8
g
2




RS e R N

S

LX

1l l‘! " g
"' _l.v.t. ()

A N N W MU M R AN USSR TR N T

s

%

» 4

O A

M N AL 2 M MU ML, A MM S WL WAL LMWL

2
EE.

FEERE

FEEE

25

(rreE
r

§ &

L e

——

; !’ ‘ ."tsf rq l\," "J 0"-"‘5! X » r.-"' .n

Wl

L WYL

S e HocS

S



AK KR AN ASAAK DANK SN

AN AN A A A US TR N VRS

MM W RN RN R AR AR AN AR AT

£

Soan "

Ll

O

L‘l(’\{'.- d

o
g T
[N

HUMAN RESOURCES
P L ANNING

SR Ll

(%
P *:":

FILE COPY

Y MAY 8&k 9 1986

N ’

.:'
A
L

B

T T 86 11 19 pee

s o

"’-‘F'I ’I”lf“'\'\.".‘! M"v\ - - - -s‘\-y.?\-\ A LA . - - -
% SO AL N N SIS GAERAGCR AL SR .tc. 0.-'..‘!!..n0



s e e

-

-

-

‘:.‘.4‘ R R R N N N R I T 078 gt gul 0 A g 1

UNCLASSIFIED

SECURITY CLASSIFICATION OF THIS PAGE (When Data Entered)

‘. A.. «A' J 4

“Ra® 020 a0 oV 4 So* 4 i VW

PP TR TS

REPORT DOCUMENTATION PAGE

READ INSTRUCTIONS

BEFORE COMPLETING FORM

| .
i. REPORT NUMBER

N/A

2. GOVT ACCESSION NO,

3. RECIPIENT’S CATALOG NUMBER

4. TITLE (and Subtitle)

2ND NATIONAL FORUM ON HUMAN RESOURCES PLANNING

5. TYPE OF REPORT & PERIOD COVERED

Final, May 8 and 6, 1986

6. PERFORMING ORG. REPORT NUMBER

7. AUTHOR(s)

Syllogistics, Inc.

Various authors.

This document is the
proceedings of the Second National Forum and con-
tains articles by numerous authors as well as high-

ional Forum,

8. CONTRACT OR GRANT NUMBER(®)

F49642-84-D0038

5514 Alma Lane, Suite 4

9. PERFORMING ORGANIZATION NAME AND ADDRESS

00

5
12

10. PROGRAM ELEMENT, PROJECT, TASK
AREA & WORK UNIT NUMBERS

PE 92198D

Washington, DC 20330-5060

221 511\ 103

It CONTROLLING OFFICE NAME AND ADDRESS
HQ USAF/DPAC

12. REPORT DATE
May 8 and 9, 1986

13. NUMBER OF PAGES

324

4. MONITORING AGENCY NAME & ADDRESS({! different from Controliing Ollice)

t5. SECURITY CLASS. (of this report)

Unclassified

15a. DECL ASSIFICATION/ DOWNGRADING
SCHEOULE

16. DISTRIBUTION STATEMENT (of this Report)

Approved for public release; distribution is unlimited.

Same as item 16.

17. DISTRIBUTION STATEMENT (of the abatract entered in Block 20, If different from Report)

18. SUPPLEMENTARY NOTES

Careers Leadership Organization
Dishonesty Screening Management Performance
Drug Screening Mission Effectiveness Training

19. KEY WORDS (Continue on reverse aide If necessary and identity by block number)

resources management.

20. ABSTRACT (Conotinue en reverse side if neceesary and identify by block number)
J=> This report contains the proceedings of the second annual National Forum on

Human Resources Planning for Private Sector and Defense Leaders.
was sponsored by Assistant Secretary of Defense for Force Management and
Personnel, the Honorable Chapman B. Cox, who hosted the general sessions.
Forum brought together 115 high-level representatives from Government, industry
and academia to encourage and facilitate meaningful and continuing dialogue

among senior Government and private sector leaders concerned with human
The participants were assigned to one of ten panels,

The meeting

The

A

bb,

- PR
5. 03 85 970,579 8%.

FORM
JAN T

ur3

W Mgy @ W
R v

EDITION OF ' NOV 65 IS OBSOLETE

Wy W 0™

N

SECURITY CLASSIFICATION OF THIS PAGE (Wien Dets Entered)

Ry

N 4 " ),
P ACTACACEY
woafagnisd "

- W
Sulingen
4 “::""

J l"'q"l

TR AR
¥ kﬁi
o".'qll

Aeaaved
“ﬁg‘%s 3 ‘“‘ A
L
"ﬁ ’z‘$§0 c’;f

‘ G *’:‘.’55

AN
"’, l"""ﬁ'i )
'f&: \3‘ 5
LA
£ /

‘:‘
A ' LNy s“ ’::
X N
Pty deele
AR
[

J

0
o

@
ARy
e ”I:Q:::Q‘Q.
t

: l".iﬂ'i-. Wt

¥ :‘: 4 ‘::.::.t.:e:.:c‘:
.:.o".l. et
titadaiiall

.. g
At LU
AR

)
()
A

l' 0'.‘.'
' '1?-!.!-:.9‘,::'
[ ] @

.:||‘.l

)

o
‘ 05
i,

e

";

P4
L4
P

¥



d L% ) e Gt 4 OOV l.ﬁ'.

UNCLASSIFED
SECURITY CLASSIFICATION OF THIS PAGE(When Data Entered)

20

#

each discussing a different area of human resources management. The report
contains a summary of the Forum and various articles relating to each of the .

panel topics.

RONICM
__é_‘-)_‘_:(\*

- %
< 4
0
5%
"

<,
o
1@

)
oY
5

NP Y,
’E‘.ﬁf-‘%;;

UNCLASSIFIED
SECURITY CLASSIFICATION OF THIS PAGE(When Data Entered)

P S R AN AN D



LTI IO MY WY VAR RN I NN X Y3 005 a¥ aRR e tatatalaa e P Tt ln® 122 8 £ 300 0.0 b 0 5,80 8 2 A Rd e B 002 8% AVa Ate 10a a0ty Sal. ¥, g, . « b et pretet

.. l‘""“
e~ BTSN3

"L e e )

PROCEEDINGS
OF THE 3
2nd %

NATIONAL :

u ™M | i
DTIC

ELECTE
_ NOV 2 01986 3

A

_
<

F O

MAY 8&9 198%6 3

f
’ $
HOSTED BY: :.'y.
Py
THE HONORABLE LIEUTENANT GENERAL g
CHAPMAN B. COX E.A. CHAVARRIE :
ASSISTANT SECRETARY DEPUTY ASSISTANT SECRETARY ‘
OF DEFENSE OF DEFENSE v
(FORCE MANAGEMENT AND (MILITARY MANPOWER AND t"'
PERSONNEL) PERSONNEL PLANNING) ?
4 * (34
! ]
& 3
This document has been approved '\S
for public release and sale; its Al
distribution is unlimited. N




w0 ol 8h Ugh 030 009

TABLE OF CONTENTS

EXECUTIVE SUMMARY

NATIONAL FORUM ORGANIZATION, OBJECTIVES,

AND PARTICIPANTS ! N

]

National Forum Objective 2 Iy
National Forum Organization 3

Participation in the Second National Forum.......ce.

T e

-
Meat

i
¥ 2 NATIONAL FORUM PRESENTATIONS AND AGENDA ........

L= 2N - B

Agenda

Welcoming Remarks (
The Honorable Chapman B. Cox .
Assistant Secretary of Defense for Force '

)

Management and Personnel

Summary of Address
The Honorable Norman R. Augustine '
President, Martin Marietta Corporation

Address by Mr. Robert D. McBride
President, National Steel Corporation

Summary of Address o
The Honorable William E. Brock Y
Secretary of Labor

Address by General John A. Wickham, Jr.....onniininnns
Chief of Staff, United States Army

Address by the Honorable Donald A. Hicks......cnenn
Under Secretary of Defense
for Research and Engineering

Overview of Moderated Discussion

) of Panel Findings

\ Mr. David A. Weeks 2,

y Senior Vice President o~
The Conference Board .

NATIONAL FORUM ISSUES, PROCEEDINGS AND ............
PANEL REPORTS

. ’
. s f Fy Wy ., - - y L4 A - A A ] - hd N "' \' I“ l-‘ " " \' \' " 5- ‘- .y .‘ N
At o e R IR O oL RN U AR 2 R A T A S WL T A AN A, o



SECTION

APPENDIX 1

APPENDIX 2

APPENDIX 3

APPENDIX 4

APPENDIX 5§

APPENDIX 6

APPENDIX 7

APPENDIX
APPENDIX

APPENDIX

ANNEX A

TAccess-iohml"’o“;—m
NTUS  GuaAsl
DTL Ter

Utsreurred
Jariie:

Ry,

.‘.'H‘Lion___“_____‘—

o ‘—"_"_“—-h——-—h‘

9

10

-

]

-Di “tribution/
i Availabiltty COC.I

Di::t\ ‘

cpecial

Avail nd/op

es

Sttt o S G

TABLE OF CONTENTS

(Continued)

The Austere Budget and Human Resources.........cccevrencne.
Management: Contributions and Challenges

Fostering Innovation: Implications for Policy
and Organizatior.

Human Resources Challenges in the 1990s........vccveeeenne

Structuring Organizational Rewards to Motivate.............
Performance

Developing Today’s Careers to Produce Tomorrow’s......
Senior Leaders: Implications of a Changing World

Training to Increase Productivity and Improve...............
Quality: Costs and Benefits

Work and The Family: Implications for the
Organization

......................

Changing Organizational Cultures to Build........ccccccernne.
Organizational Effectiveness

Employee Privacy Versus the Concerns of the
Organization: Medical, Drugs, and Dishonesty Screening

Identifying and Increasing the Contribution.........ccc.......
of Human Resources to the Bottom Line -
Mission Effectiveness

FORUM DIRECTORY

i

l o sty

1-1

2-1

4-1

5-1

7-1

8-1

9-1

......



e

-y 1% 2t 2*R e’k

@

&3
<

LSy &

278,

N

it aiatat8 ath

T T T O O O e ywowh Ste. avLWL

NATIONAL FORUM ON HUMAN RESOURCES PLANNING

FOR PRIVATE SECTOR AND DEFENSE LEADERS

EXECUTIVE MMARY

The second National Forum on Human Resources Planning for Private Sector

and Defense Leaders was held at the Sheraton Tyson’s Corner Hotel in McLean,

Virginia on 8 and 9 May 1986. This meeting was sponsored by the Assistant

Secretary of Defense for Force Management and Personnel, Honorable Chapman B.

Cox, who hosted the general sessions.

The purpose of the National Forum was to bring together top-level

representatives of major private companies, the academic community, and the

Department of Defense and related agencies to:

L]

Continue the dialogue and exchange of ideas and experience on
human resources management challenges that were begun at the first

National Forum on Human Resource Planning, held on 9 and 10 May

1985.

Address the planning implications of these challenges in terms of
their impacts on the private and public sectors over the next ten

years.

Determine human resources management areas where a continuing

exchange between the private and public sectors will be useful.

Identify mechanisms for further sharing of ideas and experiences

and appropriate vehicles for such future dialogues.
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The United States Air Force, executive agency for the National Forum, ’r}\ "',
‘ ~ W
\ U
assigned responsibility for planning, organizing and conducting this event to the \ e o
Personnel Analysis Center of the Directorate of Personnel Plans (AF/DPXA), ‘\ ..:1
. ...:
Office of the Deputy Chief of Staff for Personnel (DCS/P). "
W
There were 176 registered participants in the National Forum. These
)
included 58 panelists from the private sector and academia and 58 panelists from ,.:
'i
o~
Defense and the Federal sectors. Other participants included panel recorders, >
speakers and observers. Private sector companies participating in the two-day »
l‘.‘
National Forum proceedings were: :::
WYy
Aetna Life and Casualty Delta Research Corp.
Air Products and Chemicals, Inc. Eastman Kodak Co.
American Red Cross Eaton Corp. "1::
American Telephone and Telegraph E-Systems, Inc. :':::
Arthur D. Little, Inc. Ford Motor Co. l
Ashland Petroleum Co. Hughes Aircraft Co. i"“ ,“-
Bank of America Human Resources Research Organization N

BASF Wyandotte Corp.

Bell Atlantic Corp.

Bell Helicopter Textron

Bristol Meyers Company
Campbell Soup Co.

Carlysle SynTec Systems

The Center for Strategic Decision Research
Cincinnati Milicron, Inc.
Communications Satellite Corp.
The Conference Board

Consad Research Corp.

Control Data Corporation
Corning Glass Works

CRS Sirrine, Inc.

Cummins Engine Co.

Dana Corp.

iv
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Ingersoll-Rand Co.

Kitchens of Sara Lee

Link Flight Simulation Division, Singef Corp.
Logistics Management Institute
Martin Marietta Co.

MCI Telecommunications, Inc.
National Steel Corp.

Navistar International
Northrop Corp.

Pfizer, Inc.

Proctor & Gamble Co.
Shawmut Bank of Boston
Syllogistics, Inc.

System Development Corp.
Texas Instruments, Inc.
Westinghouse Electric Corp.
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%} Noted scholars from the following academic and research institutions

participated in the National Forum:

The Bank Street College of Education Miami University
The Conference Board Naval War College
The ForeSight Group Organizational Design Consultants, Inc.
Fresina and Associates Texas A&M University
George Washington University University of Nebraska
Industrial College of the Armed Forces University of Pittsburgh
Participation on the government side was equally impressive. Top

leadership participation from the Office of the Secretary of Defense (OSD) and the

armed services was comprehensive and balanced.

The National Forum pro;:eedings began with a welcoming address presented
i by the host, the Honorable Chapman B. Cox, the Assistant Secretary of Defense for
) ! Force Management and Personnel. Major addresses were also presented in the
following order during National Forum general sessions, lunches and banquet by:
o The Honorable Norman R. Augustine, President and Chief Operating
Officer, Martin Marietta Corporation
o Mr. Robert D. McBride, President and Chief Operating Officer,
National Steel Corporation
o The Honorable William E. ﬁrock, Secretary of Labor
o General John A. Wickham, Jr., Chief of Staff, United States Army
0 The Honorable Donald A. Hicks, Under Secretary of Defense for

Research and Engineering

The major work of the National Forum was conducted in ten panels. Each
participant was assigned to a panel of his/her interest to consider one of these

human resources issues:
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PANEL 1:

PANEL 2:
PANEL 3:
PANEL 4:

PANEL §:

PANEL 6:

PANEL 7:

PANEL 8:

PANEL 9:

PANEL 10:

PANEL TOPICS

The Austere Budget and Human Resources Management:
Contributions and Challenges

Fostering Innovation: Implications for Policy and Organization
Human Resources Challenges in the 1990’s
Structuring Organizational Rewards to Motivate Performance

Developing Today’s Careers to Produce Tomorrow’s Senior
Leaders: Implications of a Changing World

Training to Increase Productivity and Improve Quality: Costs
and Benefits

Work and the Family: Implications for the Organization

Changing Organizational Cultures to Build Organizational
Effectiveness

Employee Privacy Versus the Concerns of the Organization:
Medical, Drugs, and Dishonesty Screening

Identifying and Increasing the Contribution of Human Resources
to the Bottom Line - Mission Effectiveness

The prime objectives of each Panel were to:

Determine primary high-payoff arecas in which a continuing
exchange between government and industry will serve the national

interest.

Identify mechanisms for future private sector, government sharing.

Determine the best vehicles for a sustained and productive dialogue.

Each panel was chaired by a private sector exccutive. Additionally, a noted

scholar currently engaged in research on the panel topic served as a resource

person for each pancl. To assure reasonable coverage of the panel topic and to

exploit fully the brief time available, National Forum participants were furnished

with an issue paper prepared by the resource person for cach panel as a means of
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8 stimulating thinking and suggesting potentially fruitful directions in which the

Frew. s

dialogue might profitably go.

During the second day of the National Forum there was an exchange of

b Yag N I
&

panelists among the panels for a short session. This gave panel members the

l‘j.b

opportunity to participate briefly in discussion of another issue that interested

S

them and encouraged cross-fertilization of ideas among the panels.

Fm
: o
: 3
Each panel prepared a report of its proccedings. Drafts of these reports y
LN
, were distributed to participants at adjournment. The final session of the National wl
]
1
Forum was a panel discussion among the panel chairmen moderated by Mr. David R
o)
P Weeks, Senior Vice President for Research and Program, The Conference Board.
=3
This wrap-up discussion summarized the panel dcliberations for the benefit of all 3
b.‘
participants. s
R
’h
; é.’ The following pages include the texts or summaries of addresses given at
: general sessions; issue papers originally presented to cach panel; the panel reports; .::;
Y
. summary of the closing, moderated session; and a complete directory of ;
! participants. .
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NATIONAL FORUM ORGANIZATION, OBJECTIVES, AND PARTICIPANTS )
llf
In May 1985 the Assistant Secretary of Defense for Manpower, Installations ;:

and Logistics sponsored the first National Forum on Human Resource Planning for -
Private Sector and Defense Leaders. The Forum convened on 9 and 10 May 1985 in ;'-
Baltimore. The purpose of this ground-breaking effort was to bring togethcr top- t'.f‘}
level representatives of private companies, the academic community, and Defense o
W
agencies to: T
A
h’

o) Begin a continuing dialogue and exchange of ideas and experience on -
manpower resource management challenges and their resolution. ,&
o Address the planning implications of these problems and challenges g

.
Na
o d

in terms of their implications over the next 10 years.

4
‘, g

-

The first National Forum was well received by both government and private

I

sector attendees, and initiated useful dialogues. Fifty-four senior executives {from

<y S

private sector business and academic institutions attended the two-day proceedings. ‘tﬁ
Attendance also included a comprehensive and balanced mixture of top human :
resources executives from the Office of the Secretary of Defense and from each of b
the four armed services. The success of last year’s Forum is illustrated in a recent
- .’
survey of private sector participants. The respondents unanimously stated that " g
they would recommend attendance to their companies and to other individuals, and !
seventy-four percent reported subsequent personal contacts with others they met at ":-,
»
N
e
the Forum.
Y
!\"
g The second National Forum was designed to capitalize on this success and to »
. . LI
o
'N::‘/

continue the momentum gained in May 1985. Accordingly, the Assistant Sccretary
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: of Defense for Force Management and Personnel (successor, after reorganization, to ;;:a.w :
' the Assistant Secretary of Defense for Manpower, Installations and Logistics) 28

sponsored this year’s National Forum. ::

' o

To oversee the extensive research and coordination tasks implicit in this ::

undertaking, the Department of the Air Force was appointed as executive agent. .

Within the Department, the Personnel Analysis Center of the Directorate of ¥

§ Personnel Plans (AF/DPXA), Office of the Deputy Chief of Staff for Personnel .:

(DCS/P) carried out the tasks of the executive agent. In consonance with these

; Departmental arrangements, Cplgnel David T..__l_-'fg_,_ USAF, Director, Personnel .:':':

¢ Analysis Center, was appointed as Fonﬁx‘rﬂ_qi)glc_i‘i‘gratv(_)& crETe Y !

: Under Contracts F49642-84-D0038-5010/5013, the executive agent engaged :

. Sg—/llogistics, Inc,, 5514 Alma Lane, Suite 400, Springfield, Virginia 22151, to ;“.

provide technical support services in the planning, organization, and execution of '.-‘-x l‘ ‘

A ol A5

the National Forum. In addition, Syllogistics, Inc., was charged with the

responsibility for research for and documentation of the National Forum.

