‘JohnJ. Connell, "'Office of the '80s—Productivity Impact
Business Week, February 18, 1980

Some people see
office automation
as a paragon to solve
all cost, productivity,
information,
communication, and
other problems.

In reality, office
automation is merely
a tool that will be only
as effective as the
managers and office
workers who use it.
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the American family in trouble?
In recent yearsthe family has

composition of the traditional family—
working father, stay-at-home mother,
and one or more children—has almost
vanished. Presently only 13 percent of
American families are so composed.’

Symptoms of the family in trouble
abound; forexample:
e Thedivorce rate continuestoin-
crease.
e Juvenilecrimeisontherise(more
than 50 percent of felonies committed
inthe United State are committed by
personsunderage 18).
e Therateofillegitimate births has
more than doubled in the pastthree
decades.
e Suicideamongyoung people has
doubledin the past two decades.
e Atleast200,000 children are phys-
ically abused by their parents or guard-
lans every year.?

The family isn'tthe only traditional
institution facing complex changes.

taken an unprecedented beating
from social, political, and economic pres-
sures. The result has been the emergence
of an institution beset with problems. The

sponsibilities often including those of
parentand spouse.

Itis our view that the problems of the
family and the work place are not unre-
lated. Itis clear that the family has a ma-
jorimpacton job performance. Forex-
ample, astudy completedin 1977
indicated that 25 percent of the prob-
lems at work were related to family diffi-
culties.” Furthermore, activitieson the
job haveastronginfluence onthe fam-
ily. AWhite House conference on chil-
dren concludedthat “business and in-
dustry, more than any other
institutionsin our society, determine
thelifestyle of the American family—
and so have the opportunity to deter-
mine the fate of the American family
andthe American child.”* Such a
stronginterrelationship makesit es-
sential that key people in both areas
begin to understand how jobs affect
families and how families affect jobs. In
this article we hope to contribute toan
increased understanding of thisrela-
tionship. In addition, we will look at
likely developmentsin the decades
ahead which willimpact the problems
in both areas. Finally, we will discuss
the implications of these developments

Many executives, salesmen, and engi-
neers spenda lot of time in work-re-
lated travel. Consequently, aheavy
burdenis placed on family members
who remain at home. Frequent reloca-
tion creates additional problems for the
family. Americans are amobile people;
68 percent of the nation's executivesin
the 25t0 40 age range move at least
once every three years, 23 percent
move every two years, and 18 percent
move annually.® Frequent moves can
create serious problemsin the family.
One authordescribes theimpacton
some wives. '‘Often they become de-
feated people, casualties of ‘success.’
They are seen clinically during their
third and fourth decades of life chron-
ically depressed, lacking in hope or de-
sire, frequently addicted to alcohol,
tranquilizers, and barbituates.”” Some
childrenin families that move frequent-
ly develop equally serious problems.

3. Emotionalclimate on the job. Oc-
cupations exist within an emotional cli-
mate that can be transferred to family
life. Aworker's satisfaction or dis-
satisfaction on the jobis likely to spill
overinto family life. For example, Wil-
liam G. Dyerfound that the husband's
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American business seemsto bein
trouble, too. In 1980, major industries,
such as automobile and airline com-
panies, areincurring hugelosses.
Business faces persistent problems of
poorworkmanship, absenteeism,
alienated workers, organizational
sabotage, and an actual reductionin
productivity in some sectors of the
economy.

Most business executives, govern-
ment officials, and researchers have
been treating problems in the areas of
family and work environments as
though they were unrelated. American
employees have been trying to solve
their problems by focusing onthebe-
havior of people-as-employees and
have paid little or no attention to
people-as-members-of-families. On
the other hand, sociologists, psycholo-
gists, social workers, and family coun-
selors have focused onindividuals as
members of family systems and have
notlooked at the impact of the world of
work onthe family.

In reality, companies hire whole
people, not just “‘workers’’; and these
whole people have other roles and re-

for families and organizationsin general.

The Impact of Work on the Family

Aspects of the job affect the family in
many ways. Among these are:

1. Timeconsumedonthejob. The
amount of time demanded by occupa-
tionsand the timing of occupational
events are among the most obvious
ways that work affects the family. Work
takes many people away from the fam-
ily forlong hours each week. Many ex-
ecutives and professionals work more
than sixty hours per week. Many work-
ers are subjected to extensive overtime
hours. Time spent commuting is a ma-
jor factor in most cities for many work-
ers. Those who work shifts find that it
can seriously disrupt family life. Daniel
Levinson,in The SeasonsinaMan's
Life, suggests that when conflict exists
between work and family most workers
focus on meeting work demands first.
Most employeessay that work comes
before family because rewards are
much more obviousin a work setting;
family rewards are less measurable.®
2. Mobility demands ofthe job.

job satisfaction affected the whole te-
nor of family life.? Tensions generated
onthe job may even lead to violence at
home. Some researchers have found
that workers who become frustrated
onthe job are more likely to take out
their hostilities on their spouse or chil-
drenathome. Theloss ofajoband
subsequent unemploymentis even
more likely to lead to child abuse.

We have briefly identified some ways
that work affects the family. Let us now
turntothe other side of the relation-
ship.

The Impact ofthe Family on the
World of Work

Therecent Academy Award-win-
ning movie Kramer vs. Kramer illus-
trates how changesin the family can
impact work organizations. Initially Mr.
Kramer's loyalty to the organization
and his long working hours were fac-
torsthat contributed to the couple's
separation and eventual divorce. How-
ever, as Kramer became asingle par-
ent his efforts to be a good father se-
riously affected his job. Caring for his
child led to tardiness, missed appoint-




American employers have been trying to solve their
problems by focusing on the behavior of people-as-employees instead

of as people-as-members-of-families.

ments, absenteeism, and low job per-
formance. Finally, his performance led
to hisbeing fired. This example points
outseveral ways that families can af-
fectemployers. Here are some out-
comes:

1. More frequent absence from the
job. Manyemployers continually
struggle with the problems of tardiness
and absenteeism. Workers who are
having difficulties at home such as ma-
rital discord, children with drug depen-
dency or other problems at school, or
even everyday problems such as sick
children, new babies, and paternity
leave, are examples of concernsre-
lated to absenteeism and tardiness.
Absenteeism on the assembly line orin
awork team can make it much more
difficult to maintain high productivity.
2. Reduced performance. Worrying
about family problems may lead to low
performance, particularly when a job
requires a high level of concentration.
Onearticle on executive divorce cited
examples where executives with mari-
tal problems made mistakes that cost
theiremployers a great deal of money .
Onceagain the Kramer vs. Kramer film
isacasein point. Workers with family
problems often reorder their priorities
and place work near the bottom.

3. Turnover or stifled mobility. The
increase intwo-career families is hav-
ing a significantimpact on job turn-
over. Trying tobalance two careersina
mobile work force may lead to people
changing jobs toaccommodate their
spouse or, on the other side, refusing
transfer opportunities because of the
difficulty of finding a satisfactory job for
the spouse in the new location. Anoth-

erfactorthat contributestoturnoveris
the attitude of the spouse toward their
partner’s job. One study of alarge
sample of salesmen who quit their jobs
found that the wife's attitude toward
the husband's job was a major factorin
the husband's decision to resign.’” An-
other example found a university pro-
fessor wanting to leave his position,
but his wife was unwilling to give up the
status of being a professor's wife.

4. Developmentofdistorted work
values. Thefamilyisamajorfactorin
the development of valuesin children.
David Cherrington has found that the
work ethicisonthe declinein the
United States, and the family is a major
contributing factor to this decline." If
American families do not instill astrong
work ethic in their children, American
employersare likely to find itmuch
more difficult to compete with com-
paniesin countries that retain amore
positive attitude toward work.

The thrust of the article to this point
has been to demonstrate the present
relationship between the family and the
world of work. But what about the fu-
ture? What changes are likely to take
place inthe next decade, and what will
theirimpactbe on the two institutions
we have been discussing?

Changesto Look forin the 1980s

Inthe next decade we can anticipate
major changes which willimpactthe
relationship between work and the
family including: (1) Age of the work
force, (2) Worker expectations, (3) The
nature of families, and (4) The nature of
jobs.

1. Ageoftheworkforce. Figurel
presents some projections by the Bu-
reau of Labor Statistics about the work
forceinthe next decade. For purposes
of this analysis we have grouped the la-
borforce into three age groups. Two
projected changes are of particular
note: (1) the relative shortage of youth
inthe work force, and (2) the dramatic
increase in the number of workersin
the age range where promotions most
often occur. Because of the low birth-
rates of the 1960s, the number of
young workers is expectedto fall
sharply inthe 1980s. Figure 1 shows a
decline of 3.4 million persons between

the ages of 16 and 24, which will re-
duce the share of the labor force below
the age of 25 by more than five per-
centage pointsto 19.1 percent. Even
more drastic istheincrease in the num-
ber of workersinthe 25-44 age
bracket, those most likely to be pro-
moted. From 1980to 1990 we can ex-
pecta29 percentincrease (13.8 mil-
lionworkers)in this age range. The
overall resultis significantly more
people competing for promotions and
supervisory positions.