.‘

v

NATIONAL FORUM OBJECTIVE

I

Many management, manpower, training, and personnel problems are common §
to both government and industry. Prior to the first National Forum dialogue ?‘
‘ between the two communities on major issues had been limited. Looking to the f.
>
next decade, it is clear that a sharing of the best thinking and experience of both E
sectors could be mutually productive in the national interest. The time is right for " .»
this exchange. Indeed, it is critical in an era of fiscal constraint, economic :
{
s challenge, massive technological change, and evolving new individual and social E
o>
value patterns. ';"
gy
s
‘.-

\

2 \

; . I3 » . . - - - - - - o - - ~ g B - - . . o - .
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Government and private sector issues of mutual interest and concern cover a

K
D broad array of management initiatives, pay and compensation issues, and gquestions
i‘.:: on the handling of obsolescence, to name only a few. The spectrum of common
[}
e
1'.:: concerns was reduced to ten major issues. The prime objective of the National
¥
) ) ..
Al Forum was to explore these issues, determine those areas where a continuing
~ exchange will be useful, identify the mechanism for sharing and the vehicle for
e future dialogue.
N
o
Though an ambitious objective for a two day Forum, the potential payoff is
)
’i
::'.’, worth the investment. To achieve maximum Forum benefits, issue papers were
1t
10
:' provided for each panel participant prior to the conference. The papers focused,
’
'1d
but did not limit discussion on those areas of perceived highest potential payoff.
=
‘,: Subject areas were selected and formulated to address the fundamental interest of
~
o
“" both the government and private sectors. The assistance of The Conference Board
" -
o ('0' in New York City has been invaluable in identifying and formulating areas and
e, T
| -_:: issues of greatest mutual interest to the private, government, and academic sectors,
oy
:‘{ the resolution of which will most directly serve the national interest.
K\ NATIONAL FORUM ORGANIZATION
\_:.;
)
‘ The National Forum sponsor was the Assistant Secretary of Defense for
‘ Force Management and Personnel, Honorable Chapman B. Cox, who served as
s
'.":5 National Forum Chair.
)
A
Ahi
>~ The major work of the National Forum was done in ten panels that met
= simultanecously. National Forum participants were initially asked to select and
A
:;: rank order their choice of three panels from the list below. They were then
\
) . .
U assigned to a panel of their choice to consider one of the following human
RN f.:i., resources issues:
" )T
[ > J‘""
4

Mg
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PANEL TOPICS

PANEL 1: The Austere Budget and Human Resources Management:
Contributions and Challenges

PANEL 2: Fostering Innovation: Implications for Policy and Organization

PANEL 3: Human Resources Challenges in the 1990s

PANEL 4: Structuring Organizational Rewards to Motivate Performance

PANEL §: Developing Today’s Careers to Produce Tomorrow’s Senior
Leaders: Implications of a Changing World

PANEL 6: Training to Increase Productivity and Improve Quality: Costs
and Benefits

PANEL 7: Work and the Family: Implications for the Organization

PANEL 8: Changing Organizational Cultures to Build Organizational
Effectiveness

PANEL 9: Employee Privacy Versus the Concerns of the Organization:

Medical, Drugs, and Dishonesty Screening
PANEL 10: Identifying and Increasing the Contribution of Human Resources
to the Bottom Line - Mission Effectiveness
Each panel was composed of about twelve participants, six from the private
sector or academia and six from Defense or other government agency. The panel
chairmen were executives from the private sector. In addition, each panel was
furnished a recorder. These recorders were officers from one of the four armed

services of the Department of Defense.

Each panel had a noted scholar, currently engaged in research or consulting
on the panel topic, who served as a resource person. These resource persons
attended the National Forum and participated in the panel deliberations (with the
exception of the Panel 7 resource person who was unable to attend because of a
schedule conflict). To assure reasonable coverage of the panel topic and to fully
exploit the relatively brief time available, National Forum participants were

furnished with an issue paper prepared by the resource person for each panel as a

7
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means of stimulating thinking and suggesting potentially fruitful directions that it

y et
@-& continuing dialogue might profitably take. o

,-3 .

5

-

"

The prime objectives of each panel were to:

g A

-

[

-
"

(o] Determine primary high-payoff areas in which a continuing

exchange between government and industry will serve the national

ot

interest. o
est .:::»’
43 '
0 Identify mechanisms for future private sector, government sharing.
w
l‘q‘l
0 Determine the best vehicles for a sustained and productive dialogue. ;::'.

In addition to the full participants on each panel, there were approximately

o
four observers for each of the panels. These observers were less senior officers "::"::
and civilian employees of the armed services and the Department of Defense. The ':EEEE

ﬁo observers were invited for their personal enrichment and because most of them ‘,
) have functional job responsibilities related closely to the panel topics being :E:‘
discussed. The observers were advised of the non-attribution policy for the i}\,

National Forum and asked not to participate in the discussion unless invited by the 1

panel chairman. The short time available to the panel precluded the opportunity .":"

for observers to have an active role, '

Ay

During the second day of the National Forum there was an exchange of \
paneclists among the panels for a short session. This gave panel members the c'

Y
opportunity to participate briefly in discussion of another issue that interested Rﬁ
them and allowed cross-fertilization of ideas among the panels. The panel ._._
chairmen and recorders remained in their panel rooms while the other panelists :E:
moved to another panel room. The panel chairmen then briefed the new arrivals ‘:E:

@; on the previous discussions and moderated an exchange of ideas about the panel :j
» t

5
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topic among the new arrivals. At the end of this one and one-half hour session

the panelists returned to their original panel rooms.

Each panel prepared a report of its proceedings. Drafts of these reports
were distributed to participants at adjournment. The final session of the National
Forum was a panel discussion among the panel chairmen moderated by Mr. David
Weeks, Senior Vice President for Resecarch and Program, The Conference Board.

This wrap-up discussion summarized the panel deliberations for all participaats.
PARTICIPATION IN THE NATIONAL FORUM

Fifty-eight executives from the private sector and academic leaders
attended the two-day National Forum proceedings. This number includes six
presidents, twenty-two vice presidents, and nineteen directors or managers. Private

sector organizations participating in the National Forum proceedings include the

following:
Aetna Life and Casualty Delta Research Corp.
Air Products and Chemicals, Inc. Eastman Kodak Co.
American Red Cross Eaton Corp.
American Telephone and Telegraph E-Systems, Inc.
Arthur D. Little, Inc. Ford Motor Co.
Ashland Petroleum Co. Hughes Aircraft Co.
Bank of America Human Resources Research Organization
BASF Wyandotte Corp. Ingersoll-Rand Co.
Bell Atlantic Corp. Kitchens of Sara Lee

Bell Helicopter Textron
Bristol Meyers Company Logistics Management Institute
Campbell Soup Co. Martin Marietta Co.
Carlysle SynTec Systems MCI Telecommunications, Inc.
The Center for Strategic Decision Research National Steel Corp.

Cincinnati Milicron, Inc. Navistar International

Communications Satellite Corp. Northrop Corp.

The Conference Board Pfizer, Inc.

Consad Resecarch Corp. Proctor & Gamble Co.

Control Data Corporation Shawmut Bank of Boston

Corning Glass Works Syliogistics, Inc.

CRS Sirrine, Inc. System Development Corp.

Cummins Engine Co. Texas Instruments, Inc.

Dana Corp. Westinghouse Electric Corp.
6
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Link Flight Simulation Division, Singer Corp.
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;: Noted scholars from the following academic and research institutions
W N
E % ™
:::: Q-:Q:‘ participated in the National Forum:
_.', The Bank Street College of Education Miami University
o8 The Conference Board Naval War College
N The ForeSight Group Organizational Design Consultants, Inc.
Dt Fresina and Associates Texas A&M University
v George Washington University University of Nebraska
;, ¢ Industrial College of the Armed Forces University of Pittsburgh
I
A"“;
X Participation on the government side was equally impressive. Office of the
‘ Secretary of Defense (OSD) and armed service human resources top leadership
ol
\
:::. participation was comprehensive and balanced. To illustrate: 1
R o There were sixteen participants from the Office of the Secretary of
,% Defense, thirteen rom the Army, eleven each from the Navy and Air
&
X Force, and six from the Marine Corps.
H .
s e o The Deputy Assistant to the President for Drug Policy and the key
D L]
LY
:" o personnel policy official of the Office of Management and Budget
bt participated.
‘pl‘
.’ o The civilian/military mix included:
k n
b . .
e 00 Two Assistant Secretaries for Manpower and Personnel.
iy
o 00 Five civilian and two military Deputy Assistant Secretaries,
:\'.: plus eleven Secretariat-level civilian Directors and a civilian
!
Department Chair from the Naval War College.
o
.fr H 1
‘$'~ 00 Three 3-Stars, ten 2-Stars, ten 1-Stars, and sixteen other senior
N military personnel,
w4
.:{\‘
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Registration of Forum participants commenced at the hotel at 3:00 PM on

the afternoon of 7 May 1986. A complete National Forum agenda is presented in

Section 2.
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7:30

8:30

8:50

9:30

9:40

SECTION 2

NATIONAL FORUM PRESENTATIONS AND AGENDA

Presentations were made to the assembled National Forum participants by
internationally known government and private sector authorities. These addresses
highlighted key National Forum issues and were made at the times indicated in the
q National Forum Agenda reproduced below. They are presented verbatim in the
immediately succeeding sub-sections of this report. (Addresses by the Honorable
William E. Brock and the Honorable Norman R. Augustine were delivered
extemporaneously. A summary of each of these addresses is provided in lieu of the

verbatim remarks.)

NATIONAL FORUM AGENDA

WEDNESDAY MAY 7, 1986

Registration Opens
Reception for Panel Chairmen
General Reception - Junior Ballroom

THURSDAY MAY 8, 1986

Welcome - The Honorable Chapman B. Cox, Assistant Secretary of
Defense (Force Management and Personnel) - Lord Fairfax Grand
Ballroom

Address - The Honorable Norman R. Augustine, President, Martin
Marietta Corp.

Instruction to Panel Members - Lt Gen E. A. Chavarrie, Deputy
Assistant Secretary of Defense (Military Manpower and Personnel
Policy)

Refreshment Break

10:00 - 11:45 Panel Meetings
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12:00

1:30
3:00

3:45 - 5:30
6:30
7:00
8:.00
8:30

8:30

10:00

10:15 - 11:30

12:00

1:15

2:45

3:00

Luncheon and Address by Mr. Robert D. McBride, President,
National Steel Corp. - Lord Fairfax Grand Ballroom B

Return to Panels

Address - The Honorable William E. Brock, Secretary of Labor - Lord
Fairfax Grand Ballroom B

Panel Meetings

Reception - Lobby

Banquet - Lord Fairfax Grand Ballroom B
Entertainment - US Army Chorus

Banquet Address - General John A. Wickham, Jr., Chief of Staff,
United States Army

FRIDAY MAY 9, 1986

Panelists Visit Alternate Panels to Share Discussion Points
Break
Panel Meetings

Luncheon and Address by the Honorable Donald A. Hicks, Under
Secretary of Defense, Research and Engineering - Lord Fairfax
Grand Ballroom B

Moderated Discussion of Panel Findings by David A. Weeks, Senior
Vice President, Program and Research, The Conference Board

Concluding Remarks - The Honorable Chapman B. Cox - Lord
Fairfax Grand Ballroom B

Adjournment

The remaining pages of this Section reproduce verbatim the presentations

made by Assistant Secretary Cox; by the President and Chief Operating Officer of

National Steel Corporation, Mr. Robert D. McBride; by General John A. Wickam,

Jr., Chief of Staff, United States Army; and by Under Secretary of Defense for

Research and Engineering, Donald A. Hicks. This section also includes summaries

of remarks made by the Honorable Norman R. Augustine and the Honorable

William E. Brock as well as a summary of the concluding panel discussion,

moderated by Mr. David A. Weeks.
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. WELCOMING REMARKS BY ‘
THE HONORABLE CHAPMAN B. COX, o
ASSISTANT SECRETARY OF DEFENSE FOR

FORCE MANAGEMENT AND PERSONNEL
TO THE o

0 J
SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING ) '.;
FOR PRIVATE SECTOR AND DEFENSE LEADERS »
”

’ by

]
I

N

2

- As I welcome you this morning, I feel an almost tangible spirit of ;
cooperation and patriotism. :::
D‘\!

l'..l

- It is a product of the personal patriotic commitment and ",'_
generosity displayed by each of our private sector colleagues ;.

.,

who have come to this Forum at their own expense and who “,

w v

'.

o

are giving freely of their time in the national interest. Ko

g
A 474

=4

- Each of us in the Department of Defense -- each of those who serves

~ <N
"-'.

with me in the Army, Navy, Marines and Air Force -- salutes and

TP

thanks you for the valuable and important contribution you are

L)

. ]
A

making. "$

o

)

oy

- Last year we laid the foundations of this National Forum -- _.:;
dedicated to building a continuing dialogue among our nation’s .:’

|“,

oY

human resources management leaders. :-c{

)

- It was a huge success, as evidenced by this prestigious )
audience. ;

- Clearly, we have in this room this morning a national

L AASAOSAIN

treasure.

¥,
.
I’
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Our callings are diverse -- in the private sector, you span both

academia and most major manufacturing, marketing, and service

industries -- and in the public sector you cover every facet of human

resource management in each of the armed services, as well as the

national manpower management responsibilities executed by the

Department of Labor, the Office of Management and Budget, and the

Executive Office of the President.

Though each of us here may spend our working days in diverse

organizations producing equally diverse products and services:

People are the essence of our productive capability.

Our people resources come from the same national manpower

pool.

Therefore, our people sharc essentially similar perceptions of
the world of work, rewards, incentives, and personal and

organizational ethical values.

By the same token, our people share in equal measure the
admirable and not-so-admirable characteristics of our national
society, including a long history of broad accomplishment . . .
a recent inheritance born of scveral descades of rapid social
change . . . the propensity of some to abuse many of the
material advantages that our free and productive society has
made available to them . and, finally, an academic and
economic environment almost daily influcnced by quantum

leaps in man’s store of knowledge, and by increasingly rapid

technological change.
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In sum, then, our defensec-committed military institution, while
distinct in significant ways from our great business, industrial, and
educational institutions, nevertheless shares most of the human
resource characteristics, problems, and challenges facing our private
sector colleagues. Introspection alonc has never sufficed in the past
to give us the tools we need to meet successfully those challenges and
overcome those problems. Accordingly, we have borrowed proven
private sector practices over the years to structure and manage more
effectively and productively our federal civilian and military
manpower resources. On occasion, military manpower management
practice has even set the pace for exccllence and quality in the
government sector at both the national and state levels. Computer
applications in the field of human rcsources management constitute
an example . . . industrial engineering applications to the complex
task of annually sizing an international force of approximately three

million civilian and military souls is another example.

However, the rapidly changing environment that surrounds us all as
resource managers demands equally rapid adaptation to change . . .
and change has become the “"sine qua non" in almost every facet of

our management task.

-- High technology demands upon human physical and mental

capacities may be the most rcadily understood example.
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I am convinced that your panel sessions will underscore the

demand for new and innovative approaches:

To accommodate our concepts of training and
retraining to the evolving demands of a high-tech and

rapidly-obsolescence socicty and

To accommodate our concepts of compensation, reward,
and incentive in the workplace to the subtly changing
sets of personal and organizational values evolving in

our society.

Finally, we must accommodate a volatile economy buffeted by
rapid deterioration of some segments of our manufacturing
superstructure, equally rapid cxpansion of other segments, a
rush of expansion in the service industries, and a vacillating

international competitive posture.
We face:

A slowing of annual productivity increases within our
national workforce and an acceleration of productivity

increases among our primary international competitors,

A revolution in the male-female mix of our national

workforce characterized by a rapid influx of women,

A strong dollar currently at the level it held two

decades ago, and
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An economy annually more sensitive to developments
abroad in a world economy growing progressively more

interdependent.

Let me recap briefly -- two main points:

First, progressive change has steadily eroded the sharp
distinctions heretofore drawn betwecen the so-called
"Professional Military Modcl" and what has been called the
"Civilian/Vocational Model." We all effectively face the same
challenges -- the economic constraints we must address and the
technological and societal "revolutions” we are going through

on this planet today and in space tomorrow.

Second, to achieve our national objectives and to provide fully

for the material, societal, and defense needs of our great

people, we must approach the pcople-management tasks of the

coming decade in a spirit of coopcration and willingness to

P e I T PR

accommodate change through intclligent innovation.

In conclusion, we believe we can best achieve our objectives through
a close partnership and recgular interchange with our private-sector
counterparts in academia and industry. It is our hope that, today
and hereafter, we will work together in building constructive,
realistic solutions to cope with our collective problems; that through

discussion, research, analysis and action, we can combine and focus
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our collective knowledge to benefit our respective institutions and

the nation they serve.

- It is the business of this Forum to identify the common interests of
the military, business, and academic communities and to sketch the

direction of our future crosstalk and crosswork.

- To help stimulate our thinking in this undertaking we have asked a
number of exciting speakers to join us during the Forum. It is my

pleasure to introduce the first, the Honorable Norman Augustine.
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\’3 ADDRESS BY ;::'
N ! & (
4 THE HONORABLE NORMAN R. AUGUSTINE =
PRESIDENT AND CHIEF OPERATING OFFICER "
MARTIN MARIETTA CORPORATION ’;\.‘
o
TO THE 2]
SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING
FOR PRIVATE SECTOR AND DEFENSE LEADERS ~
Y,
4
The following is a summary of The Honorable Norman R. Augustine’s ‘
1 (]
address to the Second National Forum on Human Resources Planning given on May :
8, 1986. In addition to what is summarized here, Mr. Augustine included many '
anecdotes from his book, Augustine’s Laws, Viking Penguin Inc., 1986. '
N
Government and industry are not communicating. This statement is true in 2
. oA
a number of areas including human resources management. We seldom have the heh
time to deal with the fundamental issues. hQ
5 Y
@ 3
i One of these issues is the importance of people. They are our most j::
v
important asset. I truly believe in the importance of people; it is seen time and ‘;?.
I~.~
time again. You have to get the right person on the job to achieve success. We o
must begin by selecting the right ones. They must then be trained, and training :f
A
o
must be a continual process. Motivation is another key. Those organizations that :S
>+
select, train and motivate properly will receive huge payoffs for their efforts. o
R
While examining the technical archives I began to notice the appearance of :-';:
P,
o,
the same names over and over again. I attempted to plot the contributions in terms -; )
of percent of papers versus percent of contributors. This turned out to be an '_
X
impossible task since, in reality, some of the contributors had zero or negative Y
Y
",
outputs. This tended to set the rest of us back. While watching Monday Night ;,:
-
. Football one Thursday night (ought to be some kind of law in that) 1 decided to .
,f:::‘ rod
IR look at rushing touchdowns in the NFL. 1 also examined the performance of the ;‘.::

v J..'J‘.-




fighter pilots in the United Kingdom's Royal Air Force, patents awarded, and
arrests made by the Washington, D.C. police. It became evident that 10 percent of
the people produce gver 1/3 of the output. If you get rid of half of the people,
you would lose less than 20 percent of the output. What happens as you add more

people to accelerate the task? It merely serves to reduce the average performance!

When I was Under Secretary of the Army, I found that motivation was a
powerful tool in getting the best from people. It takes more than money to
motivate people, although money is not unimportant. People tend to be motivated
when they are satisfied with their job and their job is challenging - one that gives
them the opportunity to grow in their skills. Performance cannot be merely
bought. For example, in the NFL, the highest paid team finished dead last. The
lowest paid team won their division. The three highest paid teams finished last,
next to last, and eighth to last. The upper salary quartile produced no division

winners. Two of the eight poorest paid teams won their divisions.

I have . .und in business, sports, battle . . . life, that small differences are
often decisive. We must motivate people to give that last bit of effort. The
Fortune 501 company had sales that were only 1/10 of 1 percent below that of the
Fortune 500 company. In the finals of the 100 meter dash in the 1984 Olympics,
the difference between the silver medal and dead last was 0.16 second! Samuel
Tilden would have been President of the United States had he not lacked one
undisputed vote in the electoral college. A missing dash above a symbol in a little-
used software routine was the reason for the failure of the Mariner mission to
Venus. Attention to detail stems from how well we select, train, and motivate our

people.

There is a vast difference between government and industry in giving their

people the latitude they require to manage effectively. The manager in industry
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-; has the authority to hire, fire, and reward his people. Industry can hire tomorrow. y
A h
3 %“ When I was Under Secretary it took five months to hire a well-qualified person. \

Good people will simply not wait that long for a job; they will go elsewhere. -

In regards to equivalent pay, have you ever wondered what industry would
have to pay to receive the service that a military member gives? The military
member undergoes frequent moves; some are to undesirable locations and require N
b family separation. He/she is on call 24 hours a day, and there is the possibility of

loss of life.

In the matter of training, the government has the edge over industry, at

least in the training given to those in the military. Training for government

civilians is poor.

=53

Management in government is in large part adversarial due to its oversight

B o) R A SRy Sy

‘; by Congress, the administration, and various other departments.