Thissuggests a substantialincrease
in the number of experienced employ-
eesinthe work forceinthe nextdec-
ade. Italsosuggestsintense com-
petition for promotions coupled with
substantial career disappointment for
many.

Theyearsfromage 25-44 are also
the prime years for child rearing. The
result: the proportion of the work force
most actively engagedin child rearing
will be facing increasing job com-
petition. We will elaborate on the impli-
cations of this shift later in this article.
2. Work expectations. Many social
observers have written about the
changing values of American workers.
Thischangeis evidentin the 1970s
andislikely to have an even greaterim-
pactinthe 1980s. Daniel Yankelovich
describes "'anew breed' of Americans
who have a very different set of values.
These new values and beliefs are so
different from the traditional outlook
thatthey promise to "'transform the
character of work in America.” He con-
trasts the new values with the old val-
uesasfollows:

Forthose who remain faithful to the old
values, particularly adult men with fam-
ilies, a paid job is the classic road to
self-respect—the chance to discharge
one’'s obligations to others, to achieve
identity, respectability, economic
security, material comfort, and social
mobility. Under the new values, a paid
job symbolizes independence, free-
dom, challenge, belonging, achance
for self-fulfillment, and hope for the fu-
ture, not just for the family man but also
forwomen, single men, and young
people of both sexes.

Yankelovich estimates that the "'new
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breed'’ constitutes more than 50 per-
cent of the American people, and this
proportionislikely toincreasein the
nextdecade.”

In addition to values shifts, worker
expectations concerning education
levels are being revised. Inthe 1950s
and 1960s the number of college stu-
dentstripled with bachelor’'s degrees
awarded increasing by 90 percent
while master's and doctoral degrees
jumped more than threefold. Thisin-
crease in educational attainmentisan
indication of rising expectations. The
increased number of workers who ex-
pect challenging jobs which apply their
education will puta great deal of pres-
sure onemployersinthe 1980s.

3. Thenature offamilies. Inthe
1980s there will be attempts by families
to create closer ties. For financial rea-
sons, members of extended families
willbecome more interdependent.
Also, individual family members will
feelagreater needto help meet the fi-
nancial demands of the family rather
than depending on one breadwinner.

Atthe same time, society will need to
adjusttoavariety of new family life-
styles. U.S. News and World Report fo-
cused on seven types of family sys-
tems which willbecome more
prominentin the 1980s. First, the two-
career family with children will become
more fashionable. Child rearing will
primarily be the responsibility of baby
sittersand/ or day-care centers. The
second lifestyle change will see more
fathers having custody of children.
Third, the number of childless couples
willincrease. The rationale for not hav-
ing children will vary from financial
concernsto needs for greaterinde-
pendence. The fourth lifestyle will be
the traditional family where father
works and mother remains athome
with one or more children. Itis predic-
ted that few families will choose this life-
style. Thefifth lifestyle calls for the
motherworking full time and the father
becoming a house-husband. Inthe
1980s many fathers will spend more
time in the home, although few couples
will completely reverse the traditional
roles. A sixth form of family system is
the three-generation household.
These are expectedtoincrease asfi-
nancial conditions make it necessary
or attractive formore and more older

childrento move back with parents af-
termarriage. The final family system
will consist of the single parent. This
particular lifestyle will continue to gen-
erate considerable stress, both forthe
parentand childreninvolved."

One of the implications of this wider
variety of lifestylesisthat there will be
fewer families with a parentat home to
care forthe children. Going back to
Figure 1, we can see that the number of
women in the labor force between the
agesof25and 44 isexpectedtoin-
crease from 18.1 millionto 24.8 mil-
lion. If the proportion of working wo-
men who have children continues at
the presentlevel, there will be a very
large number of childrenin families
without a parentat home. That willin-
crease fromafigure already estimated
atmore than 30 million children under
the age of 18 with working mothers.
Parents and employers will need to
look for new ways to deal with this situ-
ationinthe 1980s.

4. Thenatureof jobs. Inrecent
months we have heard a great deal of
talk about *‘reindustrialization.”” Much
ofthis discussion focuses on the appli-
cation of minicomputers and robotsto
manufacturing. One possible implica-
tion of these developmentsis amajor
reductionin bluecollar jobs. By some
estimates, 50to 75 percentofall U.S.
factory workers could be displaced by
robots before the end of the century .
The hopeis that semiskilled blue collar
machine operators will be shifted to
jobs as white-coated technicians. In
the most pessimistic view, there is
likely to be a high level of unemploy-
ment while this massive shift is taking
place.

Unemployment has serious con-
sequences for families. Several studies

indicate that unemployment of fathers
isstrongly related to increased child
abuse and excessive family stress.’®
Another possible outcome of rein-
dustrialization is geographic reloca-
tion. Many families may be forced to
move from declining economic areas
to more prosperous locations. Such
uprooting will result as plants which
have become "'noncompetitive "' close
their doors. Situations which force
workers to relocate have serious impli-
cationsforfamilies.

Inamore optimistic view, the shifting
of workers fromassembly line jobsto
technician jobs could have a beneficial
impact. Workers may be able to move
fromdirty, boring, and noisy jobsto
much more interesting and challeng-
ingones.

We have identified four major
changesthat are likely toimpact work-
ersandtheirfamiliesin the next dec-
ade. There are others that mightbe
considered. However, these changes
are sufficientto suggestthat the 1980s
will be a period of considerable turbu-
lence forboth workers and families.

Implications for the World of Work

Organizationsthat planto hire and
retain high quality employees will need
to respondtothe kinds of changes
we've been discussing. They willno
longer be able to treat individuals as if
they livein avacuum. The inter-
relationship between the individual,
career, and family will have to come
more clearly into focus.

Lotte Bailynand associates (1977)
suggestthatin the future people will
seek awider variety of satisfactions
fromtheir work. Some will seek career
advancement, others will seek an envi-
ronmentwhich provides for more time
with family, others will desire a secure
position, etc.'” The trends we have
identified support this point of view.
The changing values of modern work-
ersand the diversity of living styles
suggestthata narrow focus oneco-
nomic rewards or a single benefit pack-
age will notworkin the 1980s. Organi-
zations will need to focus more on
matching individual and organizational
needs. Clark Kerr suggeststhatin the
past employers have relied onthe “'de-
vice of the common rule,” whichis one
rate of pay, one length for the work

Business and industry have the opportunity to determine the fate of the

American family and the American child.




week, one set of job descriptions, one
health plan, one set of working hours,
etc. The ‘common rule' approach is
not likely towork in the next decade.

The workers of the 1980s will de-
mand optionsin hours of work, places
of work, and rewards of work. They will
seek a multiple option society instead
of the society ofthe common rule.”® Or-
ganizations inturn need to develop
more progressive personnel practices
ifthey are going to tap the energies of
the new breed of workers,

Multiple options will be of special val-
ueto workersinterested in meeting the
needs of their families. Organizations
should give special attention to six ma-
jor areas as they review the personnel
policies that affect families. These
areas are as follows:

1. Hoursofwork. Organizations
could be very helpful to families by
adopting flexible working hours (flex-
time)and by expanding the use of part-
time workers or work sharing. A flexible
work schedule permits variation in
work start-up and completion times.
The rigid 9-to-5 schedule may be con-
venient for the employer, but it pres-
ents serious problemsto parents who
need to get children to school or meet
themafter school, etc. The employees
benefit by getting more control over
their time (something that is valued by
the new breed). The company also
benefits. Flextime has been shown to
resultin fewer absences, less tardi-
ness, and increased potential to ser-
vice customers with longer hours.
Flextime isa very inexpensive way for
employersto join the multiple-option
society.

Part-time jobs can also be a desir-
able option. Such jobs have increased
substantially so that more than 15 mil-
lion persons now work part time. ™ This
option can be very attractive to workers
who wantto spend more time with their
families. However, part -time work can
also be beneficial foremployers. An
American Management Association
survey showed that part-time employ-
ment raised output and cut fatigue in
60 percent of the cases.” Current per-
sonnel policies, however, discriminate
quite unfairly against part-time work-
ers. Most companies provide a full ben-
efit package for full-time employees

and none forthose working shorter
hours. Thisis one policy that needs re-
vision if organizations hope to respond
toemployee needsinthe 1980s.

2. Employeerelocation. Earlierwe
pointed out that many employees are
moved quite frequently by theirem-
ployers. However, itis becoming much
more common for people to refuse a
request from theiremployerto relo-
cate. Thetime foremployerstoreas-
sess their transfer policies is past due.
Corporations which move their man-
agers frequently to give them broad ex-
posure to the organization must seek
otheroptions. The dual-careercouple
willcontinue to force organizations to
reevaluate their transfer policies. The
most effective employers will consider
notonly the organization's needs but
alsothe needs of the employeesand
their families as they revise their prac-
ticesinthisarea.

3. Jobredesign. Earlierwein-
dicated that occupations have an emo-
tionalclimate that can be transferred to
family life. There are many jobsthat are
dehumanizing to employees and se-
riously impair their abilities as parents.
These jobs need to be redesigned.
Some characteristics of jobs that need
to be redesigned are those with low op-
portunity, low autonomy, and low skill.
Ideally, reindustrialization will help with
many of these jobs.