-
T

-

Where are we headed in regards to human resources? If left unattended, I

o™

s,
-
-

believe we are headed for a compression in pay. There is pressure from the bottom
to increase pay and pressure from the top (Gramm-Rudman, etc.) to hold down pay.

This will make it more difficult for government to recruit,

nay N & g v w

We are headed for a shorter work week. Possibly a four day week. In 1929

the average worker worked 2342 hours; in 1985, that had dropped to 2140 hours.

If this trend continues, in 120 years there will be no work!

L ST ]

X There will be a change in the demographics of the work force. With an
, increase in the number of working couples, there will be less latitude in the ability

of an employee to move to a new location. The work force will have a greater

g ey s e -
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number of women and minorities. More people will be employed in service jobs.

Many jobs will move offshore where labor costs are significantly lower.

In summary, the bottom line for both government and industry is pcople.
Once you have recruited and trained them, you must make every reasonable effort

to keep them. This is particularly true for government.

Mr. Augustine concluded his remarks with the following anecdote: "Just
imagine -- If Martin had kept Bill Boeing, Jim McDonnel and Don Douglas, I could

have flown here in a Martin-Boeing-McDonnel-Douglas 747."
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ADDRESS BY
MR. ROBERT D. MCBRIDE,
PRESIDENT AND CHIEF OPERATING OFFICER,
NATIONAL STEEL CORPORATION
TO THE
SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING
FOR PRIVATE SECTOR AND DEFENSE LEADERS

LOOKING OUT FOR THE OTHER GUY

Good afternoon. It’s good to be with you.

Fifty years ago, in his second inaugural address, Franklin Delano Roosevelt made a

statement about looking out for the other guy.

"We have always known," said Roosevelt, "That heedless self-interest was bad

morals. We know now that it is bad economics, too."

FDR’s pragmatic analysis of self-interest was directed at a country beginning to

LA

recover from a great depression. But it applies equally well to labor relations

A

today. If you don't look out for the other guy’s interests. . . it’s going to cost you.

Eleven days ago, the membership of the United Steelworkers ratified a proposed

- LrOPrLE

labor agreement between National Steel and the USWA.

The Washington Post called the new pact a "precedent-breaking labor agreement.”
Others in the media have called the settlement "unique and innovative" . .. some

refer to it as "a Japanese-style contract.”

At National Steel, we believe our new contract is a trend-setter . . . an agreement
that will set the pace in the industry for years to come. But this innovative
contract wasn't the result of our great insight or bargaining brilliance. It evolved
because both sides went to the bargaining table with a simple philosophy: "Look

out for the other guy’s interests, too."
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Before I get into the particulars of the new contract, I'd like to set the stage by

giving you a brief history of collective bargaining in the steel industry.
Historically, that relationship has been nothing to brag about . .. and that’s putting
it mildly. From the industry’s beginning in the nincteenth century, frequent
confrontations and picket line violence created hostilities whose remnants, to some

extent, are still with us today.

In 1937, the newly formed United Steelworkers’ Union pushed aside a so-called
company union and negotiated its first contract with the industry giant, United
States Steel Corporation. During the next few years, the union signed labor
contracts with most of the other steel producers. The labor climate continued to be

stormy, but a bargaining pattern was being established.

After World War II, when wage and price controls were lifted, the industry’s
relationship with the union deteriorated significantly. Beginning in 1946, and
every two or three years thereafter . . . when the labor contract came up for

renewal . . . there was a nationwide steel strike.

By 1956, leaders on both sides of the table agreed that something had to be done to
improve the bargaining process. The answer, which seemed appropriate for the
time, was coordinated bargaining. That's an arrangement in which a committee of
industry representatives negotiates a single contract that applies to all participating

firms.

Some of the companies had doubts about coordinated bargaining. But at that time,

a number of economic factors were working to overcome their resistance.

The big factor was the growing threat of imports. Every time the industry was

shut down by a strike, foreign steel came in to fill the gap. And after each strike,
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the imports held onto a little more of the market. The companies felt that if

coordinated bargaining could bring an end to the strikes, it was worth a try.

Another thing in favor of the coordinated bargaining approach was the fact that
the American economy was booming, and the business prospects for steel were very
bright. It was a big incentive for the producers to avoid costly and damaging

strikes.

So coordinated bargaining took hold, and there hasn’t been an industry-wide steel

strike since 1959. But that doesn’t prove the proccss was successful.

By the early 70’s, it was evident that the companics were giving away too much in
wages and fringe benefits just to avoid strikes. Labor costs in the domestic steel
industry were well above those of foreign countries, which made it harder to

compete against the threat of imports.

Besides that, it turned out that just the threat of a steel strike every three years
caused buyers to begin stockpiling early in every contract year. Since the industry
was usually running at close to capacity anyway, the customers often had to buy

foreign steel to build their stockpiles.

The upshot was that imports continued to come in, with or without strikes, or even
the threat of strikes. The belief that coordinated bargaining would help keep out

the imports turned out to be a mirage.

By 1973, another contract year, imports had capturcd more than twelve percent of
the domestic market. Alarm bells were ringing both in the union halls and the
executive suites. So, the labor negotiators came up with a new gimmick., It was
called the experimental negotiating agreement . . . ENA . . . in which the union

agreed not to strike when the new contract expired three years hence. This, of
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course, was designed to end the pre-strike stockpiling. In return, the companies . {
CALS 4
.-.\'.? "-
agreed to cost-of-living pay increases and a no-strike bonus, among other things. A
. . A
But again, the best intended plans went awry. You’ll remember that 1973 was also b
the year of the Arab oil embargo and the beginning of skyrocketing inflation. The ,
new cost-of-living clause had a devastating effect on the basic industry’s hourly
",
1 employment cost. Total employment costs, which include fringe benefits, went :j
"l
from an average of $7.68 per hour in 1973 to $22.21 an hour in 1983. And, as these <
N
costs went up, American steel became less and less competitive with the imports.
r
! N
» o
Coordinated bargaining came unglued two years ago . .. it was finally abandoned :4
\
4
1 by all of the major steel producers in 1985. In retrospect, it’s hard to see how 9
coordinated bargaining helped the industry as a whole. Yes, there were twenty- :5‘
seven years of labor peace, but that stability was bought at a very high price. ;;
-
PR’ !
So much for coordinated bargaining. As I've already indicated, some of its | -
\ll r
assumed benefits were wiped out by unforesecn changes in the domestic steel oY
L
market. For the most part, they were unrelated to the collective bargaining ::
‘>
process. There were economic trends which, in the late 70’s, started the domestic ]
Ao
. . . . Yy
steel industry on a downward spiral that’s still going on. L
So that you can understand the environment for the 1986 bargaining process, I'll ‘:
briefly review the major economic elements that added to the problem. Imports hf;
)
were certainly a major factor, as I've already said. They increased steadily during .:-;
Q.
4
the 70°s and early 80’s, and in the last two ycars took over 25 percent of the :’
domestic market. In some months they exceeded 30 percent. There has been some :.'{
l\ ;
improvement so far in 1986, but the levels of imports hav: still not approached the " ]
government’s voluntary restraint agreement goal of 18 to 20 percent. X
)
e ING.
. '.":\ I‘N
.’_'\.', ::
""
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The steel industry has also been hurt by the growing importation of finished

products containing steel . . . what our customers call "downstream dumping.”

Products like automobiles, appliances and heavy machinery.

Another important economic element is that the market for steel in this country,

while still very big, has been shrinking steadily. Domestic steel consumption has

declined by almost 25 million annual tons since its peak in 1973,

Declining

2 e

demand and rising import penetration have created vicious price competition in the

»

domestic steel marketplace.

Falling demand and falling prices are a disastrous combination for any business,

and they have been all of that for the American steel industry. Total industry

!;’-'1’ I’Jl ]

losses in the past four years are approaching seven billion dollars. The end result

has been a massive shakeout and restructuring of the industry.

* 'l ’l ,l " "L‘",’ '-‘.i

_; Employment in the industry has shrunk by more than 50 percent. There have been
o

5]

plant closings, mergers, joint ventures and diversifications as the major producers

try to cut their losses and strengthen their financial base.

Everyone now agrees that the American steel industry will never be what it was in

the prosperous years of the 60’s. Sooner or later, and probably during the next

AT

decade, the shakeout will run its course. The basic industry will consist of a

‘:C smaller number of highly efficient companies capable of competing effectively in

N

e a global marketplace. "
'.: :
s

»
[ .

About six years ago, we recognized what was happening in the steel industry . . .

>

and the probable end result. We made up our minds that National Steel would be \

[

one of the survivors of the shakeout ... and began planning for it.
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In 1981, we rationalized our business, cutting our production capacity in half.
That was a painful decision . .. but a necessary one. In September of 1984, Nippon
Kokan, Japan’s second largest steel company, bought half of National Steel. That

joint venture helped us change the way we viewed ourselves.

First, we revised our mission statement. Our new goal was to become a world-class
supplier of quality steel products and services. Not one of the best domestic

producers, but a world-class producer.

We also launched the largest capital improvement program in our history . .. a
program designed to help us prepare for the 1990's. And, at the same time, we
began a major program to improve employee productivity and our relationship
with our work force. That program is what I want to focus on for the rest of my

time with you today.

One of our first moves in the human reclations arca was to reach a decision to
break away from the steel industry’s coordinated bargaining group. We had long
been dissatisfied with United States Steel’s dominance of the bargaining process.
We felt contracts negotiated under coordinated bargaining often tended to favor
what was good for U.S. Steel. But for many years, it scemed we had no choice but
to stay in the group. It was either that or try to bargain separately, and be whip

sawed by the union into accepting the industry contract ... or something worse.

But that rationale just didn’t hold water anymore. When coordinated bargaining
began in 1959, the participating companies had about 95 percent of the domestic

steel market. By this year, they had roughly 60 pcrcent.

A lot of steel is now being produced by non-union labor or by companies that have
lower cost labor contracts. Some of those companies filed for Chapter 11 and

reorganized with lower labor contracts. The old bargaining pattern is no longer
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able to maintain uniform labor costs across the industry. The low wage producers
have a cost advantage of as much as six dollars an hour. They are eating our

lunch, just like the imports.

Furthermore, because of such things as mergers, joint ventures and diversifications,
the companies in the bargaining group have much less in common with each other
than they did when the arrangement was set up. At National Steel, we have
developed a survival plan that is uniquely our own. And we feel we have a better
chance for a labor contract tailored to our corporate goals and the individual needs

of our plants and employees by going it alone.

So we broke away. When we did, in July 1984, we were the first of the major steel
companies to take that step. Meantime, we had been implementing a plan to
improve our relationship with all of our employees. The plan was based on the
belief that our key resource is our people. Our strategy was to encourage our
people to get deeply involved in day-to-day problem solving. Today, we have 156
labor-management participation teams at work in our plants under a joint program
with the union. In all, more than 90 percent of our employees are involved in
some type of participative activity. We recognized that people would do a better
job, and feel better about it, if they can have a say in how things are done. So we

gave them a say ... a strong one.

In December of 1984, about six months after we broke away from the coordinated
bargaining committee, we took a major step to improve our relationship with the
union by establishing a joint problem solving committee of company and union
officials. Committees were formed to deal with corporate-level problems; other
committees were formed at each of our divisions to handle plant-level problems.
The committees deal with issues that are not normally the subject of bargaining,

such as safety and health, job security, and productivity improvements.
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The meetings began in January of 1985 and continued, on a regular basis,

throughout the year. There was no bargaining at these meetings. The intent was
to resolve issues of common concern in a non-adversarial way; one that recognizes

the legitimate concerns of the company, its workers and the union.

These committees have been very active since thcy were established nearly a year-
and-a-half ago. For example, they drafted a policy on the company’s use of
outside contractors. This has long been a bone of contention between labor and
management in the steel industry. This joint problem solving effort laid the
groundwork for the provisions on contracting out that were later incorporated into

our new labor agreement.

At our Midwest plant in Portage, Indiana, the local working committee developed a
pilot program on employment security. While it was not implemented, it became

the basis for a precedent-setting agreement on this issue in the new labor contract.

Even more important, the problem solving committees were a big help in
developing an atmosphere of trust and mutual understanding when company and
union officials sat down at the bargaining table. It is no overstatement to say that

we couldn’t have reached the agreement that we did without them.

Now, let’s look at what was accomplished in this ycar’s bargaining agreement. As I
said earlier, we feel that it’s innovative . . . creative perhaps even
revolutionary. And we think it will establish a pattern for bargaining in the steel

industry for years to come.

Before we entered actual negotiations, we established an overall strategy. It had

two main points.
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. First, both sides must win something if we are going to have a viable contract.
Second, if we are to become a world-class steel company by 1990, we neced long-

term productivity improvements, not a quick fix via short-lived wage and benefit

concessions.

The union, on the other hand, was interested in employment security. We were
anxious to search for a way to give both sides what they needed . .. and that’s

what we set out to do.

We explained both to the union and to our salaried employees the need for
significant reductions in the work force over the next three-to-five years. We
suggested a figure of 25 to 30 percent. That’s about 3,500 people, and 1 want to

emphasize that it includes both hourly and salaricd employees.

The union was not excited by the prospect of rcductions, but they also realized
di‘ that reductions are essential if National Steel is going to attain the productivity

levels that will make the company competitive on a worldwide basis.

Both sides agreed that our employees should not be hurt by work force reductions.
We agreed that the reductions should be achieved through attrition -- retirements
and people leaving the company of their own volition. Historically, our rate of
attrition has been in the 6-7 percent range, so we felt that four years of normal

attrition would bring our goal within reach,.

Now, under the old contract, it would not have becen possible for us to reduce the
work force in this way. The rigidity of the work rules in the old contract
prevented us from using our work force efficiently, and we simply could not

consider running our plants without replacing the pcople who left.
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But our new contract wipes out many of the old jurisdictional job barriers. We
will be able to train our people in multiple skills, so they can handle more than

one job and be assigned accordingly.

Next, we worked out an employment security package. Through the thirty-nine
months of our new contract we have guaranteed the union there will be no layoffs.

None.

There’s another advantage to both sides in employment security. Employees can
now feel free to propose ways to save time, cut out waste, even eliminate entire
jobs, without the fear that it will be their job they’re eliminating. They know

they’ll have a job. It’s guaranteed by the contract.

This is a classic example of an agreement in which both sides win. The company
gets a program to acnieve long-term productivity gains through attrition and work

rule changes; the union gets a long-sought after guarantee of employment security.

Thus far, I've described a contract that guarantecs employment security, provides
permanent productivity improvements, changes long-established work rules, and
eliminates as much as 25 to 30 percent of our work force. That represents major,
almost revolutionary changes, at least for an Amcrican steel company. But there’s

more.

Another trend setting part of the contract came in the economic area. Yes, there
were some modest wage and benefit concessions . .. a total of 99 cents an hour in
employee concessions and an additional 52 cents an hour in other cost savings.
Those were small by comparison with LTV Steel’s settlement of $3.15 an hour in

concessions alone. But that wasn’t a major objective.
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The big news in the economic area is that employces have the opportunity to share
in profits and productivity gains. The employees can now earn between 50 cents
an hour and $1.75 per hour for each hour they work. The amount is based upon
the level of profit the company achieves. When we win, everyone wins. If we lose,

we all lose.

The employees also have the opportunity to earn an additional bonus based on
product quality and manpower costs. In other words, we're putting our money
where our mission is -- we’ll pay our employees to make better products at lower

cost.

We've built even more flexibility into the contract. Experimental programs, for
example. We’re looking at the possibility of providing assured rates of pay for
hourly workers, who, in turn, would take on additional duties. Sounds a lot like

salaried employees, doesn’t it?

We're also going to experiment with skill-based pay programs that will pay workers

based upon their knowledge, skills, and expertise.

And finally, because our salaried force reduction will result in fewer supervisory
people in the plants, we will be expecting morc sclf-direction by the employees.

This principle would not have been possible under the old contract.

We believe this contract has unlimited potential. But despite all the innovative
ideas and good intentions, the bottom line comes down to implementation. Without

proper implementation, all we have is a worthless picce of paper.

That’s why we built a cooperative partnership agrecement into the contract. The
agreement guarantees regular meetings from top management levels through in-

plant work groups. Our goal: keep the lines of communication open -- up, down
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and sideways -- and solve differences early before they become major problems . . . Ny
. . .lﬂi
X so we can implement the spirit of the contract.
"l
s . . . . .
Without question, our agreement breaks new ground in the steel industry ... it may
:'. become a model for other companies, even other industries.
L]
j We've asked the employees to take on added responsibilities, accept more flexible
-r.
.'ff work rules . . . and accept manpower reductions. In essence, we've asked them to
"
b
- make management decisions that will help National Steel survive in the short-term
l",:. and prosper in the long-run. We’ve asked them to make a commitment to raise
U
N
A product quality and lower overall costs.
)
o
In return, we’ve made commitments to the union. We’ve provided employment
ﬁ security that guarantees there will be no layoffs. We’'ve settled for modest wage
P
N and benefit concessions in return for more permanent, longer-range savings. We've
& provided profit sharing and productivity/gain sharing opportunities that give our ~._—J‘
>0 employees the potential to earn substantially more than others in the industry.
;:f_: We've even added a 401-K savings plan for our hourly employees.
\ More important than the details of the contract is the spirit in which it was
k.
;-. fashioned. It was done as a cooperative partnership, a partnership that emerged
"~
7 - from a year-and-a-half of joint problem solving meetings.
l \. . . . .
> All of this doesn’t mean we're having a love fest at National Steel. Far from it.
:' What we designed is a pragmatic contract, one that we believe takes into account
) the needs and interests of National Steel and the United Steelworkers. Both sides
l.
s, <
_'C-- went to the bargaining table with that in mind. Otherwise, this contract could <
1 r
x5 never have been written. )
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The time has come when managements in our mature industries must recognize that

A t
By A . . .
S it’s to their advantage to provide for the long-term welfare of their employees, and ‘
¥ give them a stake in the business. The unions must realize that they share with
L)
: management a responsibility for the long-term viability of the companies whose !
)
" U
e workers they represent.
\. -
. That’s what National Steel’s new labor contract is all about. We believe it’s the t
‘: :
< wave of the future in labor relations. 3
o'; The adversarial relationships of the past no longer work . . . if they ever did. In g
¥
::. the steel industry, the heedless self-interest that FDR referred to helped bring
™
e about the industry’s decline. It brought hardship for thousands of workers who
- ¥
lost their jobs. Everyone ended up a loser. It was, indeed, bad economics. :
: :
W o . . . . 0
ﬁ: And it will continue to be that way for companies and unions that fail to M
"
[ “a
A ‘: recognize the good that can come from forthright concern for the needs of the
\v -
A other guy. They will surely be among the losers in the race for survival; as our !
" !
A
5 industries continue to mature.
AY
¥ At National Steel, we’ve seen the light. We know what it takes to forge a mutually ;
t
o . . . .
‘o supportive relationship with our unions and our employees. We will all be winners :-
- U
- 1
- in the years ahead.
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ADDRESS BY

THE HONORABLE WILLIAM E. BROCK
SECRETARY OF LABOR

TO THE By

%y

SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING X

FOR PRIVATE SECTOR AND DEFENSE LEADERS i

’ The following is a summary of the Honorable William E. Brock’s address to .
b W
the Second National Forum on Human Resources Planning given on May 8, 1986. ¥

In addition to this summary, Mr. Brock entertained questions from Forum o

q

participants. .:

A

Y

£

foday's workforce can be characterized by its changing demographics and

xre

environment. A large increase of working women is certainly the most obvious of

the demographic changes. This has brought about new initiatives by the private

o.~

i sector such as industry-supported child care centers, flex time, family counseling, Y
i. and liberal maternity leaves of absence. Another demographic change involves the ‘_:
declining numbers of young people entering the workforce. This means that the .;:

Y
average age of the workforce will increase, and both industry and government i
must adjust to this change. :g
A

One of the biggest factors impacting the workforce has been problems with

h 3
. s m-.‘v'

P our American education system. Approximately 700,000 young people enter the E
workforce each year without completing high school. Some high school graduates ':
are illiterate. There are growing problems with multiple languages. There are ;-',:
obvious problems with the education system, and it is important to support the '\
President’s push to improve public education. Another factor is that the work

; environment has become much more technical, and the education system has failed ’{

, to keep up with that trend. This has been partly due to lack of coordination ﬁ
’?':,;: between the labor and education communities. Onc of our new initiatives is a "
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closer cooperation between the Departments to help education prepare young

people for the workplace.