Anotherarea for continuing im-
provement is working conditons. Ex-
cessive noise, smoke, heat, and cold
are examples of environmental condi-
tions that leave an employee physically
exhausted at the end of a work day. Ef-
fortsto improve the quality of work life
will benefit families as well as individual
employees and their organizations.

4. Benefits. Benefit plansin most
organizations are designed to meet the
needs of the traditional family—a male
employee with a wife and children to
support. However, this family type now
representsonly 13 percentofall U.S.
families. Thisisanother area where
multiple options are sorely needed.
Many companies have resisted the
idea of developing different benefits
options because of the additional re-
cord keeping and the restrictions im-
posed by insurance companies. Com-
puters can help solve the record-
keeping problem. Progressive com-
panies will now invest the energy nec-
essary to develop a variety of benefits
to match the diversity of their employ-
ees.

5. Daycare. Fortypercentof
mothers with children under the age of
six were in the labor forcein 1977,
whichamountsto 5.5 million women. If
current trends continue, those num-
berswillincrease over the nextten
years. This makes day care a major
concern. Inthe debate on thistopicin
recentyears, many people have push-
ed forgovernment funded day-care fa-
cilities, butgovernment has done very
little to address this need.” Others
have argued that employers should
provide child care for theiremployees
atthe plant or office. However, very few
companies now provide on-site child
care. A 1978 survey of 309 companies
found only one with aday-care cen-
ter.” Stillanother view is that day care
should be provided close to home and
neighborhood ratherthan on the job.
One study indicated that the majority of
parents prefer this alternative.” The
problem still remains of who will pro-
vide day care. Perhaps the most prom-
ising options call for the cooperation of
many institutions, employers, social
agencies, churches, and government
working togetherto provide quality
child care for this large number of chil-
dren.,

6. Reward systems. Organizations
will have to create more flexible reward
systems for employees. Equally impor-
tant, the organization should not pe-
nalize people for making decisions
which have the family as the central
focus. The more that organizations
cometorealize that transfers, pro-

By some estimates, 50- 75 percent of all U.S. factory workers could be

displaced by robots by the end of the century.




Forty percent of mothers with children under the age of six were in the

labor force in 1977.
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motions, and lay-offs affect family pat-
terns and satisfaction, the better off
both the family and the organization
will be.

Thefuture calls for use of more later-
almoves, more sabbaticals, more
downward moves, and more on-site
counseling foremployees and families
asstrategiesto enhance both the or-
ganization and the family. The more
people want different things out of
work, the more dynamic and flexible
the organization will need to be to keep
its most valuable resource: human po-
tential. Ed Schein of MIT suggests that
flexible human managementin the
1980s will make the difference in
whether organizations are successful
ornot. Managers atall levelsin the or-
ganization must be able to respond

flexibly to the needs of the organiza-
tionandto the needs of subordinates.”

These are six areas where employ-
ers might take action to improve family
life inthe next decade. Some people
have asked why employers should
worry about this problem. We are con-
vinced that employees who have fewer
family problems to worry about will
have more intellectual and physical
energy to devote tothe job. The result
will be a better, more productive em-
ployee.

Implications for Families

We have focused on what employers
candotoreduce detrimental effects of
work on families, but the family itself
also has aresponsibility to protectand
improve itself as aninstitution in the

1980s. Indeed, the greatest source of
energy to work on this problem must
come from family members. But what
can families do? We have identified so
many pressures on the family that itap-
pearsitmay beimpossible to deal with
them. Thatis not our view. The family is
avery resilientinstitution, and it has
survived serious challenges before.
Thereare concrete actions that can be
taken. Here are a few of them:

1. Increasedawareness. People
need to become much more aware of
the impact of work on the family. Often
husbands and wives blame themselves
ortheir spouse for problems they are
encountering in the family when prob-
lems at work may be the primary cause
ofthe difficulty. When people expe-




rience problems, they should look for
problems in the work /family relation-
shipaswell asininterpersonal relation-
shipsinthe family. This article may
help people become more aware of
thisissue, and many of the references
cited would be worth looking at as well.
2. Establish priorities. Mostwork
organizations have established goals
and objectives that are designed in part
to motivate employeestowork for the
benefit of the organization. Very few
families have taken the time to develop
their own objectives. Family members
needtodecide ontheirowngoals and
objectives and then establish major
objectivesfor the family. A family witha
clear setof goalsis better preparedto
respond to demands of the workplace.
After careful discussion, a family may
decideitisnotinthe bestinterest of all
family memberstorespondtosuch
corporate desires as relocation or ex-
cessive travel.

3. Increasediscussiontime. Many
familiesdo nottalk and listen to each
otheras much asthey should. Dr. Lee
Falk describes families thatare not
functioning as families:

They are just people who happen to be
living underthe same roof, but there's
very little interaction. Fathers go offto
work; mothers go off to work. When
they come home, they sit side by side
in front of the television set. What you
have are two parents who simultane-
ouslyignore their children.

Busy people canstill find time to talk
with their children and their spouse.
The more time that family members
spend at work, the more importantitis
forthemto spend time talking with oth-
er family members. Urie Bronfenbren-
nersuggests that each personinthe
family work three-fourths time and de-
vote the remaining time toliving, par-
enting, beingachild, afriend, a neigh-
bor.”

4. Developsupportsystems. The
industrial revolution (and all that has
followed) has removed almost all of the
family support systems. Frequently
moves take nuclear families away from
grandparents, unclesand aunts, and
close friendsin neighborhoods and
communities. Families need to work
hard at developing support systems.
Where possible, these should include

the extended family—grandparents
and other relatives. ltis also possible to
develop support systems in neighbor-
hood or religious groups. Children es-
pecially needto feel thattherearea
number of people at all age levels who
careaboutthem. Asfamilies realize
that enhancing relationships takes
work, family counseling may provide a
medium for supportandincreased
family interaction.

5. Greaterrecognition. Finally,
today's society gives little recognition
orsupportforone’sroleas a parent. If
both husband and wife are interested
inacareer, few superiorsrecognize or
even care what role the subordinate is
playing at home. Spending time with
the family can mean frustration with
one's careerambitions, particularly
when amarried couple isinterestedin
adual career. Therole of motherina
family has become anincreasingly iso-
lated position. As neighborhoods and
communities have decreased in their
influence on children, the responsi-
bility of child care falls even more heav-
ily upon the mother. Without support of
somekind, the role of the American
woman can be frustrating at best,
Greater enhancement of the status of
women in all walks of life is needed—in
the home as well as on the job. In addi-
tion, fathers who choose to spend
more time athome and give up more
extrinsic organizational rewards need
toberewarded more by asociety
which has pressured the fatherto leave
the home and focus on work.

Inthis article we have developedthe
ideathat occupation and the family are
strongly related. What happensin each
areawill have a major impact in the oth-
er. Furthermore, there are a number of
changes coming inthe nextdecade
that will put additional pressures on
these two institutions. Thatiswhy itis
very important for both employers and
families to take actionto strengthen the
family and the organization.

Itwill not be easy to meet the chal-
lenges we have described, butwe see
inthe 1980s arenewed and growing
interestinthe family and personal rela-
tionships. If thatinterest is translated
into action, we will have stronger fami-
lies and more effective organizationsin
the nextdecade. =
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BRIEFLY

INTERNATIONAL EXECUTIVE
OF THE YEAR AWARD

The School of Management is happy to
announce that the recipient of this year's
International Executive of the Year Award
willbe A.W. Clausen, president of Bank
America Corp. This award will be present-
ed at the National Advisory Council meet-
ingsin November 1980. We are delighted
that Mr. Clausen has accepted this award
and that he will be attending our NAC
meetings. We will have further details on
this International Executive of the Year
Award in the next issue of EXCHANGE
Update. =

1980 NAC MEETINGS

Our National Advisory Council Meet-
ings this fall will be held November 6, 7,
and 8, and we anticipate that approx-
imately 75 executives will participate. The
meetings will begin with fireside sessions
Thursday, November 6, which will be
hosted by faculty members and led by
members of the National Advisory Council.

Friday, November 7, participants will be
welcomed by BYU President Jeffrey Hol-
land, after which NAC members will dis-
cussissues relating to the college's de-
partments and institutes with chairmen
anddirectors of the various programs. Ad-
ditional interaction between the NAC and
faculty will take place overlunch. Friday
afternoon roundtable discussions are
scheduled in which NAC members will
visit with groups of students.

Friday evening a banquet will be heldin

the Main Ballroom in the Ernest L. Wilkin-
son Center at which the Executive of the
Year Award will be given to an outstanding
international business executive, Mr. A,
W, Clausen.