Secretary Brock concluded his prepared comments by stating that much
closer coordination between the private sector and the Government would be

required to meet the demands of the changing workplace of the future. He noted

that progress has been made to improve this coordination.

Secretary Brock then entertained questions from the audience.
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. ADDRESS BY N
g GENERAL JOHN A. WICKHAM, JR. Ny
Ve CHIEF OF STAFF, UNITED STATES ARMY 3
TO THE N
SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING nf
FOR PRIVATE SECTOR AND DEFENSE LEADERS :.r
W
\
A_VISION AND VALUES v
~)
It’s a privilege to be here this evening. The Forum's work is extremely important, e
=
relevant, and timely. Today, we face some tough challenges that involve the o
r\.
stewardship of human resources, challenges that have long-term implications. The "
O]
dialogue, experience, and ideas that are shared here will help all of us do a better ',..ﬁ
W1
job and serve the interests of our great nation. :0:.::
..
As I look at the discussion topics for the Forum’s working panels and the emphasis "

on "productivity,” I'm reminded of a story:

P

LA N

ﬁ_ A strongman in a carnival sideshow was exhibiting his "'
[} =
> prowess and, as a final trick, he squeezed the juice ::'.
\..

from a lemon with his bare hands and then offered ten ::‘:

\-l
. . -‘-’ y

dollars to anyone in the audience who could squeeze >

[ ®

another drop out of it. After a pause, a small, skinny, ::i_

~»

AL,
bespectacled man came forward and tried it. After ::’,

. .. R
much groaning and straining, he managed to squeeze !v
L} q
one large drop of juice from the lemon, to the delight E

of the audience. ;\'-

N
As the strongman begrudgingly handed over the ten i

dollars, he asked the small man, "What’s the secret of :"_:

v,

. . Ve

your strength? How did you do it?" ;»‘:

]
. )
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"Oh, it was nothing, really." the man repli "] was th

treasurer of my church for thirty vears."

As we all work together to "squeeze the most we can from the lemon” (and improve
productivity), let me express my appreciation to our participants from the private
sector. Your dedication and generosity are vital to the success of this Forum.

Thank you for giving us your valuable time and attention.

Tonight, I want to tell you "the Army story"” and highlight the points of interest
that relate to the work of this Forum. People are "stage center" in our Armed
Forces, and especially in the Army. Great leverage can be gained from improving
the productivity of human resources. The Army story provides you a case study to

work on because people and productivity are key factors to our success.

The Army helps provide the nation a capability to deter wars before they start, to

control them if they do start, and to terminate them on terms favorable to our
interests. Today’s Army is the best I've seen in 36 years of service -- and, it's also
the smallest. We have 28 divisions in the total force, 10 of which are in the
National Guard. Yet, the threat to our Nation's security is large and continues to
grow. The Soviet military build-up, the rise of state-sponsored terrorism, and the
proliferation of regional conflicts present serious challecnges to peace and stability

throughout the world.

Defense spending since 1981 has accomplished much: better people and morale,
strategic modernization, enhanced readiness, and improved conventional forces.
But, we're still behind the Soviets in key areas. Budget growth is essential to

preserve the benefits of our increased strength.

The Secretary of the Army and I share a common vision of how the total Army --

Active, National Guard, Reserve, and civilian components -- should prepare for
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land combat, both for today and in the future. The Book of Proverbs says, "Where

&

\ there is no vision, the people perish." The authors of A Passion for Excellence say

[}

5

that visions are important, and that they must be stated clearly, communicated

fervently, and cared about passionately.

5

P

The elements of the Army’s vision are:

a
Ly

A

s

0 First, to provide quality soldiers and strong families in the active ,',.:
o,

and reserve components, =

. ‘.-_

. 15

o Second, to field a flexible, modernized force that can fight »
v

anywhere, anytime, and under any circumstances. I

8.4 i

!

o Third, to develop high technology and productivity enhancements ﬁ
: .

. eqe e

that increase the capability of our small Army. E':-.

P

a:‘ o Fourth, to fight and sustain as part of joint forces (with our sister L

services) and combined forces (with our allies and friends), including s

the ability to deploy tactically and strategically anywhere in the f-:

world. K .

-

o Fifth, and last, to exercise strong stewardship over the human and {_‘_

¢

materiel resources that are entrusted to us by our citizenry.

;Y- "

This vision keeps in view the capacities of our potential adversaries as well as the :}
promise of the technological and industrial advantages enjoyed by the U.S. and its ::;'.
allies. It requires leadership and resolve. And it requires that we innovate and _!,
work smarter. In short, if our enemies are bigger, then we must be better! "
Let me discuss each in turn. '.'
-
AT
ﬂr\f.' 2
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PEOPLE AND FAMILIES

A quality Army starts with quality soldiers supported by strong families. I'm

happy to say that we’ve made great progress recruiting and retaining both soldiers

and families. Active Army accessions of high school diploma graduates -- a key

measure of our quality -- have increased significantly since 1980 (up from 54% to
91%). National Guard and Reserve accessions are also up. Category IV accessions,
the lowest mental test category, remain at low levels; in fact, they’re at 9% which

are historical lows for the active Army.

Retention trends are also healthy. In FY 1985, we achieved 101 percent of our
reenlistment objective, and, in FY 1986, we reenlisted 109 percent of our objective.
These objectives meet our minimum manpower needs for the year. This kind of
success 1s dependent on the proper incentives -- such as assignment opportunities,
educational opportunities (G.I. Bill), and bonuscs. Success is also dependent on

organizational climate and quality of life factors.

At the same time that quality indicators have incrcased in the active Army, rates
of indiscipline have decreased. Drug offenses, AWOL, crimes against property, and

violent crime are down significantly. Rates are historical lows in most cases.

We have made great strides towards providing a richer quality of life for our
people and their families. Fifty-four percent of our soldiers are married; we've got
over 1.2 million family members. Seven hundred thousand are children (half of

them are under the age of six).

Substantial resources have been programmed for, and invested in, quality of life

and family programs. For FY 1987, we are budgeting six billion dollars for our

quality of life programs. We will continue to improve living and working

40

PN

- . e e e e , . . v A NS
B A A A P SC N N P A MR N N AN M N PN AN SN NN M o) e NS

£ 0 0
S

5™ |

R ]

.

%

-'{f{{(r¢

.P‘r,v': -.’_..- é«

n‘;r'J » " -1,- .

e d
»

.
’

L I

r.

TS0
.

Pl A d
w

s Juww

?_

Lj

2

£

P

.

é

P

v "

s

A
.

[0

P o L
51“ & 4%

g
s

ol

€
r S

LA
.

4y

o

¢
-
i



A ek

-

e

» 3

TSNS

atata s

e Ve e B W
S

PR Y |

rd

[T g

conditions and will meet a diverse set of needs, ranging from family housing to

child development to maintenance and repair shops to soldier and family services.

These efforts are worth every dollar that we invest. As I visit Army units around
the world, I see the payoffs of our "quality of life" initiatives for soldiers and
their families in terms of their increased commitment to their jobs and to a more
ready Army. They see these improvements, and their own resolve to serve our

Nation increases. Thus, the better soldiers and their families feel about the Army.

the better is Armyv readiness.

Let me share with you a letter that makes this point. It’s from a young

paratrooper whom doctors saved from death after a parachute accident:

Life’s difficulties are always cropping up, but in the
Army, people make up for the things that go wrong.
There is always someone who will help in the Army.
When the doctors thought 1 would never make it, my

unit never gave up.

They stayed behind me and behind my wife and my
family the whole way. Words cannot express my
thanks and the thanks of my wife for the care that my
company commander, my first sergcant, and my Army
buddies showed during the most difficult time in our

lives.

And that’s what the Army is all about. Taking care of

h other, 1 reci wh he Army is doing for

families,
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And know what? I'm pr to_be a soldier.

So it takes more than just resources to build that kind of commitment; it takes a
caring attitude by people within the organization. I know several of the work
panels are looking at "work vs the family" and "organizational cultures.” Do your

work well; we need your help.

Our young people are "seed corn" for the future. The Army cannot afford to lose
them. Also, we can’t afford to lose our more senior NCOs -- the "backbone" of our
Army -- as we did several years ago; because that mcans a loss of leadership and
experience that takes years to recover. The concept is simple: Take care of your

people, and they’ll take care of you.

MODERN EQUIPMENT AND UNITS

Quality people deserve quality equipment, particularly when we may be
outnumbered by our potential enemies. A kcy improvement to our military
capability is modern equipment for active and reserve forces. Modernization
means both enhanced readiness and sustainability. That means a better capability

on the battlefield and better reliability rates.

Through FY 1986, Congress will have authorized the Army to procure 5,000
Abrams tanks, 3,700 Bradley fighting vehicles, 1,600 Apache and Black Hawk
helicopters, 350 multiple launch rocket systems, and many other new items of
equipment. We’ve accomplished much, but much remains to be done. The Army’s
modernization program started 3 to 4 years after the Navy’s and Air Force's.
Basically, only one-third of our units arc modernizcd. We need resolve to finish

the job ... peace depends on us.
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The Reserve components are getting their fair share, too. This year, the National
Guard and Army Reserve will get about 2.1 billion dollars worth of distributed
equipment. For example, they’re getting the new Ml Abrams tank and the fully
modernized, product-improved, M60A3 tank. The idea is: The "first to fight, is

the first to be equipped.”

They’re also getting full-time specialists and technicians to support equipment
modernization and to help prepare for mobilization and deployment. The
manpower end strength of the Guard and Reserve is up, tco. Soon, the strength of

the Reserve components will exceed that of our active forces.

We rely heavily on our National Guard and Army Reserve. They provide 50
percent of our combat battalions, 50 percent of our combat support, and almost 70
percent of our combat service support. They get "top-of-the-line¢" simulators, take
part in exercises with active forces overseas, and they train at the National
Training Center, Fort Irwin, California. The military capability of our Reserve

components has come a long way in recent years.

Beyond equipment, we are modernizing the organization of our Army, giving it
better balance and increasing its combat power. Our heavier forces (such as
mechanized and armored divisions) remain oriented towards central Europe and
the NATO commitment. Our lighter forces (such as the airborne and air assault
divisions), and especially the Army's new light divisions, have increased our
strategic flexibility and deployability. Thus, they enhance our ability to deter war,
because "deployability is deterrence." These light divisions, along with our
improved special operations forces (our rangers and special forces), give the
national command authorities the options neecded to handle all challenges,
especially low intensity conflict, the most likely type of conflict expected in the

future.
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W TECHNOLOGY AND PRODUCTIVITY ‘.4".'-1\
En

Within the overall composition of the total Army, we have increased our combat

~ %5
Bl o

capability substantially. For the Active Army, we have created 29 additional

L
ol o
PSS

battalions through FY 87, with 21 more programmed between now and FY 91.

B

This increase has been accomplished essentially within the confines of a constant

::’ end strength -- a limit of 781,000 soldiecrs -- for our active forces. We have "grown"
2,
o, . . .
s almost a like number of combat battalions in the Reserve components.
'
ol These increases have resulted from a number of initiatives that have enabled us to
5,
- A .
:} convert support manpower into combat power.
)
",
] o Productivity enhancing technology, for example, use of multiple
}.0 . . . .
a-:' subscriber equipment saves 8,000 spaces; use of palletized loading
e,
" . cre
’ system saves 13,000 (during mobilization).
3 .
[3 ]
& . . . . r’:_
- 0 Organizational modernization, for example, building more and
Sk
LS . . JN
. smaller units, with more capability.
.::
? 0 Headquarters reductions, for example, Army staff and major
M,
:_ commands.
'? o Reserve component growth, for example, greater responsibilities.
.;: !
- o Civilian substitution, contracting (perform service support).
:j-f o Host nation support, contingency contracting (perform service
-;f support).
'.:
::: The Army leadership has chosen to keep the end strength constant for the active y
forces in order to protect our rcadiness, sustainability, essential modernization, and -
(A *\
' iy
ey people programs. We have disciplined our appetite for active end strength TN
8
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increases so that we can maintain the overall quality of our forces and capitalize

L}
X

on productivity enhancing technology. This was a tough choice (much easier to ask

7 L,

the Congress for more people) that requires a willingness -- and the courage -- to

=

innovate. But, its been a key part of our strategy for building and equipping

g

today’s Army.
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"Jointness" is vital to success in combat. If we had to go to war tomorrow, we

1%L

would go jointly. We go on someone else’s ships and on someone else’s aircraft.

2%

Someone else "sees deep” for us and "strikes deep” for us. The Army, by virtue of

2z

its business, has to be the most joint of the services.

1>

. \,‘.’&"‘-'
A g o

"

General Gabriel, the Air Force Chief of Staff, and I instituted the joint force

r e

development process in May 1984, The objective remains to develop

]

ar

complementary rather than duplicative capabilities, to fill voids in our warfighting

capabilities, and to increase total force effectiveness in direct support of the

AT
I{& \

warfighting commanders-in-chief. We have broadened participation in the process

™~

S 5

to include the other services.

X RAR
=

We have implemented over half of the original thirty-one Air Force-Army

)
s

initiatives and have added four new ones. The initiatives have resulted in roughly

a billion dollars of near-term cost avoidance as we have reduced or eliminated

vy
)

x

duplicative programs. Similar agreements with the Navy are helping to improve

v e v @
2N
. .

LA 3

our strategic sealift and logistics-over-the-shore capabilities.

€ -

N T,

I am pleased to note that the "spirit of jointness" bctween General Gabriel and

P
o,
»

myself has been picked up by our respective Deputies for Personnel. Lieutenant

General Bob Eiton of my staff and Lieutenant General John Shaud, the Air Force

Chief of Personnel, a few days ago selected 10 initiatives for implementation that

45
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will go a long way in improving integration between the Army and Air Force SN
s:.'..','
! personnel staffs. *
STEWARDSHIP

As we have improved our military capability in terms of people, equipment, force
structure, doctrine, training, and support, we have become better stewards of the
resources entrusted to us. Stewardship is a key issue in the eyes of the American

public. Nothing less than their confidence and trust, and our credibility, are at

stake.

We’ve got to invest wisely in research and development which allows us to
capitalize on the "tiger of technology," an animal we must ride or fall off and be
eaten. It’s the only way we can keep pace with a rapidly changing and
: sophisticated threat. Research and development provides leverage for the future

and is vital for the development of systems that will allow us to capitalize on ’v.-v,-

! airland battle doctrine.

Also, we’re improving our procurement practices. We've appointed competition
. advocates throughout the Army to promote competition, drive down prices, and
improve product quality. Last year, 46 percent of our contract dollars were
awarded competitively. This year, our goal is 50 percent, and we're going to
achieve that objective. Along these same lines, multi-year procurements create
economies of scale and are reducing costs substantially in those cases where we can
let contracts for more than one year. We've got to give the American taxpayer the

most benefit for every dollar invested.

So, we have a vision, and we're on the way to its fulfillment. Closely related are

e

some corporate themes whose roots run deep in our culture. . )
NN ’,
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YALUES

Each year Secretary Marsh and I choose themes as a way to focus attention on

issues important to our Army.

Previous themes have included the concepts of

.l

*victory," "physical fitness," "excellence,” "the Army family,” and "leadership." "

L 4

These themes are not abandoned at the end of the theme year. Rather, they're -

\‘

5 continued, providing a steady flow of ideas and programs that influence how we :::
» -
s ~
s do our business.
' )

3

. This year’s theme is values. The reason is self-cvident. Lately, we’ve seen too ::\‘
1

. \ )

many Americans willing to debase their patriotism and fidelity for profit, and \

we’ve heard too many allegations of waste, fraud, and abuse by contractors and

military procurement folks.

Values are what we, as a pro'f‘cssion, judge to be right. They’re more than words --

PO

they're the moral, ethical, and professional attributes of character. It’s character
that enables us to withstand the rigors of combat or the daily challenges that might

tempt us to compromise our principles.

P LEL P,

Strengthening values will enable us to strengthen:

o Our inner self, i.e., our personal and professional development.

EAPAA

0 Our bonding to others, i.e., unit cohesion or family ties.

0 Our commitment to a purpose beyond that of ourselves, i.e.,, to our

profession or to our country.

In closing, let me share a letter with you from an Army wife who lost her husband

in the crash at Gander, Newfoundland:

722 AT

B
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*Let me thank you for myself, for all the other wives r:::‘;
and families of our dear fallen Eagles, for the fallen
Eagles themselves, but most of all for my late husband,
for sharing with us in our grief and sorrow ... and for

the tribute paid to him after his death."

"Rudy was a professional soldier who loved what he
was doing. He was very proud of his two tours in
Vietnam as a captain of Cobra gunships and recently

of his three tours with the MFO in the Sinai."

“I was, I am, and I always will be very proud that my

husband was a professional soldier . . . and a damn
good one."
RN
]
Doesn’t her letter speak to us of values? Out of the depth of grief, her letter ~
speaks to us of inner strength. Her letter speaks of strong bonds with the family
and bonds with the military. Her letter speaks of patriotism and pride in her
husband’s commitment to service -- a commitment above self.
We have an obligation to provide the kind of leadership that capitalizes on the
resources entrusted to us -- human, or otherwise. However, you and I know that
the human dimension is what really counts. For us, the challenge is to "grow" that
dimension to its fullest. This Forum is an impressive attempt to do just that.
I extend my best wishes for your great success. Thank you.
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s ADDRESS BY
‘ﬁ,.-;. THE HONORABLE DONALD A. HICKS
UNDER SECRETARY OF DEFENSE FOR RESEARCH AND ENGINEERING
TO THE
SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING
FOR PRIVATE SECTOR AND DEFENSE LEADERS

Thank you for the introduction. There’s one element of it I would like to reorient
a bit. I don’t really consider myself to be a "former Defense Industry Executive."
I consider myself to be a defense professional whose career began in the military
in World War II and has continued through academic training, industrial

experience, and service in government,

I want to spend the next several minutes discussing problems and prospects defense

professionals -- both in and out of government -- are now confronting.

. In 1980, there was a tremendous consensus for rebuilding America’s neglected
i' defenses. President Reagan and Secretary Weinberger have done an outstanding
job of obtaining the required resources -- a 50% real increase -- and of translating

those resources into readiness, sustainability, and force modernization. The

combined effect, of course, is an enhancement in our deterrent capability.

Lately, however, we have begun to see this consensus erode. Encouraged by "horror
stories" about expensive toilet seats, dog kennel fces, etc., a deficit-weary American

public isn’t so sure anymore.

Let’s talk for a minute about waste, fraud, and abuse and my views on what this

celebrated phrase does and does not represent.

First, what it does not. For that I want to tell you a little story about an exchange
I had with Senator Levin of Michigan. Beforc my confirmation Senator Levin

"' . . 3
AT called me in to reassure himself that someone who had been in industry as long as

A AT AP A B T N N A L I
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I had could be counted on to be tough in his dealings with it. Could 1 be counted

on to make sure that industry used the "taxpayer’s money" wisely?

At that point I had to tell we had a problem because I disagreed with his basic
premise. When the Defense Department contracts with private industry to produce
something, then, in our free enterprise system, the money to buy the good doesn’t
belong to the buyer anymore. It’s the property of the producer who will
presumably use his best management judgment to deliver a quality product to the
buyer. To really believe in this notion of "watching over taxpayer resources" is the

equivalent of an admission that we have a de facto nationalized industry.

In my judgment, if that’s what we really have, then we ought to recognize it, make
it official, and accept the outcome of half the product for twice the price that

plagues our friends in Europe.

Then I asked Senator Levin to try to put one of these stories -- the much reported

and decried charging of dog kenneling fees to the government -- in perspective.

"Suppose for a minute that you’re the general manager of a division of a big
company. You’'ve got an important overseas project that’s in deep trouble. The
only thing that can give you a chance of saving it is to replace th¢ program
manager. You evaluate all the potential candidates, and you identify one highly

qualified individual who you think can get the job done."

"You call him in, and you explain the company’s neced. You also tell him you
realize the location is not particularly appealing -- in fact, it’s a real hardship area
of the world -- but the company will try to ﬁakc up for some of that with special
allowances, provisions for home leave, etc. Of course, he can take his family at no

personal expense.”
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You can see¢ him thinking through the ramifications. Its clear he’s a loyal
employee; he relishes the challenge of the assignment, and he certainly doesn’t

want to see a major project go down the tubes.”
"But then he says, 'Wait a minute. What about my dog?™"
"You say, 'What about the dog? Can’t you sell it?"