Saturday, November 8, the final NAC
business meeting will be followed by a
very special event: the groundbreaking for
the new N. Eldon Tanner School of Man-
agement Building. Steve White, who has
presided as chairman of the NAC for the
past three years, will be honored together
with members of the NAC who will be
completing their terms of active service.
Kathrine Nielsen will also be recognized
for her term as NAC Women's chairman.
Groundbreaking ceremonies will be com-
pletedin time for the NAC membersto at-
tend a buffetand the BYU vs. North Texas
State football game. =

MANAGEMENT
SOCIETY

Inthe spring of 1980, Dean William G.
Dyersaid, "We want our graduates and
friendsto feel that they have ashare in
Brigham Young University and the School
of Management. The Management So-
ciety is the vehicle for keeping all of these
supportersinvolved and active in our fu-
ture. We encourage active participation. It
isa vital part inlinking the campus with the
mainstream of management practice.’" In
accordance with that goal and charge,
many important programs have been
plannedto involve our alumniand friends
inthe activities of the School of Manage-
ment. One of the important functions per-
formed under the auspices of the School
of Management this summer was a series
ofluncheons held in many cities through-
out the nation including New York City, St.
Louis, Houston, and Detroit. As a student
body. faculty, and staff of the School of
Management, we were delighted and ex-
tremely appreciative of the responses re-
ceived by loyal alumni, friends, and sup-
porters as members of the Dean's staff
traveled throughout the country. Many
hundreds of alumni were contacted and
made to feel a part of the dynamic work-
ings of the college.

We encourage all alumni and BYU
friends to keep us posted on how we in the
Management Society can best serve you
asyou continue to support BYU. =

Stan Quackenbush
director of
External Relations

NATIONAL ADVISORY COUNCIL

The National Advisory Council of the
School of Managementat Brigham Young
University was established in the mid-
1960s. Today it consists of about 150
business and government executives
from throughout the nation including
those who are on emeritus status having
provided faithful service to the college for
many years. The Council works closely
with our faculty to promote excellence in

the education of future business and gov-
ernment leaders.

The activities of the Council are facil-
itated through the Education Alliance, an
organization of National Advisory Council
members and College of Business/Grad-
uate School of Management students and
faculty. The goals of the Alliance are to
promote dignity. intellectuality, and spirit-
uality for individual self-realization:; to fos-

ter an understanding of, and an apprecia-
tion for, the role and contribution of
business in society; to promote business
and government leadership and its capac-
ity for effecting orderly change in meeting
the needs of society; andto achieve
educational leadership at BYU with pro-
grams that develop excellent teachers, re-
sponsible administrators. and effective
business and government practitioners. =







15 percent of all white-collar crimes re-
~sultin criminal proceedings. Firms and
. organizations give several reasons for
i3 choosmg notto prosecute, Onerea-

“victimless' crimes committed by first-
time offenders. Since many white-col-
lar criminals are God-fearing, civic
minded men or women who have spent
lifetimes in sincere and honest dedica-
tion and service to their families, their

. churches, theircountry, and theircom-

- munities, itis very hard for a judge to

- sendthemtojail.

- Thelawenforcement community of-
ten views white-collar crime quite dif-

- ferently thanitdoes violentcrime, ten--
- dingtoseeitasacivilratherthana

~ criminal matter. Inthose cases where

: .|ncarcerat:on is repommended itis:

usually only fora few days rather than
1he tymcal flveﬂo ten year sentences

.0 “
“+

Computer
thieves are
technical
experts who
can program
computers
fo cover
their trail.

- crime were the whistle blowers. AnEX—
- ample of this phenomenoninvolvesa

- clients that the client’s employees

Ostracism ofthe Whistle Blower

Athird tactor that contributestcin- A
creased fraud is ostracism ofthe

‘whistle blowers (informants). Re-

searchrevealed instanceswherethe "

‘onlyindividuals who were either per-

secuted or prosecuted in awhite-collar

A

CPA firm which informed one of its

werecommitting fr ud'TheCPAﬁrmg




WANTED BY FB

COLLAR R. WHITE

DESCRIPTION

CRIMINAL RECORD

CAUTION

EANING THIS PERSON PLEASE CONTAC C JICAL FBI OFFICE




FRAUD, CONSF OO0 FRA
CARRYING A CONCEALED PROGRAM,

WANTED BY FBI

MULTIVAC 4000 SERIES R

ubD,

CRIMINAL RECORD

CAUTION

U0t ves oo

IF YOU HAVE INFORMATION CONCERNING THIS OBJECT PLEASE CONTACT YOUR LOCAL FBI OFFICE
TELEPHONE NUMBERS AND ADDRESSES OF ALL FBI OFFICES LISTED ON BACK




r s

The law _
enforcement |
community
often views
white collar
crime as a
civil rather
thana
criminal

Routes From North Carolina
to Irish Republican Army
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“If | had it to do all over, | would struggle to put myself
through school and become a white-collar criminal.”

“They were stockpiling them,™ Mr.
Benton said, “'and then shipping rmmuﬂl
of the country

Mr. Benton referre.




Editor’s Note
ome ownership has long
been a partofthe Amer-
ican dream. But, as hous-
ing costs have continued

to escalate, that dream house has be
come elusive formany—especially the
first- time buyer. A large factor in these
increasing costs has been the cost of
financing. Interest rates have jumped
well above their historic levels, drasti-
cally affecting the price and availability
ofhomes. This article discusses the fi-
nancial institutions which provide the
funds forhome mortgages in the turbu-
lenttimes which they—and we as home
buyers—face in the '80s.

The United States has a unique sys-
tem of financial institutions involved in
housing finance. Composed of 14,000
commercial banks, 5,000 savings and

ditional unemployment, a misbalance
inthe supply and demand of building
materials, and increased inflationary
pressures.

Although the housing finance sys-
temitself does not cause housing cy-
cles, the system has aggravated the
swings precipitated by other factors.
This happens as funds which are nor-
mally available for home mortgages
are withdrawn from the market during
periods of tight credit—just when they
are needed most. The reason for this
“disintermediation’’ of mortgage funds
isthatduring times of tight money, the
government-regulated maximum rates
ofinterestavailable to depositors from
financial institutions, especially mort-
gage-oriented thriftinstitutions like
S&Lsand MSBs, are unattractive com-
pared to the rates of return offered in
other financial markets. Consequently,

Pressures for Change

One of the bestmeasures of the
long-term viability of any institution or
systemisits ability to adapt eftectively
to existing conditions. As conditionsin
the housing market have been chang-
ing, the system of housing finance has
been adapting as well. Usually, no
event or force has broughtabout this
adaptation; rather, avariety of factors
have beeninvolved which interact con-
stantly among themselves. Inthe finan-
cial institution and housing finance
area, adaptation is effected through
the complex interaction of six basic
factors, including:
1. Thefederal government—with dif-
ferent roles played by the executive,
legislative, and judicial branches.
However, these branches can often be
foundto be working at cross purposes
toeach other.

FINANCING HOME BUYING:
A Look at the 80s

By Kent W. Colton

loans (S&Ls), almost 500 mutual sav-
ings banks (MSBs), more than 750
mortgage bankers, and more than
21,000 credit unions, these institutions
and othersform acrazy quilt which has
donearemarkable job serving the fi-
nancialand housing needs of our
country over the last 40 years. How-
ever, during the pastdecadeanda
half, the residential construction in-
dustry has undergone three major
housing cycles, and we are now in-
volvedin afourth. Such cycles have
been caused by a combination of fac-
tors, including rising housing and
energy costs, inflation, unemploy-
ment, general economic cycles, and
changing population patterns. Of
course, housingcyclesare notonly
costly to home buyers who cannot ob-
tain financing, but they compound ex-
isting economic problems through ad-

depositors take their money else-
where, and sources of mortgage funds
aredried up.

Traditionally, these problems have
been compounded during those peri-
odswhenshort-terminterest rates are
higher than those for long-term funds.
Investments by thrift institutions have
been restricted by law primarily to
long-termmortgages. Therefore, the
rate of return available to these in-
stitutions through these long-term
mortgage assets is relatively fixed. As
short-terminterest rates for deposit
fundsrise above those available from
long-term mortgages. thrift institutions
are forced to pay more for their short-
term liabilities—deposit funds—than
they receive for their long-term as-
sets—mortgages. If such a mismatch
between assets and liabilities contin-
ues, it can be devastating.

2. Regulatory agencies at the state
and federal levels. Fortunately, when
adaptation has been stifled at one lev-
el, it has sometimes been able to move
ahead on anotherlevel.

3. Concerned industries, which in-
clude not only financial institutions, but
many other housing-related industries.
As many of these industries compete
among themselves, they have often
worked in oppositionto each otherand
have, therefore, negated theirin-
fluence inthe change process.

4. Technological innovations. As
changes occur in the technology of fi-
nancial institutions, such as the wide
application of computers and electron-
ic fundstransfer, innovations become
possible which alter the balance of
powerinthe financial world and there-
by add to the uncertainty of where we
are headed.
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5. The public, including consumers.
Of course, the public is deeply in-
volved, as both borrowers and savers,
inthe world of housing finance and fi-
nancial reform. Obviously, however,
the perspective of the saver (looking
for high return on savings) usually
competes with that of the home owner
(looking for low mortgage rates).

6. Economicand market conditions.
While rising inflation and high interest
rates have created an environment
sometimes hostile to housing-oriented
thriftinstitutions, the marketplace has
both created pressures forchange and
responded by developing new finan-
cialinstruments.