"He says, 'Oh no. My wife thinks of him as our third child. She'd divorce me.

And with quarantines and other restictions, there’s no way we would take him!"™

"Now, you're the gencral manager, trying to do the best management job in an area
of grave concern to your company. So what do you do? Probably you offer to
board the dog in a kennel, at company expense, so that your preferred candidate

will accept the critical assignment.”

"Such a decision does not represent waste, fraud, or abuse, but rather an
individual’s best management judgment about how to keep a valued employee (he
can always go somewhere else in our free enterprise system) and encourage him to

undertake a difficult task."

Having said that a lot of things labeled as waste, fraud and abuse really aren't, 1
also recognize there are some bad people who do bad things in the defense
industry. That’s inevitable in a society where, on average, one out of every 100

people is crooked.

Inspector General Sherick has identified some real cases of criminal behavior

which I know concern you as much as they do me.

For example, five moving and storage companies in Columbia, South Carolina,

located adjacent to Fort Jackson, agreed to fix the rates charged for providing
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nontemporary storage of household goods of military personnel. Specifically, these
companies discussed with one another their rates and agreed to submit rate -
proposals which were not only noncompetitive but also excessive. Each company

X then falsely certified that their rates were determined independently and without
collusion. This artificial establishment of uniformly high rates resulted in an

estimated loss of $800,000 to the government.

As a result of a cost mischarging investigation of Sperry Corporation, the
government obtained evidence that during 1980 and 1981, Sperry employees falsely
filled out time cards indicating work on an Air Force contract that was below the
contract ceiling price, while actually working on projects properly chargable to bid
and proposal and independent research and development costs, which were over
their ceiling. These false costs were then contained in the progress payment

requests submitted to the United States.

Sperry agreed to plead guilty to three counts of fraud and pay a minimum fine of "

$30,000, double damages of $650,000, and $167,740.86 as interest on the double

e

damages. Sperry also agreed to discipline its employees, reduce its claim for
recoverable legal expense by $300,000, and take certain administrative steps,
enumerated in a separate administrative settlement, to avoid the problem in the

future.

The instances of perceived and real waste, fraud, and abuse have surely
) contributed to the erosion of our defense consensus. In my view, they have also
contributed to accelerating a trend of the last decade toward too much oversight
and micromanagement. Sometimes we in the Department do it ourselves as we rush
; to regulate some aspect of our behavior before Congress legislates it. I oppose that.

If you don’t believe something is right, it’'s dumb to do it to yourself to avoid
ing i ('\.:.\'.‘
having it done to you by Congress. LS
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Congress -- with the changes in its oversight rolc that have occurred over the last
decade or so -- also is a big part of the problem. Changes in the seniority rules
have ended a strongly disciplined system -- albeit not without its drawbacks -- and
replaced it with what one member has described as a situation in which "we are
435 or 100 atoms bouncing off each other and colliding. There used to be much
more structure, but the old glue that tied atoms into molecules has been greatly

weakened."

I sometimes think that all 535 atoms have a dircct role in defense oversight. At
the very least, we can say that 10 years ago, 4 committees wrote legislation on
defense. Today some 24 committees and 40 subcommittees have a role to play in

defense oversight.

In FY 1970 Congress asked us for 36 reports and studiecs. In FY 1986, that number

jumped to 676 -- up a whopping 1778%!

Last year Congress changed 18,000 separate DoD programs -- changes which

required 400 - 500 pages of explanation.

Congressional staffers number in the thousands, and we in DoD and you in
industry proliferate people, rules, regulations, and other implementing mechanisms
in response to all this congressional activity. Somcbody recently told me that last

year alone, there were 54,000 official government visits to the Boeing Company.

So far, I've been critical of DoD and the Congress. To fit the last piece into the
puzzle, I want to talk about industry. You've had ups and downs during this

period of the gradual decline of our defense free cnterprise systems.

However, these statistics on net income for defcnse contractors suggest that the

defense business has not been a bad place to be latcly. Latcly, the defense industry
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has been, roughly, twice as profitable as the rest of the durable goods
manufacturing sector. While you complain about the adverse effects of
micromanagement, you are quick to argue your company’s interests to your elected
representatives. The result of this, of course, is defense legislation laden with pork

barrel provisions. The Department is told in excrutiating detail what to buy --

including, in some cases such as the small ICBM, decsign specifications. Some of the

things it tells us to buy are things we_haven’t asked for, and for which we see no

military need.

Don’t get me wrong. There are no absolutes of right or wrong associated with pork
barrel. In a democracy, no on¢ questions constitucnt rights to lobby for special
interests. However, carried to the extreme of pork bccoming the rule rather than
the exception, you pay a price. You in industry cffectively become wards of the
Congress, and you owe the institution something. That something is license to

oversee and meddle in almost every aspect of your business.

When we get to a situation where everyone depends on the largesse of government,

then we’ve turned our back on free enterprise and accepted the reality of

socialism.

So far my message is tinged with pessimism -- pcrhaps more than I actually feel.
Right now there are good people in the Congress who realize that things are wrong
and that we’ve got to change. They want to scc their institution function more
like a board of directors and less like a group of dissident shareholders. The work
of the Packard Commission is a tremendously positive contribution. We have to get
on with the business of acquiring the right weapon systems in a timely and cost

effective manner.
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To help us achieve that objective, I am asking you in industry to resolve to stand
on your own two feet more -- to use Congress less to influence, overturn, or end
run decisions of the Department. I'm not naive enough to believe we can eliminate
lobbying or pork. Nor would I, in our democracy, want to encourage such an

objective. Let’s just get it under control.

For my part, 1 first promise you that I will work ceaselessly to eliminate
unnecessary oversight and regulation. I will work within the Department and in
the Congress to establish a climate where DoD and the defense industry are viewed

as partners in a process that aims to weed out the few crooked individuals.

Second, I promise you that I will work very hard to make this process more
rational. I will do that by doing my personal best to ensure that we do not start
programs until we fully understand the nature of our military requirements. Once
we have such an understanding I will work to sec that we press on toward meeting

those requirements through performance as opposcd to hardware specifications.

These changes are essential if we are to obtain the weapon systems necessary to

maintain deterrence.
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: :": -:{: OVERVIEW OF MODERATED DISCUSSION OF PANEL FINDINGS
B MR. DAVID A. WEEKS

N SENIOR VICE PRESIDENT, RESEARCH AND PROGRAM

'_'.‘-s THE CONFERENCE BOARD

H

o)

) AT THE
Ly
i SECOND NATIONAL FORUM ON HUMAN RESOURCES PLANNING
' ::: FOR PRIVATE SECTOR AND DEFENSE LEADERS
r',‘_:;
\ . . . . . .
o~ The following is an overview of a wrap-up panel discussion among the
~,

panel chairmen. This discussion was moderated by Mr. David Weeks, Senior Vice

“‘

W) President, Research and Program, The Conference Board.
o . . : . . .
ol The organizational environment -- whether private or public -- is changing
Ty

rapidly. Nowhere are these changes more evident than in the mission and

orientation of the human resource function. The personnel function of the 1970,

«“ peopled by advocates and ombudspersons, is developing a bottom-line credibility

a
»
(]

and a business-management focus. Surprisingly cnough, these changes are as

/')‘

.a-:: apparent in the armed services and among the civilian employees of the
o

P . .

> Department of the Defense as they are in General Elcctric or Saga Foods.

Y . .
" Until recently, however, little or no attempt was made by human resource
) professionals from one sector to learn from their colleagues in another. To address
.‘;'.
) that gap, the Office of the Assistant Secretary of Defense undertook to mount this
ar
{
-s.J joint program to stimulate an interaction that has proven beneficial for
A .

~ participants from both sectors.

AL

}:, This brief summary of some conclusions and issues raised by the
~

"" . . . .
:;- participants is provided for those interested in the changing role of human
-

'
’C: resource programs in the United States today and in thc trends that will set
o ;..-fa'. tomorrow’s agenda in this increasingly complex ficld.
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Where so much time and effort are spent on both detailed and complex
problems, as at this two-day conference, it helps to stand back from the picture

and look at the major conclusions.

A comparison with a similar meeting one vyear ecarlier shows a real
clarification in the minds of the panelists -- from both the military and the private
sector -- about what is happening now and what is likely to happen in human

resource management.

Since 1985, most of the panelists have concluded firmly that the changes
affecting their business and professional lives are fundamental, inevitable,

continuous--and even desirable.

More important, they generally agree that the human resource function has
a key role, not an advisory role, in making change happen. The human resources
professional is taking the lead in planning with scnior policy management what the
direction, pace and effect of changes will be. In short, panelists find they are

expected to help set the context for change.

A second new direct responsibility is also clear to all this year: human

resources has a_primary role in implementing change. The human resource

professional is moving rapidly from policy advisor to manager.

The panelists took note of five key environmental constraints that are

certain to cause problems in this newly expanded role:

0 A shift in many organizational missions.

0 Continuing shrinkage in the ranks of management.

o Budget austerity trends.

o Increasing competition between sectors for talent and skills.
58
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The new gbjectives for human resource management and the organizations
guided by them were characterized as difficult but not impossible:
o Instigate and shepherd changes in organization culture.
0 Stimulate and channel innovation.
”,
:ﬁ o Develop people; then trust them.
o Put programs and decisions into a human scale and a family context.
The panelists were hopeful and more inner directed this year concerning
their ability to handle the new assignment. They based their hope on the fact that ?
a good deal is known about using reward systems, measuring effectiveness, and
7]
‘:': training and developing managers.
‘x,:
e The major qualms were related to the accountability for designing change
(e
e and for stimulating innovation within the broad organization.
: In thinking these matters through, the participants came away with a much
clearer analysis of the issues at hand for this year and next -- and a much clearer
~
ey vision of ongoing actions within and among sectors that will make the human
-~
. resource job achievable, if not easy.
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‘. NATIONAL FORUM ISSUES, PROCEEDINGS AND PANEL REPORTS
»
1,
3!
t
b u
: In his welcoming letter to the participants, Assistant Secretary Cox, the .
‘o National Forum sponsor, summarized both the broad parameters of the human ;
) g
b \
N resource planning issues to be addressed and the desired outcome of the
" proceedings: )
‘:s Welcome to the second National Forum on Human '.
b
L)
i Resources Planning for Private Sector and Defense
b
oy Leaders.
) A
? l:
. Many management, manpower, training, and personnel =
" ‘ o
~ problems are common to both government and industry. 3
W .
: As we look to the next decade it is clear that a sharing K
. ()
! of the best thinking and experience of both sectors -
could be mutually productive in the national interest. N
N
>~
' v
' Indeed, such an exchange can be critically important in 3
a3 &
an era of fiscal constraint, economic challenge, massive
]
i technological change, and evolving new individual and y
~, L}
[, social value patterns. Human resources complexities in :
this environment challenge each of us to manage our ;
3 R
- people most efficiently and effectively. We open this t
e .
N Forum in a search for new and better ways to do so. »
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between private sector and government leaders.

Last year the first Forum made a strong beginning to
explore the issues, determine those areas where a
continuing exchange will be useful, and identify the
mechanism for sharing and a vechicle for future
dialogue. The prime objective this year is to continue
along the path pioneered so well by last vyear’s

participants.

Your personal involvement is vital to the achievement
of this objective. It is the essential element in
continuing and strengthening this dialogue between the
government and the private sector on the Nation’s most

urgent human resource management challenges.

As summarized in preceding sections of this report, the bulk of available

time during the National Forum proceedings was devoted to a personal exchange

was seen as the heart of the National Forum’s purpose -- an essential step in

continuing and strengthening the dialogue between the government and private

To assure reasonable coverage of the many important issues facing human
resource planners, to fully exploit the relatively brief time available for that

purpose, and to make the time of maximum bencfit to each panclist, the National

Forum participants were:

AP P

From the outset, this interchange

Assigned, based on their preference and their primary areas of

expertise, to one of 10 separate subjcct arca panels.

SRR RS




o Furnished with an issue paper devcloped for considcration by their
respective panels, as a means of stimulating thinking and suggesting
potentially fruitful directions which a continuing dialogue might

profitably take.

0 Informed of a policy of non-attribution. Vicws expressed by Forum
members are not identified with any particular person or
organization outside the panel room. This policy was established to

encourage open discussion of the pancl topics.

0 Informed that neither the titles of thcir respective panels, nor the
issue papers officially provided to them, were designed to chznnel,

limit, or constrain their deliberations in any way.

Consonant with these broad guidelines, each panel prepared a draft report
of its proceedings and furnished that draft to thc Forum’s Administrative Support
Center at the close of panel proceedings on 8 May 1986. Using word processors,
the Administrative Support Center returned the typed drafts to the panel chairmen
for their review/revision on 9 May 1986. Thesc draft reports were furnished to
the National Forum participants prior to adjournmcnt. At the last general session,
on 9 May, the private sector exccutives occupying the 10 pancl chair positions
presented a summary of thcir respective panel results to the assembled Forum

participants as a part of a moderated pancl discussion.

The results of the pancl deliberations are presented in ten appendices to this
report, numbered to correspond with the respective panel topics. Each appendix

contains:

o The name and affiliation of cach mcmber of the pancl, and of the

recorder who sat with and supported the pancl deliberations.
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PANEL 1 TOPIC: THE AUSTERE BUDGET AND HUMAN RESOURCES
MANAGEMENT: CONTRIBUTIONS AND CHALLENGES

PANEL MEMBERS

Mr. Robert E. Foster -- Chair
Deputy Director

Personnel and Administration
Grumman Aerospace Corporation

Mr. Allan Janger

Executive Director

Management Systems Program Group
The Conference Board

Mr. George N. Johnson, Jr.
Vice President
Compensation and Benefits
Pfizer Inc.

‘Dr. Thomas Saving
Chairman

Department of Economics
Texas A&M University

Mr. T. G. Westerman
Staff Vice President
Human Resources

Hughes Aircraft Co.

Colonel Billy Deames

Deputy Director of Manpower and
Organization

Headquarters, United States Air Force

Rear Admiral Francis R. Donovan
Commander
Navy Military Personnel Command

Brigadier General Claude E. Fernandez, Jr.
Director, Manpower Programs and Budget
Headquarters, United States Army

Colonel Donald Festa

Head, Manpower Policy, Planning,
Programming and Budget Branch

Headquarters, United States Marine Corps

Mr. Pat L. Schittulli
Director of Civilian Personnel
Headquarters, United States Air Force

Major General Stuart H. Sherman, Jr., USAF

Deputy Assistant Secretary of Defense
(Guard/Reserve Manpower and Personnel)

Office of the Assistant Secretary of Defense
(Reserve Affairs)

Captain Edward Sullivan, USN

Director

Personnel Administration and Services

QOffice of the Assistant Secretary of Defense
(Force Management and Personnel)

Major G. C. Spradling -- Recorder
Training Department
Headquarters, United States Marine Corps
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THE AUSTERE BUDGET AND HUMAN RESOURCES MANAGEMENT:

CONTRIBUTIONS AND CHALLENGES

o I THE ISSUES:
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Given the current compensation system there are ways to make the military
more cfficient

An effective reduced force is possible with an efficient compensation system
The whole manpower-personnel system can be made more efficient by
prioritizing mission requirements

The whole defense system can be made more efficient by making necessary

changes to traditions, turf, "toys", and trust

b, II. RECOMMENDED ACTIONS:

The military and civilian sectors should form working groups and develop

solutions to the above issues o

In addition, the following ideas might be considered:

- Eliminate duplication of management

-- Eliminate unnecessary supervisory layers

- Strive for longer retention of experienced personnel

- Reduce the number of personnel responding to Congressional inquiries

-- Eliminate the micromanagement of defense contractor by DOD and
Congressional committees

-- Access more skilled laborers through greater use of lateral entry

- Use an incentive-based pay system

- Make greater use of retirees

- Develop alternatives to the current retirement system

- Pay according to skill and risk

-h~

OB
AN

- Consider separating the Service compensation systems ,-Ag
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-ﬁ’:ﬁ .- Establish direct accountability and responsibility for unit efficiency
h - Make use of direct compensation both in benefits and cash for greater
economic efficiency
-- Divest missions
-- Reduce non-combat related infrastructure
- Contract out support efforts where possible
- Explore feasibility of unmanned technology/robotics

- Improve equipment reliability, supportability and serviceability
II1. RECOMMENDED PRIVATE SECTOR/DEFENSE COOPERATIVE UNDERTAKINGS:
o The working groups should present their ideas (illustrated in II, above) as

part of the next National Forum
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THE AUSTERE BUDGET AND HUMAN RESQURCES MANAGEMENT:
CONTRIBUTIONS AND CHALLENGES

In the 15 years since the introduction of the All Volunteer Force (AVF), the
military has shown an increased interest in thc optimal structure of both its
enlisted and officer manpower pools. Much of this interest has been directed
toward the maintenance of sufficient manpower in critical skills areas. This
emphasis on critical skills is not surprising since, given the supply conditions the
military faces, the existing pay structure ensures that if the critical skills can be

manned the remaining force manning requirements will be met.

The emphasis placed by the military on maintaining a sufficient critical
skills manpower pool was justified in a regime where military budgets permitted a
full-sized combat ready force. We are now faced, however, with the distinct
possibility that military spending will be significantly reduced. Such a reduction,
using current manpower strategies, could result in a full-sized combat ready force
being outside the budget available for military manpower, i.e., the existing
manpower pool would be unattainable using curr¢nt pay, manning, and youth-

experience profiles.

The overall force manning problem has bcen addressed at both the accession
and retention level. These two aspects of manning are inextricably related.
Increased accessions of qualified personnel and/or better retention both serve to
increase the pool in the critical skills area. The entirc manning problem can be
viewed as a birth-death process where a new accession is a birth and a separation
is a death. The population in the manning pool depends in this case on the rate at
which new individuals enter the system and on how long individuals stay in the

system.
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Under an austere budget scenario how can the armed forces respond in
order to minimize the impact on its overall mission readiness? The manpower
research done over the past 15 years can be utilized to shed some light on this
issue. The existing work provides a base for the evaluation of (1) alternative pay-
benefit strategies, and (2) alternative experience-force size strategies that can

contribute to the solution to manning requirements under an austere budget regime.

The military is a significant demander of entry-level manpower. There are,
however, private firms that have sizeable manpower pools, e.g., General Motors
(700,000 employees worldwide). The manpower strategies of these firms can
provide a basis for the analysis of the general way the armed forces do business.
In particular, (1) private firms do not have extensive fundamental training
programs that provide non-firm specific training to personnel on a general basis,
(2) private firms pay employees according to job skill requirements and do not
differentiate on the basis of marital status and number of dependents, (3) private

firms hire at all skill levels and to not rely solely on employees moving up from

entry level jobs to managerial jobs, and (4) somc private firms have significantly

lower manager-to-worker ratios than the military.

SOME RESULTS FROM EXISTING STUDIES

Current force management must operate within narrowly defined guidelines
where pay structures are concerned. Within the enlisted or officer ranks the
military is, except for a few small programs, restricted to offering entry level
employees the same pay and benefits regaruless of skill level. In the officer corps
certain advanced degrees do allow some individuals to enter at above the entry
level, e.g., medical doctors. Importantly for the past few yecars the services have
been allocated a small budget for an enlisted bonus program that allows the

services to bring individuals with desired skills into the force at above entry level
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pay. A program of signing bonuses does attract higher skill individuals into the
chronic critical skills areas. It must be kept in mind, however, that these
individuals have a shorter mean length of stay in the military and greater
accessions will be required to maintain any given manpower pool size. Also,
without pay differentiation the bonuses must be continued for any long run effect

on length of stay.

Given the mission readiness criterion and the necessity that employees, or at
least certain groups of them, work as a team, a more egalitarian entry level pay
structure among military personnel than exists in the private sector may be
desirable. The necessity for a command structure that is consistent with the
military mission does not preclude pay differentiation. Pay and command are not

related in any necessary way.

Accepting the necessity of a pay structure that is skill level independent
does have certain undesirable consequences in a time of austere budgets. Without
entry level pay differentiation, attracting the necessary numbers of skilled
individuals requires that entry level pay must be such that either lesser skilled jobs
must be rationed among an excess applicant pool or that these jobs must be filled
with overqualified personnel. Since lower pay for the less skilled could have been
used to man the lower skilled jobs, either of these alternatives leads to increased

cost for any given desired force size.

ACCESSION

The magnitude of this problem can be estimated using the existing work on
military accession-retention. By breaking down the estimated accession supply

equations by skill cohort, the size of the budget saving available from (or the
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additional cost imposed by not using) entry level pay differentiation can be

measured.

The cost of not differentiating entry level pay is reduced by the current
incentive pay system. Incentive pay allocates skilled personnel once they are in the
force, in that pay is enhanced once an individual becomes a member of a critical
skill. This same critical skill pay enhancement carries through on the retention

side because bonus levels are skill specific.

The extent of the misallocation due to the absence of entry level pay
differentiation is affected by retention in the various skill positions. The better
the retention of skilled people through bonus differentiation and pro-pay, the
fewer the skill accessions necessary to maintain the skill force size. The smaller
the skill accession rcquirement,. the smaller the inefficiency caused by the lack of

erntry level pay differentiation.

Once a system of pay differentiation is established, the military could
expand its use of lateral entry and significantly reduce training cost. The
restriction of training to military specific functions would greatly reduce the
overall training cost component of the military budget. The cost of such a change
would be reduced accessions since the availability of non-military specific training
has been used as a recruiting tool. Since private firms provide little or no
generalized training, perhaps the market is telling us something: that such training

is not cost-effective.

Questions: (1) Should the military increase entry level pay differentiation by
extending the system of signing bonuses? (2) Should the military introduce
outright pay differences? (3) Should the military increcase the use of lateral entry

as a way of maintaining manning for critical skill positions?
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RETENTION

The impact of pay differentiation is clearly demonstrated in the retention
analysis donc by RRC and others. Some of this impact is desirable and reduces the
cost of the current entry level egalitarian system of pay. A part of this impact
reflects the effect of the military’s traditional treatment of dependents. Dependent
status affects compensation through allowances for quarters in that individuals
with two or more dependents receive an additional allowance that translates into
higher pay (the amount of the allowance does not depend on the number of

dependents once this number is greater than or equal to two).

The attention of the military to dependent status stems from a relative
hardship hypothesis. The view is that the rclative hardship imposed on an
individual by military service at below market wages depends on the market wage
of the individual. Military pay should, under this approach, be at least a minimum
subsistence level for those injured by imposed military service. Thus, when a
father is prevented from working and supporting his family, the institution
responsible for this loss would, in the civil law interpretation taken here, be

required to pay those damaged: the family.

It is on this basis, and only this basis, that pay differentiation based on
numbers of dependents can be justified. Since the military has moved to AVF
status, it now must compete in the general labor market for its employces. In this
market, pay is determined by the supply of and demand for the skill required.
Family size enters this result only indirectly through its effect on the incentive to

acquire the skills necessary to earn a wage that will su_port a given family size.

The primary effects of the existing system arc: (1) encouraging dependent

acquisition by benefitting those who acquire dependents, and (2) increasing the
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retention rate of individuals with dependents since their pay is higher. Our
retention results indicate that the probability that randomly chosen airmen will
reenlist is significantly greater for those airmen with two or more dependents. As
a result, the military is, in its experienced employee pool, in a position of being

more heavily weighted with high dependent status employees than the private

sector.

Question: Should the military do away entirely with pay based upon dependent

status?
POSSIBLE CHANGES IN BASIC ORGANIZATION STRUCTURE

The past 15 years have seen an increase in the success of certain "lean and
clean” firms in a number of industries previously dominated by large firms with
traditional ratios of overhead employees to workers. For example, the optimal
scale of plant size in the steel, meat packing, and aluminum industries has changed
toward smaller firms with smaller plants. The optimal scale of plant changes over
time as technology changes, and the military is certainly a place where significant
changes in technology occur. As weapon systems undergo significant changes,
manning requirements change, and these changes change the scale of the various

components of the military.

Many of the new smaller firms have a significantly smaller load of
overhead employees relative to workers. Alumax, Inc., the third largest basic
aluminum producer, is a case in point. Contrast the Alumax overhead structure
with, for example, that of Reynolds Aluminum, onc of its competitors. At its
corporate headquarters in Richmond, VA, Reynolds has some 2,000 employees, none

of whom make any aluminum products. Alumax, in contrast, has 8 employces at
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P o its headquarters, including secretaries. The Vice President of Alumax is also a
A g
vy, - plant manager.
Y . - .
-::: Have we, in the move to more sophisticated and specialized weaponry,
ph _—
,:::: outgrown the need for a large management base? Can we reduce significantly the
"W
7 size of the officer corps relative to the enlisted pool without giving up efficiency?
'_“A Or perhaps, as in the private sector, would such a move improve efficiency and
- Valg
o N
;". flexibility?
3
i:;; In the case of private industry there is a natural way that change occurs.
ANR)
) . . . .
p" Those firms that find new and better ways of doing things are more successful and
L)
R . .
[ are emulated by others. In this way the new supplants the old. There is no
'- equivalent to competitio. in the military establishment, except during conflict,
)
'
\{ where organizational structure gets its real test. Such conflicts, fortunately, do not
N
f! ! ki occur on a continuing basis. In the absence of competitive forces, how can the
+ G
.,,-" - military adapt to technology change? Certainly such adaptation must proceed more
Ny
o, o
: -.': slowly than in the case where a market test is continually being conducted. But
.
" such change must go on and examples from the private sector represent a
-‘ continuing source of ideas.
2
_,.: Question: Should the military reevaluate its management structure with the goal of
- optimizing the level of management overhead?
’r
&
= CONCLUSIONS
w,
h
j If the military is faced with significant reductions in its budget, how can it
PR
:'\‘ respond without a significant sacrifice in its mission readiness? The answer to this
0
l\'-1' question is not a simple one, but there are a number of areas, at least in the
3 .I
i .. . .
manpower arena, where existing work suggests changes might contribute to greater
t'.;
‘,:'o @" efficiency. Specifically, changes in the pay structure of the military offer the
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possibility of reducing the cost of any given level of mission readiness. Increasing
the level of skill pay differentiation will reduce the cost of maintaining the
existing manpower pool. In addition, changing the proportion of the manpower

pool that is entry level versus lateral entry offers additional benefits.

The possibility that the military could benefit by a thorough investigation
of the changing management structure in the private sector should be considered.
The new breed of lean companies is making inroads into the business world. These
firms have a management-to-worker ratio that is significantly lower than in
traditional private firms. Given the tremendous change in weapons technology and

the reduced enlisted manpower pool, perhaps the military is overmanaged.
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LIFE-CYCLE JOB CHOICE AND THE DEMAND AND SUPPLY

OF ENTRY LEVEL JOBS:

SOME EVIDENCE FROM

THE AIR FORCE
Arthur S. De Vany and Thomas R. Saving*

HE theory of occupational choice has

largely left the choice of job and duration of
employment in jobs unexplained. If agents plan a
length of stay on the job when they are em-
ployed, then turnover is determined when a new
hire is made. In the steady state, new hires re-
place losses from the employment pool, and
hence the demand for new employees reflects the
supply of employment duration as well as de-
mand behavior. The employer’s demand for a
stock of employees and the supplied duration of
employment determine the flow demand for new
hires. If flow supply and demand are in equilib-
num, the supply of werkers and their planned
duration of employment must support equality of
replacements and losses. An adequate theory of
the labor market must explain these stock/flow
relations and provide some basis for separating
demand and supply behavior.

In this paper we develop a model of this pro-
cess and estimate the model for the U.S. Air
Force enlisted personnel market. We begin with
a simple theory of the life-cycle job choice prob-
lem. This theory posits job sequences as the ob-
jects of choice and the optimal sequence deter-
mines the type of job chosen at each point in the
life cycle as well as the duration of employment
in each job. This simple theory of life-cycle sup-
ply is integrated into an inventory model of em-
ployment demand to achieve an equilibrium
model. The model is extended to consider the
complications introduced by stochastic supply

Received for publication September 15, 1980, Revision ac-
cepted for publication October 14, 1981.

* University of Houston and Texas A&M University., re-
spcctively.
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behavior and quality rationing by the employer.
The sources of bias in supply elasticity estimates
of conventional labor supply models are iden-
tified and discussed. Finally, the model is esti-

mated using data on Air Force enlisted person-
nel.

I. Life-Cycle Labor Supply

Assume that individuals rank bundles of con-
sumption and years in alternative jobs. Such an
individual may choose a corner solution, spend-
ing his entire working life in a given job. How-
ever, most individuals choose several jobs over a
lifetime, in particular, military enhstees choose
lifetime work patterns with positive quantities of
both military and civilian working time.

Assume that individuals make choices over
permanent consumption and lifetime non-work
time N. Let this relation be summarized by the
utility function®

U = U(g,N). )

Further, assume a total length of life T that is
known with certainty. Consider two alternate
jobs M, an entry level job which may provide
training for C, a skilled job. The time constraint
1S

T=N+M+C (2)

where M and C denote time spent in jobs M and
C, respectively.

For given earnings profiles in jobs M and C,
permanent consumption can be written as

q=mMM+ c(M,C)C (3)

where m(M) and ¢(M,C) are earnings scalars that
are functions of the rate of interest and the earn-

' Herein goods consumption is treated as a permanent con-
sumption stream. Any planned vanation could be accounted
for by expressing g as the present value of planned consump-
tion expenditures. This generalization does not affect the
analysis to foliow except to add to its complexity. In addition,
jobs are being treated as factors of production by individuals.

{ 457 ]

Reprinted, by permission of the publisher, from The Review of Economics anc_Statistica, Vol. LXIV, No. 8, August
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458 THE REVIEW OF ECONOMICS AND STATISTICS

ings profiles in jobs M and C.? The assumption
that m(-) is only a function of time spent in occu-
pation M is made because occupation M is being
treated as an entry level job. Further, we assume
that (3) has the following derivative restrictions:

my > 0;¢0 2 0;¢cc>0.

Increases in years spent in the entry level job
increase its multiplier since its stream of earnings
will be longer and because of learning by doing.
The skill job multiplier is related to years in the
entry level job because increased time in the
entry level job reduces the length of the skilled
earnings stream and delays its inception. As an
offset to this negative effect of increased time
spent in the entry level job, the skills acquired in
the entry level job may increase earnings in the
skilled job. If the skill effect is greater than the
time effect, then the derivative ¢, could be
greater than zero. The skill job multiplier,
¢c(M,C), is positively related to years in the
skilled job because of a longer earnings stream
and learning by doing.

For any given level of N, M and C must be
chosen so that permanent consumptioa is a max-
imum. Thus, we have

my+m+c,C—-—A=90
ccC+c—-—A=0. (4)

The vanable A is the Lagrangean multiplier asso-
ciated with constraint (2). These first-order con-
ditions must be satisfied by the optimal levels of
C and M given that both are positive. Alterna-
tively, inequalities will hold for solutions where
either M or C is zero. It is easily shown that
upward shifts in the eamings function for job M

? The present value of lifetime eamings PV is
o e
PV = L ermde + [ erewmdr
L

where ris the interest rate and m(r) and c(r) are, respectively,
wage rates in the entry level and skilled occupations. Perma-
nent consumption is

g=rPV/(l - ).

Using the mean value theorem of the integral calculus we can
write PV as

PV = iM + wC

where { is in the region bounded by the minimum and maxi-
mum of ¢~"m(r) and w is in the region bounded by the
minimum and maximum of e-"c(r,M). For fixed r and m(¢), i
depends only on M and w depends only on M and C. Thus, we
can write the preseat value of the income shown as (3).
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or C increase the desired duration of employment
in that respective job. Additionally, such in-
creases in the eamings function for job M or C
increase the number of individuals with positive
durations in job M or C, respectively.

H. A Simple Stochastic Inveatory Model of
Employment Demand and Supply

The inventory of employed personnel is de-
termined through demand and supply forces in
the two inter-connected markets we have
described—the supply of labor of a given quality
and the supply of employment duration, both of
which are given by the life-cycle job model. We
assume the demand for labor can be depicted as a
demand that a personnel inventory be main-
tained. The flow of new hires required to main-
tain this inventory depends on the turnover rate
per position, which is the inverse of the mean
length of stay, and the size of the desired inven-
tory.

The expected supply of entrants S, to job M
may be written as

S = S(m,c.8) (5)

where @ is the quality of entrant and the assumed
signs of the partial derivatives are noted above
the argument. These signs follow from the pre-
ceding discussion of the life-cycle job market and
we have assumed for expositional convenience
that earnings profiles in both M and C may be
summarnized by the scalars m, c.

The supplied duration of employment, D, to
job M is

D = D(m.c). (6)

We have assumed that duration is unaffected by
the quality of the manpower pool. As indicated in
the discussion of life-cycle job choice, an in-
crease in the job M wage increases duration in M
and an increase in the job C wage, for given
experience in M, reduces duration in M. Since
the eamings path in job C is dependent on time
spent in job M, the scalar ¢ in (6) must be evalu-
ated at some mean time spent in M.

The demand for new hires depends on the em-
ployment level to be maintained, E, and the
prebability that the representative employee will
leave the firm in any given unit interval. Asst ne
that the number of members leaving can be rep-
resented by a stationary stochastic process. Then
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S LIFE-CYCLE
%b the steady state expected number leaving, /, will
cqual the employment size, E, divided by the
mean duration of employment, D,

E

I = D (7)
This result follows from the fact that in the
steady state the distribution of personnel by de-
sired length of service will be identical for every
entering cohort. Thus, the probability that any
randomly drawn individual will leave the firm
during the next interval will be (1/D). Equation
(7) then reflects the fact that the expected num-
ber leaving the firm in a unit interval is simply the
probability of leaving times the number em-
ployed.

Equations (5), (6), and (7) represent the em-
ployment equations in the flow market. An
equilibnum Jevel of employment requires that
arrivals and departures be equal so that

E
S = D 8)

In a world of uncertainty, either employment will
do a random walk around its expected level or

ﬁ’ wages must be constantly adjusting to ensure
that (8) holds.

1II. Employment Variance and the Job Offer
Queue

Employment level constraints may be imposed
on the fim; for example, Congress imposes a
personnel force level on the military, or the firm
may wish to maintain employment close to some
level with high probability. One means of main-
taining the emplovment level in a small neigh-
borhood of a given level, F°, is to maintain a
replacement inventory of employees outside the
firm. When a random loss occurs, a new em-
ployee can be drawn from this ‘*outside’’ inven-
tory to replace the loss without waiting for the
next applicant to turn up. The larger this outside
inventory, the higher is the probability the em-
ployment level will be at its desired value at any
given future point in time. The firm cun increase
the line of waiting employees by paying higher
wages so that applicants are willing to wait. Al-
ternatively, applicants could be paid some fee for

\ waiting.
fﬁ\! This can be formalized by assuming that the

JOB CHOICE 459

probability an eligible individual will agree today
on a future employment date is a function of the
lead time, L, the entry level wages paid by the
firm and the wages in skill jobs,

P = P(Lm.yc) 9

where for simplicity, we assume that the proba-
bility of agreeing on future employment is inde-
pendent of quality. Average lead time can be
related to the expected wait of a simple queueing
process. Interpreted in this way, lead time is a
function of the expected arrivals of new hires and
the turmover rate. Since turnover is a function of
the size of the employment pool and the mean
duration of employment the expected lead time
can be written as?

L = L(m.E). (10)

Equation (10) determines the equilibrium ex-
pected lead time for given values of wages in job
M and levels of employment E. Increases in wage
m increase lead time since turnover falls and the
arrival rate of new hires rises. An increase in the
size of the manpower pool reduces expected lead
time since it increases total turnover and does
not affect the arrival rate of new hires.

Effective supply of qualified applicants, i.e.,
the arrival rate net of those repelled by the ex-
pected lead time, is

a = P(L,m,) §{(m,c,0). iy
The loss rate from the employment pool is
E
= —=_ 12
D(m,c) (12)

and the equilibrnium condition is

E

PS = m. (13)
If the exogenous vanables are taken to be wages
and employment, (10)-(13) yields solution values
for unknowns S, a, /, and 6.

Taking wages and the employment level as
fixed makes the employer a quality-taker, and
mean quality adjusts to the level that will support

3 If a Poisson queueing process without balking is assumed
then the expected lead time is
Le—_D
E(E - PSD)

which yiclds the signs of the derivatives assumed in (10). See,
¢.8., Gross and Harris (1974), chapter 4.
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equilibrium. The quality-taking system is con-
strained to the demand curve if quality can al-
ways adjust enough to make quantity supplied
equal to quantity demanded.

Consider the effect of a change in the entry
wage in this employment fixing, quality-taking
model. Differentiating the equilibrium condition
with respect to m gives

P( as + as 60)

am 8 am

+ S( oP 8P oL )
am ol om

= —(E/D?) —gg-. (14)

The terms on the left-hand side constitute da/am,
holding the employment level fixed, so this con-
dition is equivaient to

da aD

e (E/D?) e | (15)
If employers take the market-determined turn-
over rate as given, accessions move with the
turnover rate and thus depend on both replace-
ment demand and accession supply. Since
aD/am > 0, it follows that

da_ <0
am |¢

and accessions decrease with increases in the
wage when the employment pool is held con-
stant.

When wages rise quality must increase to sup-
port the lower equilibrium hiring flow necessary
to maintain the fixed employment level. This can

be shown by solving (14) for

E aD aP aL P as
—_ -t S|—— — ]+ P —
EY:) D* am (GL am " am) d am
am as
P26 (16}

Since the denominator is negative, this derivative
is positive if the quality-constant derivative of
net arrivals with respect to the wage is positive.
To identify the supply curve imagine an experi-
ment that allows the employment level to re-
spond to a change in relative wages. Since the
employment level fixes the position of the de-
mand curve for new hires, changes in employ-
ment shift demand and trace out the supply

1-16
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curve. Then fix lead time, L, and quality, 6, and
let E change with m. Differentiate the equilibrium
condition (13) with respect to m, fixing L and 6.

oP S
S — —_—
om + am |e.L
_1 8E | _ E aD
D am |o. DE am o (D

The term on the left is the constant lead time,
constant quality change in the accession rate

da

am les’

If the supply curve is upward sloping, this deriva-
tive will be positive. The first term on the right
hand side,

1 9FE

D ém

is the supply derivative we are looking for since it
is the derivative of the accession rate which
holds duration, D, constant as well as lead time
and quality. Denote this term as

da

am

’
o.L

oL.D

The last term on the right, we know frcm (15)
above, is

da

am

£
Using this notation and solving (17) for the
constant quality, lead time and duration deriva-
tive yields
da
am

da

o.L am

_ da

(18)
aL.D am

£

This equation has a natural interpretation: the
true supply derivative of accessions, which holds
quality and lead time constant must also remove
the effect that higher wages have on duration,
since changes in duration involve a demand re-
straint on the observed accession rate. The prop-
er estimate of the supply response to higher
wages is to estimate the change in accessions,
controlling for quality and {ead time, and then
adjust this estimate upward by

da

.

am s'

which is positive from (15).
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IV. Some Evidence for the Air Force Enlisted
Personnel Market

The military constitutes the largest single entry
level employer. To explain the rate at which in-
dividuals sign up for military service, we must
first estimate the lead time which accounts for
the difference between arrivals and enlistments,
From our theoretical discussion and the assump-
tion that the Congressionally mandated force
level is met, we have that enlistments are

a = P(L{(E,m),m,c)x(8,m,c,R) (19)

where L(-) is the lead time function, E is the
employment force level, m and ¢ are military and
civilian wages, and R is the size of the age cohort
that is relevant to the military recruiting pro-
cess.* For the model which assumes the Air
Force fixes the force level and wage, both the
expected wait, L, and quality, 8, are endogenous
variables. Accordingly, we follow a two-stage
procedure, first estimating the lead time and qual-
ity equations, and then using these estimated en-
dogenous variables in the final supply equation
estimation.

A. The Data

The data utilized for this study are from the Air
Force Systems Command, Air Force Human
Resources Laboratory, Computational Sciences
Division. The data include enlistments and man-
power inventories on a monthly basis. There are
two important dates associated with each enlist-
ment: “‘Total Active Federal Military Service
Date”” (TAFMSD, or service date) and ‘‘pay
date.’’ The latter refers to the date on which the
individual executes an enlistment contract, that
is, the date on which longevity begins accruing
for pay purposes. TAFMSD is the date on which
the enlistee actually commences active duty and
is placed on the payroll.