The Silent Revolution

The constantinteraction among
these six factors has produced a veri-
table revolution of financial reform. It
begansomewhat slowly in the early
1970s, butatthis pointitis moving rap-
idly. Consequently, the environment
and activities of financial institutions in
the 1980s will differ sharply from those
of the past. Following is adiscussion of
some of the mostimportant recent ele-
ments of the financial reform revolu-
tion.

Money Market and Other Deposit
Certificates. Perhapsthe mostsig-
nificantinnovation of the past decade
cameonJune 1,1978, with thein-
troduction of the money market certifi-
cates (MMCs). The MMC has allowed
thriftinstitutions to effectively compete
for depositors’ money during times of
tight credit, but it has also shortened
the terms of thrift liabilities and created
pressures for higher mortgage rates.
Attheend of 1978, MMCsininsured
savings and loans totalled $42.8 billion
and accounted for ten percent of their
deposit balances. Only a year later,
MMC receiptsin savingsandloans had

grown to $127 billion or nearly 28 per-
centof their deposit balances. Some
researchers estimate that by the end of
1984, fully two-thirds of savings and
loan liability will be found in short-term
liabilities such as MMCs and market-
able certificates of deposit (CDs) of
$100,000 ormore (referred to as jum-
bo CDs).

Other time certificates have also
been authorized, and restrictions on
minimum deposits and early with-
drawal have been eased. Forexample,
ondanuary 1, 1980, financial in-
stitutions were authorized toissuea
new two-and-one-half-year certificate
of deposit. The allowable rate of return
is set to be competitive with the return
ontreasury borrowings, and such cer-
tificates are expected to be popular
with savers, especially when the short-
term rates on Treasury Bills and MMCs
arelow relative to those two-and-one-
half-year certificates.

Expanded Depository Powers. In
1972, the first Negotiable Order of
Withdrawal (NOW) experimentbegan
in Worchester, Massachusetts. And, in
1973, Congress authorized NOW ac-
counts on atrial basisin the states of
New Hampshire and Massachusetts.
Innovation and pressure at the state
level fueled the growth of this concept,
and the NOW experiment expanded to
Rhode Island, Connecticut, Maine,
Vermont, and New York. In March,
1980, the Depository Institutions Dere-
gulation and Monetary Control Act of
1980 authorized NOW accounts na-
tionwide. Essentially, the NOW ac-
count allows thrift institutions to offer
checking accountsthat earn interest.
What began as a modest innovation
with 43,000 accounts and $45 million
in deposits by early 1973, hasgrownin
New England to 2.3 million accounts
and $3.8 billion in deposits. Presently

The environment and activities
of financial institutions

in the 1980 will ditfer sharply
from those of the past.

authorized nationwide, the impact of
NOW accountsis sure to be sub-
stantial.

Alternative Mortgage Instruments.
Foryears, the financial industry has
discussed alternative mortgage in-
struments as a means of diversifying
the asset side of portfolio holdings, es-
pecially for thrift institutions. Gradu-
ally, some of these concepts have
been adopted. Forexample:

1. TheVariable Rate Mortgage (VRM)
allowsthe interest rate to shift by a half
of a percentage pointperyearuptoa
2.5 percent maximum.

2. The Graduated Payment Mortgage
(GPM)isintendedto allow borrowers
to pay lessin the early years and more
in later years whenrising income al-
lows higher payments.

3. The Renegotiated Rate Mortgage
(RRM) starts at the market rate but
would be renegotiated every three,
four, orfive years. The rate could
change by a half of a percentage point
peryear uptoamaximum shift of five
percent.

Consumers arelikely to resist such
mortgages as the VBRM and the RRM
because they may bring higher rates of
interestand uncertainty. However, be-
cause these mortgages provide len-
ders with more flexible assets, higher
interestwhen ratesrise, and a better
balance of assets and liabilities, some
types of more flexible mortgage in-
struments seem inevitable.
Mortgage-Backed Securitiesand an
Expanded Secondary Market. In
recentyears, thriftinstitutions have in-
creasingly attemptedtotapthere-
sources of large institutional investors
for sources of mortgage funds. This
has been accomplished primarily
through the use of two financial in-
struments, mortgage-backed bonds
(MMBs) and pass-through securities
(PTSs).

1. Mortgage-backed bonds are bonds
which are sold by thriftinstitutions to
direct investors, the interestand princi-
pal of which are backed by the home
mortgages held by the thrift.

2. Pass-through securities, on the oth-
erhand, are essentially bundles of
mortgages which are “‘resold" by the
thriftto institutional investors on the
secondary market.

The effect of both of these in-
strumentsisto allow thriftsto generate
additional amounts of money which
may be plowed back into home mort-




gages. Obviously, however, these
securities may substantially alter the
way S&Ls do business: their role may
change fromthat of actually owning
and holding the mortgage to that of
originating and servicing a mortgage
which will be purchased and owned by
aninstitutional investor.

Virtually untried 10 years ago, PTSs
today account for more than $87 bil-
lionin mortgage debts while MBBs to-
talling $2.3 billion have beenissued by
savingsand loaninstitutionsin the
United States.

Technological Innovations. Devel-
opment of electronic technologies ap-
plicable to financial institutions is alter-
ing the way these institutions compete
for funds. For example, automatic tell-
ermachines and point-of-sale termi-
nals are attracting growing interest
from commercial banks as well as thrift
institutions. Also, "*bill-payer ser-

vices," whereby financial institutions
can pay bills directly for customers,
has heightened competitionamong
thrifts and commercial banks.

State Housing Finance Agencies
and Mortgage Revenue Bonds. State
housing finance agencies are relatively
new actorsin the process of housing
finance. Although some have expe-
rienced financial difficulties in the past,
they now seemto be receiving positive
support from both federal agencies
and state governments. Besides assist-
ing in federal- or state-funded projects
forstate-subsidized housing, a num-
ber of state and city agencies have be-
guntoissue tax-exempt mortgage rev-
enue bonds where local bonding
authority is used to raise money for
single-family home mortgages. Be-
cause interest received from such
bondsis essentially tax exemptto the
holder, mortgage revenue bonds are

able to raise money at significantly re-
duced interest rates. This provides ex-
panded opportunity for people inlower
income brackets to receive reduced
rates on their home mortgages. How-
ever, because some feel that such
bonds may compete unfairly with pri-
vate financial institutions as well as
provide adrain on federal taxes, Con-
gressis currently reviewing legislation
tolimittax-exempt mortgage revenue
bonds, and some type of limitation will
undoubtedly be established.
Although each of the reforms and
changes discussed above (and these
items only begin to scratch the sur-
face) have notmeant comprehensive
reformin and of themselves, the aggre-
gateisimpressive—andso are the im-
plications. Further, these movements
undoubtedly established the pressure
to achieve comprehensive congres-
sional reform at the national level.
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National Legislation
Throughoutthelast decade—during
this silent revolution—a number of
people proposed comprehensive na-
tional legislation to provide a new con-
text forthe change which was under
way. Efforts for comprehensive reform
were stymied through much of the dec-
ade of the seventies.' But on March 31,
1980, the Depository Institutions Dere-
gulation and Monetary Control Act was
signedinto law. This new act eased
some of the pressures on mortgage-
oriented thriftinstitutions, butitalso
raised important new questions and is-
sues. Basically, the effects of the legis-
lation may be grouped into four areas:
1. Broadened deposit/ liability powers
of thriftinstitutions. This will allow
S&Lsand MSBsto offer negotiable or-
der of withdrawal (NOW)accounts (in
essence aninterest-bearing checking
account), and afull range of family fi-
nancial services. These powers will
open access of thriftinstitutions to new
sources of funds which can be used for
housing finance and otherin-
vestments.
2. Broadenedinvestment/asset pow-
ersof thriftinstitutions. This will allow
thrifts to participate on alimited basis,
upto 20 percent of theirassets, in such
short-term investments as consumer
credit, automobile loans, and com-
mercial paper (the majority of their in-
vestments will still be in housing).
Rates on such shorter term assets
would rise more rapidly during periods
oftight credit giving thrift institutions
greater flexibility in adjusting to pres-
sures for higher rates of interest on de-
posits.
3. Expanded number of alternative
mortgage instruments. As discussed

previously, this measure will provide
expanded flexibility for lenders in deal-
ing with shifts in interest rates.

4. Moreflexible deposit rate ceilings
through a phase-out of Regulation Q
ceilings over a six-year period. This will
allow financial institutions to more ef-
fectively compete for deposit funds
during periods of tight credit, thus alle-
viating some of the pressure for dis-
intermediation.

With passage of the new legislation,
our system of housing finance has
moved into anewera. Itisnolonger
possible to look back to the past. With
the change comes new opportunities—
complete with risks and potential diffi-
culties. This next decade will be a peri-
od of transition. The remaining ques-
tionis whether we can adaptto change
in such away that we can avoid major
disruptions.

A Look to the Future

A number of possible outcomes ex-
istfor the future. Although no one has a
crystal ball which will allow us to pre-
dict the results with precision, reformis
farenough along thatitis possible to
begin to examine the financial impacts
in each of three areas.

Impacton Financial Institutions. The
impact of financial reform on financial
institutions themselves will be wide-
ranging. Basically, there are six areas
of concern.