Two measures of accessions can be constructed
from the data: (1) the number of individuals
executing an enlistment contract by month and
(2) the number of individuals entering active duty
by month. The accessions that the theory de-

4 In addition, the military usually has minimum terms of
enlistment. In this case, individuals whose optimal M is less
than the minimum are faced with **all or nothing’* decisions.
Increases in the military wage increase the number of such
individuals for whom this decision is in favor of enlistment.

\ OOAOMD - ’ ~n - -
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scribes are the pay date accessions. That is, we
have constructed a theory that explains the deci-
ston o join the queue for military service. The
data that describe the number joining this queue
are the number of enlistees by pay date.

The difference between pay date and service
date is the wait. From the data two measures of
the expected wait can be calculated. First, over
all individuals entering the Air Force in a particu-
lar month, i.e., have a service date in that month,
we can calculate the average time they have
waited. Second, for all individuals signing up in a
particular month, i.e., have a pay date in that
month, we can calculate the average time they
waited until they were taken in. Thus, we have a
service date wait and a pay date wait.$

If the Air Force knows its manpower turnover
with certainty and conveys this information to
prospective enlistees, then the pay date wait is the
relevant expected wait. If, on the other hand, the
Air Force has no such information, but simply
gives prospective recruits the mean length of
wait for individuals entering the force that
month, then the service date wait is relevant.
Since those individuals in the Air Force who are
eligible to reenlist are required to give the Air
Force some indication concerning their reenlist-
ment plans, the Air Force does have good infor-
mation concerning openings for the next year.
Thus, it scems reasonable to assume that the pay
date wait is the best measure of the relevant
queue length for prospective enlistees.®

In addition to the mean wait, the fixed force

$ There are two separate components of the queue. First,
the set of individuals who are wailing to get into the Air
Force. These individuals entered the ““spot’ market but the
supply of jobs was not adequate to fill their demand. Second,
the set of individuals who want to enter the military at a
specified future date. These individuals are in the “futures’™
market. Qur theory is about the first of these but is consistent
with the existence of the second. That is, the probability of
joining the queue for a given wait could be reinterpreted as
the probability of getting an enlistment commitment at time
1 — L from an individual who wishes to enlist at time 1. The
same distinction exists in other markets, ¢.g., metals. Re-
ported lead times consist of two groups of customers, those
actually waiting and those who placed orders in advance
because of knowledge of the lead time.

¢ In effect we are assuming rational expectations on the
part of entering enlistees. As we have pointed out above
simply using the prior enlistees’ actual waiting time does not
utilize all the information a prospective enlistee has concern-
ing his expected wait. In fact, such enlisteces have the Air
Force's estimate of expected wait which accounts for the
expected departures.
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level model has quality as an endogenous vari-
able. We have measured the quality of the incom-
ing force by the ratio of enlistees in Armed
Forces Qualifications Test (AFQT) categories I
and II to enlistees in AFQT categories III and
above, where only those enlistees with less than
one year’s service are counted. Thus, this vari-
able is the ratio of high to low *‘quality’’ person-
nel as rated by the test scores in the less-than-
one-year manpower stock.

Our data ran from June 1969, through June
1976, so that some of the period was before the
draft ended. We have chosen to measure the
impact of conscription by using a continuous
variable rather than a discrete dummy varable.
We believe that the effect of conscription is bet-
ter captured by the probability of being drafted
than by the existence of a draft (see Fisher,
1969). We have collected data on the number of
inductees and computed the ratio of inductees to
the eligible population aged 16-19 years.

Data relating to the civilian labor force were
obtained from published and unpublished
sources of the Bureau of Labor Statistics (BLS).
It was assumed that the relevant group from
which potential enlistees are obtatned is the total

male, non-institutionalized population, ages 16 to
" 19 years, inclusive. No attempt has been made to
adjust this group to obtain an estimate of the
so-called **qualified military available.”’ For this
age-sex classification, monthly observations
were gathered on the following vanables: total
civilian labor force participants, total not in the
labor force, and total unemployed. In accordance
with BLS definitions, the total non-institution-
alized population of 16-19-year-old males is the
sum of those in the labor force and those not in
the labor force. The employment rate is, then,
unity minus the ratio of total unemployed to the
number in the labor force.

Civilian wages were measured as the average
weekly eamings of production or nonsupervisory
personnel on private nonagricultural payrolls.
These data were multiplied by four to obtain
monthly wage equivalents. However, no adjust-
ments were made to take account of variations in
the length of the work week. These monthly civil-
ian wage data were used to calculate the present
value of civilian wages for a four-year period
using a 10% discount rate.

The military wage variable was calculated by
taking the existing wage scale in any month and
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estimated time of promotion from data on the
distribution of pay grade by length of service for
1970. The projected four-year path of military
eamnings plus allowances for subsistence and
quarters was discounted using a 10% discount
rate.

Over the period covered by this study, the
enlisted force declined from a strength of almost
725,000 at the end of fiscal year 1969 to just over
480,000 by the close of fiscal year 1976. A force
level variable appears in the regressions: it is
measured by entering the end-of-fiscal-year
manpower ceilings established in the Con-
gressional budgeting process. As a measure of
recruiting effort, we have calculated the ratio of
Air Force recruiting personnel to all Department
of Defense (DOD) recruiting personnel.” Finally,
three seasonal dummy variables have been intro-

duced: the spring dummy (SP) has the value of 1 .

for the months of March, Apnl, and May; the
summer dummy (SU) equals 1 for June, July,
and August; and the autumn dummy (AU) has
the value 1 for September, October, and Novem-
ber. Table 1 summarizes the major points dis-
cussed in this section.

B. The Empirical Model

Our theory suggests that the fixed force level
model has two endogenous variables; the wait
and the quality of recruits. To account for the
endogeneity of these variables, we have esti-
mated the enlistment rate using two-stage least
squares.® In stage one, we estimate the expected
wait and quality using the following equations:

In PDW = f(In E, In WR, In EMP, In RECR,
In IDRTE, SP, SU, AU)

In AFQRAT = f(In E, In WR, In EMP,
In RECR, In IDRTE,SP, SU,
AU).

? No doubt the total level of DOD recruiting affects the
supply of recruits to DOD but we do not have a consistent
series for this vanable.

® The equation that identifies the wage parameter of supply
is

In ERATE = flin PDW, in AFQRAT, In E, In WR,

In EMP,In RECR, In IDRTE,SP,SU, AU).

However, wait and quality are both endogenous variables so
that OLS estimates of this supply equation would yield incon-
sistent estimates of the parameters.
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TABLE !.——VARIABLE DEFINITIONS

AFQRAT = first year AFQT 1 and 2/first year AFQT 3-6
E = end-of-fiscal-year manpower ceiling
EMP = 1 — unemployment rate
ERATE = enlistments by pay date/population 16-19
IDRTE = military inductions/population 16-19
PDW = mean wait for individuals with same pay date
RECR = Air Force recruiters/DOD recruiters
WR = military wages/civilian wages
SP = spring dummy
SU = summer dummy
AU = autumn dummy

For the second stage, we have taken the esti-
mated PDW and AFQRAT from the expected
wait and quality equations and estimated the fol-
lowing equation:®

In ERATE = f(In PDW, In AFQORAT, In WR,
In EMP, In IDRTE, SP, SU,
AU).

The results of the first stage regressions, and
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TABLE 2.—STAGE ONE ESTIMATES
OLS
In PDW In AFQRAT In ERATE
C 71.641* 22.039+ ~59.942+
(6.324) (3.427) (-5.922)
InE —5.089+ —1.497* 3.714*
(—6.474 (~3.356) (5.288)
In WR 3.938+ 0.525+ —0.509¢
(13.151) (3.091) (-1.903)
In EMP —1.105 0.583 —2.255*
(—-0.124) (1.214) (~2.985)
In RECR 0.982¢ 1.102* -1.711*
(—1.816) (3.589) (—3.542)
In IDRTE 0.020° 0.004 0.005
(2.066) (0.710) (0.527)
SP 0.197* -0.014 0.087
(3.313) (-0.401) (1.650)
SU -0.026 -0.053 0.175*
(—0.360) (-1.292) (2.695)
AU -0.09%6 -0.050 0.079
(-1.417) (-1.320) (1.319)
D-w 1.441 0.468 1.504
R 0.951 0.285 0.642

an enlistment rate equation estimated using ordi-
nary least squares, are presented in table 2 be-
low. In the lead time equation, the force level and
the relative wage are very significant and of the
expected sign. That is, an increase in the force
level reduces the queue. Moreover, this coeffi-
cient has a r-ratio of —6.474. The relative wage
variable is even more significant with a t-ratio
greater than 13.0 and its positive sign is consis-
tent with the theory. In addition, both the rela-
tive recruiting strength variable and the induction
variable have the expected sign and are sig-
nificant at better than the 10% and 5% levels,
respectively. In fact, only employment is not sig-
nificant in the waiting time equation. ‘
The quality regression has the expected signs
for force level, relative wages and relative recruit-
er strength and these are the only variables with
significant coefficients. The smallest ¢-ratio for
these significant variables is 3.091. As expected,
increases in the force level for given relative
wages force the Air Force to lower standards and
quality falls. Increases in relative wages allow
the Air Force to raise standards for a given force
level so that quality increases. An increase in the

* Note that this equation has the force level and the recruit-
er variables missing. The 2SLS estimation requires that at
least two exogenous variables be dropped in the second
stage. The fact that these variables do not appear does not
mean that they are not accounted for since their effects are

N
incorporated in the estimated endogenous variables, In PDW
and In AFQRAT.

Note: s-ratios arc in parentheses below the coefficients.
* Significant at better than the 1% level.
* Significant at better than the 5% level.
¢ Significant at better than the 10% level.

relative recruiter strength of the Air Force in-
creases the quality for a given force level and
relative wage. This latter result is consistent with
work done with Navy data where the marginal
product of recruiters was found to be greatest for
the AFQT I and II group.

We also show in table 2 the ordinary least
squares (OLS) estimates of the enlistment rate
by pay date equation with the same independent
variables used in the other equations. According
to this estimated equation, the force level
coefficient has the expected positive sign and is
very significant. That is, increases in the force
level increase turover which decreases the wait
and quality and accordingly increases the de-
manded enlistment rate. Relative wage has a
negative coefficient which is significant at the
10% level. As we have shown above in equation
(15), this coefficient is an estimate of the elastic-
ity of the fixed force level, variable quality de-
mand for new eanlistments if the Air Force is
assumed to take the market-determined tumover
rate as exogenous. The negative value of .the
wage coefficient supports the interpretation that
when the force level is fixed, observed acces-
sions are constrained to the demand curve and
rationing is by wait and quality.
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The employment variable causes both the de-
mand and supply curves to shift since it influ-
ences retention as well as enlistment supply. The
negative coefficient suggests that high employ-
ment reduces enlistment supply by more than it
increases losses from the force and, therefore,
fewer enlistments are taken. The nonsignificant
coefficient of employment in the quality regres-
sion suggests that the Air Force does not sig-
nificantly lower its standards during periods of
high employment. This adds some credence to
the theory of supply shift, but the matter is far
from resolved and it is too early to draw any
conclusions.

In table 3 we present two alternative two-stage
least squares (TSLS) estimates of the enlistment
rate: The first is the standard two-stage least
squares (2SLS) regression and the second is
based on Hatanaka's two-step method (HTS) for
the treatment of autocorrelation (see Hatanaka,
1976).19 Both estimates indicate clearly the effect
of the endogenous variables.!! The coefficient of
wait for both the 2SLS and HTS regressions are
negative and significant at better than the 10%
and 1% levels, respectively. The coefficient of
quality (AFQRAT) is also negative but is
significant only in the 2SLS equation. The
coefficient of relative wage is positive in both
equations and significant at better than the 10%
level in 2SLS and the 5% level in HTS. The
employment rate variable is significant at the
15% level in the 2SLS equation and is significant
at the 5% level in the HTS equation. The em-
ployment variable has the expected sign in both
equations according to our supply interpretation
of this equation. Finally, the induction rate van-
able 1s positive in both equations and significant
at the 15% level in the 2SLS equation.!'?

19 We also ran the two stage estimates using the method
suggested by Fair (1972). These estimates differed from the
Hatanaka estimates by less than 1%.

"' The force level variable has not been deflated by the
population of 16-19-year-olds. When we utilize (E/population
16-19) instead of E, the estimated wage elasticity is identical
to two places. In fact, all cocflicients in the second stage
results are within 1% of the reported values except for qual-
ity. The first stage results are qualitatively similar to those
reported but, as expected, the constant term and the
coefficient of force level are different although of the same
sign and level of significance.

' The results presented above are qualitatively robust
even in the face of the inclusion of a time trend. For example,
the HTS estimate of the wage clasticity with a time trend
included in both the first and second stages is 1.417 with a
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TABLE 3.—ENLISTMENT RATE REGRESSIONS
2SLS HTS

C —6.4820 —6.467*
(—18.990) (—20.634)
in PDW ~0.370¢ —0.458¢
(—1.916) (—3.509)

In AFQRAT —1.224¢ -0.025
(-1.778) (-0.075)
in WR 1.590° 1.411°
(1.879) (2.240)
In EMP . —1.5814 -1.601°
(—1.455) (-2.001)

In IDRTE 0.017¢ 0.008
(1.591) (0.845)
AY 0.144¢ 0.178*
(1.587) (2.650)
SU 0.100 0.141®
(1.096) (2.062)

AU -~0.018 0.003
(~0.227) (0.051)

Note: 1-ratios are in parentheses below the coefficients.
* Significant at better than the 1% level.

* Signtficant at better than the 5% level.

© Significant at better than the 10% level.

¢ Significant at better than the (5% level.

The really striking result is the turnaround in
the sign of the relative wage coefficient in the
enlistment equations from the OLS to the TSLS
estimates. In the OLS enlistment equation result,
the coefficient of relative wages is negative with
a -statistic of —2.616. As we have shown, this
coefficient is capturing retention and quality
changes as well as a change in wait. [n the TSLS
results, the coefficient of relative wages is posi-
tive with a t-statistic of 1.879 in the 2SLS version
and 2.240 in the HTS version. These results sup-
port the theory that the OLS enlistment rate
equation which includes the force level is essen-
tially a demand equation. The wait and quality
variables are endogenous to the system, and con-
trol of these vanables permits partial identifica-
tion of the enlistment supply curve.

V. Closing Remarks

The inventory model of the military manpower
market indicates that the quality and the length of
wait are important endogenous variables in a
world where the military fixes its pay and the size
of its force. The empirical results bear this out for
the Air Force. The estimates of the wait and

t-statistic of 1.543. The employment elasticity is —2.100 with
a 7-statistic of —2.295.
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quality equations show that our theory organizes
the data well.

The force level is an important variable in the
system, both theoretically and empirically. A
fixed force level, quality taking system is re-
strained to the demand curve, with the latter
largely reflecting retention experience or what
we have called the supply of duration. Regres-
sions of enlistments on the relative wage which
control for the force level give negative elas-
ticities because observed enlistments fall along
the demand curve.'? Equations which control for
wait and quality partially identify the enlistment
supply curve, but still underestimate true supply
because some demand restraint, due to retention
change, limits the estimated system response.'?
Our results indicate that the relative wage elastic-

'3 From (15) we have that for a constant force level

€am = “€pm-

Our estimate of the constant force level enlistment supply
elasticity is the wage coefficient in the OLS regression of the
enlistment rate if the Air Force is assumed to take the dura-
tion of employment as exogenously determined. This esti-
mate is —0.509. Interestingly, —€,. is an estimate of the
retention supply so retention elasticity is 0.509.

t4 See the discussion of equation (17).
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ity of enlistments at constant quality and wait is
about 1.41 even with the partial limitation im-
posed by demand. Removing the bias in the sup-
ply elasticity estimate by adjusting for the re-
duced demand for enlistments which results from
higher wages yields an estimate of the true sup-
ply elasticity of around 1.92.13
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'S From (18) we have that
€aml0.L.D = €01 — €,ule

where the first term on the right hand side is the two stage
estimate of the wage elasticity and the second term is the
negative of the OLS estimate of the wage elasticity of enlist-
ments.
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PANEL MEMBERS

Mr. Robert G. Ripston -- Chair
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L
;'\. FOSTERING INNOVATION: IMPLICATIONS FOR POLICY AND ORGANIZATION (: :.:-
L s’
L. THE ISSUES:
;,::
e o Managing both existing business and innovation concurrently
"
»‘
; o Recognizing the tendency of "the system" to stifle innovation by punishing
N failure
N
B o Determining how to implement the "good idcas" once they have been
R
M articulated
’3‘.‘ rticu
" 0 Determining how to encourage innovation from within the organization, how
;.'
::' to encourage innovation from all employees in all operations -- including the
i
% daily operations
!.n
. o Preventing the failure of innovation through bureaucratic sabotage, even if
Ay
:::: the innovation has top-level support
I
K} .. . . .o
AN 0 Determining how an innovator can be identified
N
st )
‘ o Deciding how to institutionalize innovation in the face of external scrutiny v
l..) LY
"-i o Evaluating whether the innovation worked/is working
e
!
K. - I1. RECOMMENDED ACTIONS:
Tt
‘_ o Massive participation at all levels, i.e., quality circles, task forces, study
)R.
b} teams, etc.
'y
)
) 0 Increased commitment to communication and training
, -- Needed to help people understand the nced for innovation
W
v . . . . .
T - Management has to be trained in how to be innovative as well as in
fl
)- . . . . .
:. how to encourage innovativeness in subordinates -- attitudes must be
* changed
. . : .
Y o] Modified human resource system functions such as selection, appraisal,
o development and reward to encourage innovation rather than conformity
o Minimize hierarchy; job descriptions that put fences around pcople should be
% . e
o, avoided e
B
)
Y
- 2-2
R ;
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@ -- Organization structure should be simplified and the number of levels

reduced

--- The private sector has streamlined organizations by not
replacing some levels, expanding jobs, making work more
challenging

o Validated appraisal process

--- Pcer and subordinate appraisals can be valid and useful and
have been utilized in the private sector

III. RECOMMENDED PRIVATE SECTOR/DEFENSE COOPERATIVE
UNDERTAKINGS:

0 Schedule meetings of key private and public sector human resources people to

maintain dialogue

o Develop extensive exchange programs between public sector and private
sector
o Use the outplacemeﬁt programs adopted by the private sector to help military
‘,‘ people make the transition to civilian life
* o Match peoples’ skills with companies’ requirements as they leave the military
o Invite top military human resources executives to the meetings of top private

sector executives

o Continue meetings such as this National Forum

1'-v.-v',

L
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FOSTERING INNOVATION: IMPLICATIONS FOR POLICY AND

ORGANIZATION

I assume that there is general agreement that innovation is important and
desirable. Therefore, I will not use scarce space to present reasons in favor
thereof. Suffice it to quote from Peter Drucker’s latest book, Innovation and
Entrepreneurship. "Today’s businesses, especially the large ones, simply will not
survive in this period of rapid change and innovation unless they acquire
entrepreneurial competence." I believe that it is only a matter of time before the

same could be said about any "large" organization, and not only in business.

When there is disagreement -- which happens on occasion -- the most
important reason seems to be definitional. What is innovation? Let me give you a
few slightly different ways to answer that question:

1. Innovation is the product of an experimenting nature, the willingness

to shoulder risk, an ingrained habit of listening, and vision about

real customer needs. (The Winning Performance, 1968)

2. Innovation is "ideas implemented profitably." (Arthur Young and
Company Innovation Management Group)

3. Innovation is a way of life: Not only new products or a new
technology, but also process innovations (new ways of making
something) and new marketing and distribution methods; financial
innovations; management innovations; structural or strategic
innovations; changing the basis of competition and the segmentation
or natural boundaries of industry. (Excerpts from a study by Arthur
D. Little, London)

I personally prefer "generous” definitions. However you may want to define

innovation, the same basic "laws” apply, the same "obstacles” are relevant, and the

same kind of "remedies” are applicable.

I will focus on the role of the individual and the team of individuals in

innovation. This is by no means to underestimate the importance of organizational
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and structural aspects. But when all is said and done, innovation involves people

4

.}

- N

and is highly dependent on people’s abilities. I venture the opinion that this fact D ::
has been underestimated for some time in favor of an exaggerated "rational” ;
4

engineering approach to innovation. ::
§.