1. Many have argued that financial re-
form will mean the homogenization of
allfinancial institutions. Considering
the current direction of federal reform,
such an outcomeis unlikely. Forone
reason, even underthe most liberal re-
form considerations, thrift institutions
will notbe given commercial lending

The secondary market could
be providing 40-00 percent
of all conventional mortgages
within o to10 years.

powers. Further, S&Ls and MSBs will
continue to view housing as their pri-
mary lending activity.

2. Thetrendtoward money market
certificatesand jumbo CDs can be ex-
pected to continue. Asindicated pre-
viously, prehaps two-thirds of S&L
liabilities will be in such short-termin-
struments as early as 1984. On the oth-
er hand, thriftinstitutions will continue
to experience a need for competitive
middle-range liability instruments. The
two-and-a-half-year certificatesin-
troducedin 1979 should find growing
popularity, particularly as shorter term
interest ratesdrop relative to longer
range rates. Other midrange in-
struments will also probably be devel-
oped astime proceeds. Furthermore,
the NOW accounts which have been
legalized nationwide will also help to
provide flexibility for thrift institutions.
3. Ontheothersideofthebalance
sheet, the thrift institutions will contin-
ue to experience increased need for
flexibility in their assets. To meetthese
requirements, thrifts may be expected
to become more involvedin consumer
lending. Regarding mortgages, new
mortgage instruments, such as the re-
negotiated rate mortgage or the price
level adjusted mortgage will also be re-
quiredifthe thriftindustry is to function
inthe decade of the '80s. Onein-
novative mortgage instrument now
being discussed which may be offered
inthe future is agraduated payment,
renegotiated rate mortgage.

4. Thefuture willalsolikely seeacon-
tinued trend toward thriftinstitutions
offeringa full range of servicesin order
tobecome *‘family financial centers."’
“Bill payer services' and automatic
tellermachines through the use of
computersin banking will probably be-
come more common.? Asthe new law
provides, thrifts will be expected to as-
sume more of the powers currently
held by commercial banks. With such
capabilities, the thriftindustry should
be able to become more competitive in
attracting customers and servicing
their needs.

5. There willbeacontinued emphasis
among thriftinstitutions on turning to
the secondary market as ameans of
providing funds for housing finance.
Already begun with the movement to-
ward pass-through securities and
mortgage-backed bonds, thistrend
holds the potential of providing greater
resources for housing by tapping in-
stitutionalinvestors and helping toin-
tegrate the mortgage and bond mar-




kets. However, this will undoubtedly
alter the way many S&Ls operate by fo-
cusing more of their profits on origina-
ting and servicing mortgages, but
some of the risks involved in maintain-
ing the precarious balance between
long-term assets and short-term liabi-
lities will be eliminated. In fact, this
movementis now so strong thatitis
possible that the secondary market
could be providing 40 to 50 percent of
all conventional mortgages within five
totenyears.

6. Throughoutthe coming decade,
some thriftinstitutions will likely face
severe solvency problems. The source
of their difficulties will be in their stock
of assets which are frozen in low-yield-
ing mortgages issuedin the 1960s and
1970s. Consequently, the 1980s will
see increased pressure to allow thrift
institutions to sell their older low-yield-
ing mortgages to federal credit
agencies such as FNMA or GNMA.
Further, because of the significant
spread between the rates of the older
mortgages and current rates, the mar-
ket price for such mortgages will be far
below face value, and government
subsidies may be required to help ab-
sorb the loss and keep thrift institutions
solvent.

ImpactonHousing. Thereareat
least three areas of concern regarding
the future of the housing market: (1)
the effect of financial reform on interest
rates, (2) effect on the overall size of
the inventory of houses, and (3) the im-
pacton housing cycles.

Thefirsttwo areas are closely re-
lated because, as mortgages rates
vary, the demand for housingisin-
fluenced, and therefore, the overall lev-
el of homebuilding. To some extent,
the impact of financial reform on future
mortgage rates and on the rate of home
building will likely be offsetting. Onthe
one hand, access of thriftinstitutions to
expanded deposit powers through
NOW accounts or checking accounts
will provide new sources of money, a
portion of which will undoubtedly be
investedin housing. On the other
hand, the involvementin consumer
lending may lead to a smaller percent-
age of thriftinstitution assetsin hous-
ing. Furthermore, greater flexibility in
the interest rates paid to depositors will
enhance the ability of thrifts to com-
pete for funds during periods of tight
credit; but, increasesin deposit rates
and other changes may alter profit
margins and apply pressure to raise
mortgage rates. Since the effects of re-

form seemto push in counterdirec-
tions, the ultimate impact on future
mortgage rates and the stock of
houses is still unknown.

The future in the third area—housing
cycles and the stability of the flow of
mortgage funds—is slightly clearer but
stillimprecise. Three basic trends may
be expected to affect the availability of
mortgage funds:

1. Flexible ceilings on rates of return
offered to depositors will allow thrifts to

sumer'sinterests can no longerbe
taken lightly. Savers may be expected
tocontinuetodemandandtogeta
more equitable distribution of interest
on deposits. Forthe borrower, this
could lead to difficulties, however. As
higher rates of return are paid on de-
posits, savers will no longer be sub-
sidizing borrowers. As interest rates for
borrowers rise, housing costs will con-
tinue to skyrocket. This, of course, will
especially mean difficulties for the first-

As higher rates of return
are paid on deposits,
savers will no longer be
subsidizing borrowers.

compete more effectively for fundsin
periods of tight credit.
2. The development of new “‘savings"’
instruments will provide thrift in-
stitutions with new sources of money.
3. Broaderinvestment powers will al-
low thrifts to offer alternative mortgage
instruments and shorter term credit
which will allow areturnonin-
vestments that more effectively match-
estherising costs of funds.
Onceagain, however, there are off-
setting factors. Thrifts may be ex-
pectedtoincrease their deposit base,
buta portion of these increased funds
will likely find its way into nonhousing
loans. Even with an altered system of
housing finance, housing cycles will
undoubtedly continue to appear peri-
odically, due toavariety of factorsin-
cludinginflationary pressures and fluc-
tuationsin monetary policy. Hopefully,
however, extremes ofthe cycles will be
eased.
Impact onthe Consumer. Consid-
erations of the borrower and the saver
have traditionally been secondary in
the discussion of housing finance re-
form. Now it appears that the con-

timebuyer. Tocompensate, there will
probably be a growing number of gov-
ernment programs to aid first-time
home buyers. Included may be such
programs as a tax deduction for saving
forafirst downpayment, increased use
of graduated payment mortgages,
greater use of “'wrap-around’’ mort-
gagestoallow buyers to assume lower
interest rate mortgages, inclusionary
zoning (forcing developers to build a
certain number of low and moderate
income housing unitsin return for zon-
ing concessions), and tax-exempt
mortgage revenue bonds.

The next decade will undoubtedly be
aperiod of transition. New opportu-
nities exist, but there are also numer-
ousrisks. The future of our system of
housing finance will depend on our
abilitytoadapt. =

'For a discussion as to why these efforts failed, see KentW.
Colton, "'Financial Reform: A Review of the Past and Prospects
for the Future,"” Journal of the American Real Estate and Urban
Economics Association, Spring, 1980, and Sidney L. Jones,
The Development of Economic Policy: Financial Institution Re-
form, The University of Michigan, 1979.

‘KentW, Colton and Kenneth L. Kramer, Computers and Bank-
ing, Plenum Publishing Company, New York, New York, 1980
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| | ovember 8, 1980, has been
| setfor the ground breaking
2 forthe N. Eldon Tanner
Building, the new home of BYU's
School of Management. The seven-
story structure will be a monument
to both President Tanner and the
university's increasing role as a
major influence in the business
world of tomorrow. The modern
structure will cost $12 million,
Completion is expected in late 1982.
The Tanner Building is a tribute to a
man who has been successful not
only as a business leader butas a
spiritual leader as well. President
Tanner's many accomplishments and
fine character traits have long served
as a model for graduates of BYU's
School of Management. His many
accomplishments are well known to
the friends of Brigham Young
University.
Planners and architects have tried
to create an edifice that will be
remembered not just for the
educational operations it houses,
but for the attractive, functional
.},' way it makes use of the avail-
@g able space. The Salt Lake
2 . architectural firm of Fowler,
7.4 Ferguson, Kingston and
r Ruben have designed for us
a structure that will be a
campus landmark.
. The structure will
be located north-
east of the Rich-
ard's Physical

1

Education Building, a site selected to
take maximum advantage of the sun's
rays. Sunlight will stream through
windows on the south and north faces
of the rectangular structure, and
through the glass-covered central
atrium, permitting light to reach
interior rooms.

The landscaped atrium (central
court) will serve another function as
well, Qutside air entering the building
will be preconditioned before being
circulated to interior rooms. The result
is a considerable saving in energy
costs.

The 120-foot-high building will also
serve as an easy passageway from the
upper level of campus to the lower
level. Elevators will make the building
particularly helpful for the
handicapped.

The 120,000 square foot building

will have two auditoriums. It will house
School of Management faculty
members in individual offices within
department complexes. Classrooms,
study rooms, laboratories, library
facilities, and computer facilities will
be among the best available anywhere
in the country. We are delighted to
present this artist's conception of the
new N. Eldon Tanner Building, the
future home of the BYU School of
Management . . .

This beautitul new facility is financed
totally by the donations of friends of
Brigham Young University. We
encourage anyone interested in
participating in our fund-raising effort
to contact Dean William Dyer. Your
help and continued support will be
greatly appreciated. =
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COMMENT

We Need aNation ¢

ADAPTED FROM A FORUM PRESENTATION A]

Personal Responsibility and
Organizations: We Need a Nation of
Scholar-Leaders

nthe book, The Once and Future King, T. H.
White retells the legend of King Arthur. Inso
doing, he captures an interesting dimension of growing up,
learning, and accepting responsibility. When the young
Arthur, affectionately referred toas **Wart'' in the account,
isdespondent, a little confused, and sad, he goesto Ector
and asks what he should do. Ector says he should go see
the magician, Merlin, for some advice asto how to handle
his frustrations. When he approaches the magician,

Merlin responds as follows:

“The best thing for being sad, "' replied Merlin, beginning
topuffandblow, "istolearn something. Thatis the only
thing that never fails. You may grow old and trembling in
youranatomies, you may lie awake at night listening to the
disorder of yourveins, you may miss your only love, you
may see the world about you devastated by evil lunatics, or
know your honor trampledin the sewers of baser minds.
There is only one thing for itthen—to learn. Learn why the
world wags and what wags it. That is the only thing which
the mind can never exhaust, neveralienate, never be tor-
tured by, never fear or distrust, and never dream of regret-
ting. Learning is the thing for you. Look at what a lot of
things there are to learn—pure science, the only purity
thereis. You canlearn astronomy in alifetime, natural his-
tory in three, literature in six. And then after you have ex-
hausted a milliard of lifetimes in biology and medicine and
theocriticism and geography and history and economics
why, you can then startto make a cartwheel out of the
appropriate wood, or spend fifty years learning to begin to
learn to beat youradversary at fencing. After that you can
startagain on mathematics, untilitis time to learn to
plough.”

Learning: A Solution to Life's
Frustrations

subscribe to thatadvice. The solutiontolife's
aggravationsistolearn. Andthe solutiontoa
frustrating life isto develop an attitude of
learning.Each of us needs to develop an attitude toward life,
toward organizations, toward the university, toward the
Church, toward the state, toward the corporation, and to-
ward each other of learning and of growing. We reduce the
anxietiesand confusions of life by developing a criterion
forthinking thatis based on analysis, interpretation, ex-

BY J B ONN
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f Scholar -1 caders
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trapolation, and extension of ideas rather than on judg-
ment, classification, and rigid acceptance or rejection.

Student Versus Scholar
Perspective

he term student is arevered termto me.
Although | will suggest a metaphor that may
notreflectmy reverence toward students, |
do so only to make a point. Students arelike computers.
The system sits there waiting foran input to be determined
by something like a professor, a textbook, oran expert
source thattells the student what is appropriate or whatis
desirable or whatistrue. The informationis putintothe
computerand, by some previously designed operational
system, isclassified, perhaps processed a bit, and then
stored in some way for easy retrieval. That retrieval is
triggered by something like a guestionin a classroom,

an assignmentto write a paper, or a questionon an
examination.

lwonder if our studentmodel has corrupted usin the
ability tolearn and to grow. | wonder if we have simply
mastered the art of taking a class. That can be pretty emp-
ty. Thereis life after college!

We should develop an eternal perspective ratherthana
semester perspective. We have different people reviewing
and evaluating rather than a single teacher, and some-
timesthe student model gets in the way. Sometimes the
student model undercuts our capacity to cope in acom-
plex world. What is needed today is a scholar model.

Astudentasks whatto do, ascholar searches and pro-
poses what to do. A student blames the system for failure,
ascholar has no needto blame anyone. He or she accepts
responsibility for correcting a failed system. A studentlis-
tenstojudge, ascholarlistenstolearn. A studenttransfers
to the university, to the professor, tothe boss, orto God
both credit and blame that the individual should accept. In
the process of so doing, we defaultin the mostimportant
function we have to perform: to decide what the meaning
oflifeis.

The Scholarand Personal
Responsibility

rom the scholar perspective, we do not
search for the meaning of life, we define it, we
developit, we create it. We don’t seek outwho
we are. Ouridentity is not found by searching across the
land. Ouridentity is something we decide. Students
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expect someone else to define them; scholars accept the
responsibility of defining themselves. Students expect the
textbook to have the answer, and they wantto know
whetheritis Aor B. Scholars accept the fact that Amay be
more appropriate today, but B may be tomorrow.

|wasintrigued recently in reading Norman Cousin’s
book, Anatomy of an lliness, where he describes how he
acceptedthe joint responsibility with his doctor for his own
health. He was told that his odds for getting better were
500-1 against, and he said when thatannouncement was
made he decided he had to become a participantin this
processin away he had not considered previously. Nor-
man Cousins, as the editor of the Saturday Review, had
available to him aresearch staff. He sent his research staff
outtodoasurvey of various medical findings, and he
found that what his doctors were prescribing was not ac-
curate. Norman Cousins did not blindly accept the diag-
nosis and prescriptions hisdoctor had arrived at working
with incomplete data. Norman Cousins took the scholar-
leader role and asked why. He found that the prescribed
medication and the hospital environment were in-
appropriate. He determined that what he really needed
was some Vitamin C, some laughter, and a pleasant envi-
ronment. He moved himself out of a hospital into a nice
hotel room. He started taking Vitamin C and watching Lau-
reland Hardy moviesand he got better.

Cousins became part of the healing process. He applied
the power of the participant, rather than to sitback and
defer to the expert doctor.

Another example touches upon an uncomfortable and a
difficultissue, but one that | find terribly compelling. Victor
Franklin Man's Search for Meaning, describes the fate of
people in the concentration camps in Nazi captivity. He
argues that what was needed was a fundamental change
in attitude. Attitudestowards life, he said, had become too
self-indulgent, too narcissistic, too self-serving, to really
understand what was going on and to survive the brutality
ofthe camp. Intalking about the men in his camp, he said,
"what was really needed was a fundamental change in our
attitude towardslife. We had to learn ourselves and fur-
thermore we had to teach others that the issue was not
what we expected from life but what life expected from us.
We needed to stop asking what the meaning of life was
andinstead think of ourselves as those who were being
questioned by life daily and hourly."”

Beyond “Looking Outfor
Number One”

uranswers must consist not simply in talk and
meditation, butin right action and conduct.
Life ultimately means accepting responsibility
to define appropriate answers to each problemasitcomes
up. Themore you look for the meaning of life, lwould argue,
the less you would find it. We can only be trapped by the
contemporary pop psychology of ‘looking outfor No. 1,”
“winning through intimidation," "'pulling your own
strings,"" "'being your own best friend," and the whole raft
of pop psychology books that tell you how to beat the
system, take care of yourself, indulge yourself at the
expense of other people, be calloused and insensitive to
the needs ofthe world around you in order to come outon

top and win that game of competition with each other.
The more we become victimized by such philosophies,
the less capable we are of turning each of life's eventsinto
alearning experience rather than justan historical
occurrence. We have got to become an involved part of
the dynamic, ratherthan a simple part of a static system.
Thisissue of self-service is not new. Itis not a product of
our most recent five years. | refer to John Steinbeck's
commentsin Grapes of Wrath, where he described some
ofthelandowners of the 1930s: “Some were kind because
they hated what they had to do. Some of them were angry
because they hated to be cruel. Some of them were cold
because they longago found that one could notbe an
owner unless one were cold. And all of them were caught
up into something larger than themselves. Some of them
hated the mathematics that drove them and were afraid.
Some worshipped the mathematics that drove them be-
cause it provided a refuge from thought and from feeling."

The Student and Overreliance on
Organizations

think we have overdemanded our organiza-
tions to the point that we can only, ultimately,
feel betrayed. Oureconomic, political,
academic, social, and religious systems cannotanswer all
of the demandsthat we place onthem. They cannot be
aware enough. They cannot have an efficientenough
information processing system to cope with the exponen-
tial explosion of information. They cannotacquire, digest,
analyze, and resolve all of the complex and contradictory
datareceived.

There is growing evidence of the failure of organizations
justasthereis growing evidence of shortcomingsin the

A student asks
what to do,
a scholar searches
and proposes
what to do.

A student listens

to judge,
a scholar listens
to learn.
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student perspective of life, Consider these examples:
Fifty percent of Organizational Decisions Ig-

nored. Forthepast15years, | havebeen collecting ob-
servations of managers, executives, people who seem-
ingly are in positions where others expectthemto runan
organization. One of the things | found interesting was that
about 50 percent of the decisions these people make are
never carried outin organizations. Not 50 percent of the
random commentsin ahall “why don’t you look into this,
Sue,"" but 50 percent of the formal decisions you cantrace
to board minutes, to memorandathat are distributed in an
organization, Half of those decisions are not carried out!
Why are they not carried out? Because no one person
knows enough to account for all the variables in making
those decisions. No one person nor one group—notthe
Soviet Politburo, notthe Board of Directors of Exxon—can
make all the decisions that will dictate the behavior of
every member of that organization. ‘'‘Democracy by
default’” may not sound elegant, but I think it comes from
the inability to account for or control all the variables. The
result of these decisions based onincomplete information:
50 percent of the decisions are not carried out.

When | was collecting my observations on this particular
issue, | attempted to ask many people for their evaluations.
When Iwould fly in an airplane, lwould try to sitnexttoa
person | felt was a business executive. (Sometimes | was
badly mistaken, and that was an interesting experimentin
itself.) | would sit nextto someone that looked like an exec-
utive and lwould say, “'lam doing a research project, and |
have been working in an organization where | find that half
ofthe decisions made are not carried out. What do you
think? It seems high tome. Can you believe that that is
really true?”’ Theresponses| gotwere almost all con-
firming. In fact, one individual said, 'Gee, | think that is

rightand maybe itiseven alittle low. If 50 percent of my
decisions got carried out, | would be delighted.”

The Wrong Decisions Are Carried Out. Thissame re-
spondentwent on to make another point about failingsin
organizations. After confirming that many decisions are, in
fact, ignored, he wentontosay, "Butlwould argue that
the survivaland success of business depends on that 50
percent thatare notcarried out."”

Thatisatellingargument, the fact that many decisions
shouldn’tbe carried out. Now again, that is not comfort-
able to the administrator or the executive who sits back
frustrated because orders are not followed. And, unfortu-
nately, | have observed that ofttimes itis the wrong 50 per-
centthatarenotcarried out. The good decisions are re-
sented by the rebellious deviants, and the bad decisions
areimplemented by enthusiastic zealots. Somehow we
need a nation of scholars, a nation of leaders, to discrimi-
nate as to which decisions ought to be carried out. But the
moreimportant pointis notto sit back in judgment of
which 50 percent, but to become part, in aresponsible
way, of that process.

TherelsaCrisisin Organizational Leadership. |have
been collecting other data about organizations which re-
veal aninteresting trend. There is a crisis of leadership.
Thereis, indeed, a crisis of confidence in our institutions:
government, corporate, union, and military. | have been
measuring the attitudes that people have toward those
above and below them in organizations. | founditinter-
esting that 15 years ago when | started studying this, |
asked people to rate some of their character traits on sev-
en-pointscales. Consistently, these self-ratings came out
about5.7. Now there is nothing very significantabout that
particular point until we use it as a reference for comparison.

Inthe course of this research | also asked people to rate,
using the same seven-pointscales, their bosses and their
subordinates. Fifteen yearsago, they saw their bosses at
abouta 6.0 (three-tenths of a point above themselves) and
they saw their subordinatesata 4.2 (abouta pointanda
half below them). That was a consistent pattern regardless
of organizational level. Vice-presidents saw the president
atabouta6,themselvesat 5.7, and the department heads
atabouta4.2. Firstline supervisors saw themselves at
aboutab.7, their foreman at about 6.0 and their subordi-
nates at about the same point of 4.2. These people saw
themselves as a lot better than their subordinates, and al-
most as goodastheir boss. Therefore, when they commu-
nicate with the boss, they expected the boss to have full
confidence inthem andtothink they were almost as good
astheboss. Conversely, however, they expect subordi-
natesto be inferior clods, and they talk down to them, dis-
regard them, and belittle them. They have little confidence
insubordinates’ ability to function, and, therefore, they
over-controlthemand harrass them.

Those indicators held for several years. Butas the
1970s began, | started getting different data. People still
ratedthemselves at5.7 on an average, still put their subor-
dinatesatabouta 4.2, but now the bosses were comingin
ata 5.7 also. So now my conclusions about their relation-
shipschanged. They now saw themselves as alot better
than subordinates, and as good as their boss. Many
people now felt that they could do the boss’s job as good
asthe boss. They were losing confidence’in their superi-
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ors. By the middle of the '70s the data changed again.
Startingin 1975 or 1976 the data started to look this way:
Individuals still rated themselves at 5.7, subordinates
about4.2 and bosses were averaging 5.3. Now my inter-
pretation changed one more time: they now see them-
selves as alot better than their subordinates and quite a bit
better thanthe boss. They concluded that there is nobody
inthe world as good as themselves!
Organizational Lying. Onefurtherbitof evidence ofthe
failing organization was reflected in a recent study of or-
ganizational lying—outright misstatements of the truth.
The study discussed the external pressures on organiza-
tionsto misrepresent their performance. The emphasisis
onthe facade rather than substance. Organizational re-
wards come from positive external reports, valid or not,
instead of the internal criterion of genuine service.

There are pressuresto lieand to misrepresentin all or-
ganizations. These need to be identified.

The Organization As a Haven from

Self-Responsibility

he organization has become a mechanism
that many of us use to absolve ourselves of

the burden of makingdecisions that only we
can make and of accepting responsibility for thinking. Or-
ganizations will notand cannot replace the individual's
need to become a scholar-leader who participatesin the
dynamic process of deciding. We cannot be spectators.
We cannot shift the burden for self-development to others.
Besides, organizations simply don'twork that well.

Asa ‘"‘student’’ society, we have come to expect of or-
ganizationsfunctionsthat only we asindividuals can be
responsible for. And when they fail to meet these expecta-
tions, our confidencein organizational leadership drops.

Weall need to be scholar-leaders. Our contemporary so-
ciety isso complex, thatitbehooves each of ustobecome
notonly minimally informed, not passive members, butin-
credibly well-informed, active members. The burden is se-
vereon all of usto be scholars and leaders, to develop the
analyticaltools to understand what organizationsin our
societies are doing, and to make fewer demands upon
them. Not fewer demands in terms of morality or ethics,
but fewer demands in terms of the universality of organiza-
tions serving needs we must ultimately be responsible for
asindividuals. We must demand of leaders of essential
organizations, dignity and morality. We must expect less
in terms of total output.

Our civilization depends on thatinformed citizenryin a
way we have never depended on it before. The information
available istoo complex, the demands and opportunities
forimmorality are too high, the demands and opportu-
nities for misrepresentation are too great, and the opportu-
nity for organizational encroachment in private livesistoo
great.

But the positive opportunities are also great for accept-
ing responsibility for our own involvementin life as schol-
ars, defining our own learning and performance objectiv-
es, evaluating ourselves, making proposals instead of
simply asking questions, and listening to learn rather than
to judge. | hope we can do that. | hope we can become
enthused, committed, informed participants rather than
ones who sitback condemning the system because it
does notdefine things our way. Andinthe process, | hope
that we clearly can gain anincreased confidence in our-
selves. | hope that we don’t wait for the university or for the
nation, or the state, or the corporation to change our
world—butinstead, accept responsibilities for being part
ofit. When organizations fail, don't just blame the system,
but accept the opportunity to become part of a changing
process of the world in which we live. =

Organizations cannot replace the
individual’s need to become a
scholar-leader who participates
in the dynamic process of deciding.
We cannot be spectators. We cannot
shift the burden of self-development
to others. Besides, organizations
simply don’t work that well.
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ford University and the University of II-
linois.
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A ham Young University.
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BYU. His present research interests in-
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School, Syracuse University, and his
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stitute of Technology. He has published
several articles and is an active consul-
tant. He is currently doing research in the
areas of housing finance and national po-
lice control systems.

David J. Cherringtonis an
active consultant inthe
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havior. He received a
DBA from Indiana University in personnel
and organizational behaviorand later re-
ceiveda DBAin asupportive field, social
psychology. He is presently an associate
professor of organizational behavior at
BYU.

Harold T. Smith received
hisM.A. degree from the
University of Northerm
Coloradoand his Ed.D.
degree from Brigham Young University.
He is coauthor of the Administrative Man-
ager (SRA Publishing, 1978), and his
present research interests include ad-
ministrative office management and the
office of the future. He is currently a pro-
fessor of administrative management at
BYU.

J. Bonner Ritchie, chair-
man of the Department of
x Organizational Behavior,

received his Ph.D. from
the University of California, Berkeley, in
organizational theory—industrial rela-
tions. He isinvolved in consulting, devel-
oping management programs, and per-
forming research in several fields
including managerial decision making
and worker alienation.

? PaulH. Thompson, as-
sistant dean of the Gradu-
ate School of Manage-
ment, BYU, isalso a
proiessor of 0fgan|zat|ona! behavior. He
received his DBA from Harvard Graduate
School of Business Administration. His
current research interests include career
development of professionals and moti-
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Dr. William H. Baker is as-
sociate professor of busi-
nesseducation and ad-
ministrative management
atBrigham Young University. He has
served as asenior analyst for Kemper In-
surance Companies in Long Grove, II-
linois, communications specialist for
Commercial Security Bankin Salt Lake
City, and consultant to other companies
inthe Westand Midwest. Dr. Baker has
coauthored two books and written a
number of additional articles published in
national educational and trade maga-
zines. He hasrecently completed a na-
tionwide study pertaining to word pro-
cessing, and a survey of administrative
managers to determine middle man-
agers' perception of the impact of mod-
em office technology.
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