,

'

This should also be considered as both positive and hopeful from a Human M
Resource point of view. It emphasizes human beings as the critical resource; it ;
offers opportunities for people’s growth in combination with business growth; and o
it indicates a strategic importance for Human Resource departments. It should '
even lead to more practical Human Resource applications in day-to-day ,‘:
V]

management in the future. Currently, with a few exceptions, there is either a lack a
Y

of understanding of Human Resource principles, or at best, only lip service is paid }
to them. -
¥

ENTREPRENEURIAL QUALITIES .':
e !

LT R

For an idea to become realized, applied, and utilized in practice, it must go ¥ b
through a process of experiments, trial and error, and failures. Risks have to be 'v-
*

taken and there is more or less (often more) heavy resistance. "By definition, N
innovation means breaking the rules and overturning the conventional wisdom. It
[l
is the opposite of imitation and ’business-as-usual.”" (The Winning Performance) '.F
e

Qualities such as dedication, passion, vision, courage, creativity, .

hat
perservance, and an action orientation are needed to get from idea to successful :
Nyt
implementation. All of these qualities are human qualities. They are the brand t
[Ny
N

marks of entrepreneurs. :
o
\
Not surprisingly, entreprencurs and entreprencurial qualities are considered ~
pivotal when venture capitalists evaluate new business opportunities. Some suggest ,
that between 65 and 90 percent of the outcome of a new venture depends on the Lo b
B ™

NI »

. :

A

~
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person(s) involved. So entrepreneurial behavior is key in the innovative process,
regardless of the level of innovation, whether sophisticated high-tech or a more
mundane innovative application in day-to-day practices. Entrepreneurism in

corporations is today’s big theme in management.
EXISTING BUSINESS vs INNOVATION MANAGEMENT

It is a fact that entrepreneurial behavior is in short supply. Very few
corporations/organizations can muster as much as théy need, but this is not
primarily caused by a lack of talent. The main reason for the shortcoming is that
corporations are organized and "programmed" for "existing business," not for
innovation. The "life style" in corporations is basically such that it stifles --
squeezes and suppresses -- entreprencurial attitudes and behavior, and

consequently, innovation.

The problem is not simply cultural, nor is it management’s attitude. It’s also
not that new opportunities which meet important criteria don’t exist. The problem
arises when the "market environment" dictates changes in the corporation to
stimulate innovation (however you define it). The management styles required in
the new situation are different from and often in conflict with traditional
management styles and employee attitudes. As long as this conflict exists, tradition
will win out because it is essential that you take good care of today’s business if

you want to have a future.
THE DIFFERENCE IS "SPIRIT"

What normally happens is that you establish new budgets for exploratory
business and marketing programs. You reorganize with corporate business
development organizations and establish new business units at division levels. You

implement idea-generating sessions, establish screening criteria, and form new

2-7
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venture teams. You even create new policies for incentives and rewards. Then g

E you sit back and wait for the 'new’ to emerge -- and very little happens. Q‘&,\} o
e o

This may be an exaggerated picture. It is true that some corporations are :

more successful than others; but the difference between success and failure is due .
: to differences in management styles and the attitudes/behavior of people who g
i make the ’new’ happen. There is an attitude that has saturated these successful :
i companies at almost every level in the organization. I am calling it "The : ;
.

‘[ Intraprencurial Attitude.” And it coexists with traditional management styles and el
techniques that are requirements for well-managed businesses. '.:‘:

Loty

e

Successful innovation on all levels is a question of new spirit -- ;":'

I entrepreneurial spirit. There is normally much in its way: The "wrong" behaviors, f;,
9 Co
; programmed into people (on all‘corporatc levels); the "wrong" attitudes, both with .'
\J

§ managers and employees; cumbersome organizational structures that support and ',
reinforce "un-¢ntreprencurial” behavior; excessive management layers that dilute L‘{,f &

E responsibility and suffocate individual energy and spirit; prohibitive policies that E:
R lead to red tape, bureaucracy, and disincentives to initiative and risk-taking. t"‘
" N
l 3
‘ Attitudes and behavior are pivotal. Cumbersome organizational structures, t
e A
E excessive management levels, and prohibitive policies and regulations can be i
overcome if the right attitudes and behaviors are there. Two companies that on ;.

the surface seem to have all the "right” things in place may differ widely; one has ‘

developed "the spirit” and the other has not. ]

-

PEOPLE’S PERCEPTIONS AND BEHAVIORS DETERMINE INNOVATION SUCCESS

—-—w

Successful innovation is very much a question of changing perceptions and

behavior. People in companies -- managers, supervisors, and employces alike --

must see that they have certain roles in carrying out the "existing” business and N
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very different roles in getting the "new" to happen in innovation. They must
understand the different rulecs and principles that apply to these opposite tasks.
They must train themselves to carry out thce roles that are nceded for more

successful innovation to happen.

It is a question, basically, of "reprogramming.” For vears and even decades,
pecople have been programmed in "operational” thinking, which is absolutely
nccessary and purposeful, but which has had a very disruptive side cffcét. The
attention of whole organizations has comc to focus on doing the same thing
cheaper, often blinding them to innovation opportunitics. "More of the same can

become too much of the same." (The Winning Performance)

The question often raised is: Should you start the reprogramming process
with a particular key group in the organization? My collcagues and I chose to
start with sclf-selected role models whom we called "intrapreneurs" (internal
cntreprencurs). These are the "doers," we argucd, and thcy will show the rest of
the organization innovative behavior, how to do ncw things, how to build new
businesses, and how to innovate. It worked fairly wcll, but not optimally (there
was a lot of unnccessary bloodshed and wasted encrgy), and we very soon focused
or simultancous "training"” of managers. Managers are enormously powerful as role
models; they are believed on the basis of their behavior, not on lip service. If they
do not allow space for innovation, if they penalize cntreprencurial behavior, they

can causc devastating effects on innovative efforts.

At times, the nced for "training" people and organizations (cducating and
facilitating change) in cntreprencurial behavior is questioned. Our basic
philosophy is:

1. Today’s corporations/organizations nced large numbers of individuals
and groups to test and implement "new things" -- to innovate.
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Fostering and managing/leading entrepreneurial people has therefore
become a primary role and concern for managers.

Entreprencurism can be “"taught” and so can entreprencurial
management; a key factor in innovation is gaining time, and
therefore gaining time is an excellent argument for purposeful
entrepreneurial training.

There are few things harder to change than attitudes and behavior.

Among the purposes for training managers to become "entrepreneurial

leaders" are to:

Heighten levels of awareness of the need for innovation and change;

Demonstrate a clear commitment to and direction for the innovative
effort;

Strengthen a "people orientation" as opposed to "ideas orientation™
(people with commitment are an untapped resource);

Handle conflict between managing existing business and managing
innovation;

"Live the innovation message" -- not just pay it lip service.

Among the purposes for training "intrapreneurs" are to:

Take "intelligent" risks;

Design experiments, utilizing mistakes and failures as learning tools;
Develop individual self-image and high tolerance for ambiguity;
Develop "doer" attitudes and peak performance capability;

Develop certain business skills and know-how.

SOME IMPLICATIONS FOR HUMAN RESOURCE DEVELOPMENT (HRD)

The implications for Human Resource Development (HRD) are (from a non-

Human Resource specialist’s view) far-reaching:

There will be an incrasing demand on personnel managers to
contribute to business results,

2-10
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Personnel administration will decrease in importance, and developing
human resource strategies (not least for innovation) will increase in
importance.

Human Resource departments will have to influence and manage
organizational "cultural change" for innovation on a basis compatible
with top management.

Human Resource departments will have to take much of the
responsibility for translating "innovation culture" -- changing
philosophy into action -- at operating levels.

Bricfly stated, therc is a dramatic focus on the role (already performed by

some outstanding Human Resource people) of instilling the need for innovation

throughout the organization, to encourage and train/tecach entrepreneurial attitudes

and behavior, and to set the needed example.
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ForeSight Institute "

The following is an "unstructured checklist” or "guidelines" for the creation
of a corporate environment that is conducive to innovation and to new business

development.

Reading through a number of articles* and adding a few of the "musts" that
t we have noticed in our own professional practice, we suddenly found oursclves
making a list of points that scem to be important to pay attention to if you want
to improve on/create an entreprencurial and innovative climate in your

organization.

You may also use this checklist to measure your own organization by using
a scale from 25 to 125, where 25 is low and 100 is excellent today. The 125 scorc

is there for you to indicate if, in the future, there will be a demand for cven -

»
greater excellence. -
Select 10 to 15 points from the total number of guidelines which you fcel
are representative of your organization’s prescnt environment.
This exercise will not give you any "right” answers, but it will certainly give
you an indication and, it is hoped, a number of good ideas about what to start
"doing" some:hing about.
The authors studied are: Brian Quinn, Modesto Maidique, and Donald Schon,
all well-known authorities and students of innovation and entreprencurism in
the United States. o
\~p>
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NNOVATION

In the majonity of companies, the issue is not whether
to innovate but what innovations to pursue and how
to manage innovation more effectively. This ques-
tionnaire will shed light on innovation management
within your own company. Its 44 statements provide
a tour of the innovation issues facing management
today. As you read them through and note down your
responses, they may well touch off new thoughts

about managing change through managing innovation.

r.;, .'1"‘;';'

What Is Innovation?

Innovation means different things to different peo-
ple. The chief executive officer may define it broadly,
as the strategic and profitable management of change.
To others, it means new product ideas, or new
manufacturing processes that lower delivered costs.
Still others think of innovation in terms of develop-
mental stages: idea, implementation, and diffusion
throughout the marketplace. The word may also
refer not just to innovations produced at one’s own

workplace but to innovations produced elsewhere
that can be adapted to the needs of the company or
business unit. Many executives have admintstrative
and organizational change uppermost in their minds;
they appreciate the need for innovative thinking and
implementation in every area, from human resources
-management to transportation. These are all kinds of
innovation—and all require special planning, imple-
mentation and control.

How to Use This Innovation
Management Needs Analysis®

Please respond to the 44 statements in the question-
naire by marking the appropnate box. YOUR RE-
SPONSE SHOULD BE BASED ONLY UPON
YOUR PERCEPTION OF YOUR OWN COMPANY/
BUSINESS UNIT. If you strongly agree with the
statement, check the first box; if you tend to agree,
check the second; if you tend to disagree, check the
third; if you strongly disagree, check the last box.

Copyright © 1985, Arthur Young and The Institute For Innovation

Reprinted by permission of Arthur Young and Company.

A ARTHUR YOUNG BETHE INSTITUTE

O FOR INNOVATION

A MEMBER OF ARTHUR YOUNG INTERNATIONAL
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The boxes are defined as follows: They are arranged in terms of the Six Sequential
Steps of Innovation Management, which we call

ASPIRE.®

AGREE I '[i:‘gl) 1 !%gl) DISAGREE Analysis
AGREE DISAGREE Stratggy
Planning
Each of the 44 statements highlights an aspect of Implementation, Motivation & Control
corporate innovation—current performance, goals, Review of Results
patterns of implementation, barners, culture, etc. Evaluation & Plan Modification

QUCStiOHS 8 It is widely acknowledged that successful innovation

often grows out of systematized market and user
research. However, systems for accomphshing ths
in our company have significant shortcommgs.

Analysis
1 In our firm, we tend to define innovation tradi-

tionaliy, 1.e., primarily in terms of new products, new ﬁlﬂ [I; l
Services, or new processes. ] N
9 In general, our major competition tends ta be more

A @ innovative than we are.
2 While we are proud of our success in innovation, we TA T™H M]

do not effectively analyze our innovation failures.

B] Strategy

. W
3 We could be more objective in assessing our 10 Due to our concern for short-term pertormance in '
strengths and weaknesses in relation to the skills and the last few years, innovation has receved a lower e
organizational structure needed to manage innova- priority.
tion successfully. . N - —
y W (o]
N W o n
- 11 We have only recently given higher pnionty to the
4 We have rcas()nab]y g()od managen'a, processes to developmcnl and management of mnovation.
foster innovation. On the other hand, our “culture” Dﬂ [I_l'q [Al-)—]
or chmate tends to discourage innovation. : - L
m @ 12 Our company business unit 1s not as successful as
-~ we wish it to be in innovation management beoause
5 At senior or middle management levels in our com- we do not g@ive top prinnty to this challenging task.
panvbusiness unit, there are barners to innovation D“ m [Il)] ['“' J
such as: fear of inadequate return on investment; : - - s
fear of putting ""(‘.SJOb in jeopardy; fear of project 13 As in most companies, senior management 1 ou
failure: foot-dragging: Not Invented Here (NIH). firm favors more innovation; our problem is to turn
t\i B;\) ‘1-‘)1 \ b talk about innovation into effective action.
6 Many of our managers are excessively risk-averse. [ﬂ L_'l] h'_’l E’.}
o 1Nee 3 aue 2 10 1 ‘ . . .
We "“;d lI” hl"d \;"lyskt() (kncouragc. train, and 14 While there exists a great deal of mformation on what
reward calculated nsk-takers. to do i order to mnovate more effectively, the chal-
[ f{] ITAI l D I lenge that we face is not what to do but how to dot.
sy W
, _ . : )
7 While we regularly discuss the need for more innova- @ {1 n n
s a 3 s § M ats ——— . I e
tion, we ’h"‘?'d be more pre.(‘lb'f m ()ur‘umov‘.mop ASPIRE Copynight - 1985, The Institute For Innovation ;':\“.
needs analysis and set specific innovation objectives o g
for each operating unit. *See Tivelve Requirements for Managing Innovation,” a publication
of Arthur Young and The Institute For Innovation (copies available
( A I on request). tm, The Institute For Innovation
2-22 2
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Do WP NI

15 When we analyze strategies for more effective

h innovation, we tend to view ourselves as a producer
of innovation, rather than also as a user of innovation
generated either outside the company or internally

by our associates.
[v]

16 We give importance to product/service/process inno-
vation, but we seldom emphasize innovation in ad-
ministrative and operational skills and activities
(human resources, tinance, transportation, distribu-

tion, etc.).
Rl

17 We tend to under-utilize or poorly coordinate the
Eight Avenues to product/service innovation (e,
tracitional R&D, umversity R&D, new product de-
velopment, intemal entrepreneurship/venturing,
venture capital, technology transfer, entrepreneunat
acquisitions, specialized joint ventures).®

AA TA LD
18 We tend not to use investments in internai or
external venture capital pools as valuable “windows-
on-the-world” of new technology, as a source of
tactical acquisitions, or for stimulus and leamning.

S
19 Our company does not behieve that stockholders are
better served in the long run by companies that
focus on the increasigly popular concept of “share-
holder value!” Rather, we apply traditional short-
term cnitena focused on quarterly performance.

L W [

Planning
20 While we have stressed stratege plannig for some
years, we do not have a separate, comprehensive,
and written strategy for corporate/business unit
Innovation management.
]

DT
—J -
In our company, there tend to be inadequate cross-
management relationships and communication
among the Eight Innovation Avenues (see Question
17 for the full hst of Avenues). For the most part,
these areas report to entirely different functions,
with hittle coordination of objectives.

I D

EV I (T R [

*Sec Innavation The Agenda tor Amercan Biestness. A Study of
Innovation Management Practices Across 300 S Campanies,
published 1n 1985 hy Arthur Young and The Institute For
Innovation Gavadable on request),

)

2

—

22 While we reguiarly review our overall organization
and compensation structures, we tend not to ask
ourselves how effectively our decisions in these
areas encourage and implement innovation.

A B B @

23 We place ourselves at a managenal disadvantage by
failing to distinguish clearly between needs (organi-
zation, culture, process) connected with the creation
of innovation versus needs at the implementation

stage of innovation.

24 In order to increase our rate of mnovation, we need
to begin to balance short-term earnings require-
ments with a longer-term strategic perspective.

© M M

]

Implementation, Motivation, and Control

25 Our greatest innovation need is not to develop sull
more ideas, products, processes, etc., but rather to
move good ideas more efficiently from the drawing
board to the marketplace. We tend to be weaker in
implementation than in generating innovative ideas.

Y B Y (T T

26 Our firm would innovate more effectively if we had
clear innovation guidelines, specific obectives, and
sharper focus on all of our innovation activities.

A W ® [

27 Inour line and staff units, we may have more
disincentives than incentives for innovation.

[ [,

28 To spur innovation, we must find wavs and means to
encourage prudent risk-taking.

4] R

29 Recently publicized ideas about creating an “entre-
preneunal” corporate environment are stimulating,
but [ doubt that we could move stgnificantly in that
direction.

D R R




30 We appreciate that two of the hallmarks of the
successful individual entrepreneur are flexibility and
perseverance in the face of adversity. However, a
large organization such as ours, with many decision-
makers and decision-influencers, is unlikely to man-
ifest these traits when an innovative project hits a

major obstacle or a succession of snags.

Y T T R

31 We are aware of data proving that inadequate market
research or customer needs analysis is the major
contributor to new product failure. We could be more

effective in this area.

(] )
32 While we have established sound programs for man-
agement training and development, we do hittle
training in innovation management, entrepreneurial
leadership, etc.

33 Effective innovation management requires close co-
ordination among senior management, manufactur-
ing, engineering. operations. R&D, finance, and

marketing.

34 Senior management should devote more time to
innovation strategy and overall innovation manage-

ment
)

35 Over a typical period of 3 or 4 years, we experience
significant changes in senior management. For this
reason among others, it is not easy for us to provide
continuity of management interest and commitment
to specific nnovative projects that may take 3to 7

years or more to mature.
[ [ [

D an . agl g . o o

Review of Results
A 36 The measurement and monitoring of innovation
often seems an abstract task unsuited to our stan-
dard miethods of inancial and performance review,

E R R 7

2-24

37 Measurement of creativity in its early stages 1s (}:.
. . . . '
virtually impossible for us. oY

[12] [v]
38 We would innovate more effectively if we could work

out a better, more accurate system for tracking
innovation performance on specific projects.

[ o]

39 In our firm, product innovations generally tike 310 7
vears to move from drawing board to profit center.
while service innovations generally require 1to 3
vears. During these lengthy incubation periods, we
need to tind additional wavs to track and understand
progress or delavs ina svstematic, effective, and
objective manner.

Eﬂ I

]

Evaluation and Plan Modification

40 We have a variety of financial tests (ROL ROE,

ROA, IRR, DCE and others) that we apply in
evaluating alternative capital investments, including
Innovation projects.

B wWoon W

41 We generally use the same inancial an. s systems

to'evaluate both innovative and traditional proposals

and projects.
0]

42 When an innovative project fails, its “champion” 1s

more than likely to be penahized sooner or later in
terms of promotion and compensation.

(4] DR

o

43 Continuity of management commutment could be

improved in our company business umt by regular
project reviews utiizing proven innovation tracking
systems.

o f
B W

F

44 Since mnovation case hastones pont to a group of

recurrent success fatlure factors™, our company
business unit should evatuate itself on those factors,

B Bl

*For turther information on the Twenty Five Success Falure Fac

.
LU

tors.” see Innovation: The Next Bave, [ssue No 5. a newsletter "
published by Arthur Young and The Institute For Innovation -‘.\:\.
.
(available on request) e
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Computing and Interpreting
Your Score

To get your innovation score, add together the
total of “agrees’” and “tend to agrees’” only,
and match that score with the evaluations below.
Higher scores identify companies that need to
strengthen their innovation management; lower
scores mdicate companies with substantial skills.

Evaluations

Score of
35to 44

A large number of companies fall into
this group. Charactenistically, these
companies may be committed to inno-
vation but strongly lacking in the organ-
1zation, culture, and process necessary
for effective innovation management.

Score of
261034

The majonity of U.S. companies fall into
this group. These companies want to
be more nnovative but need to modify
systems, processes, or behaviors in
key areas to reach their full innovation
potential.

Score of
11 to 25

This interesting group of companies
usually has given prionty to innovation
management for years. Typically, they
have achieved mnovation successes of
significant magnitude. However, to
reach their ambitious innovation goals,
they need to modify their innovation
organization, culture, or process in
some Major respect.

Score of
10 or less

A very small number of U.S. com-
panies fall nto this exclusive group.
They tend to manage innovation effi-
ciently and will remain successful if
they continue to be both flexible and
consistent.

Why Not Obtain Your Associates’
Views?

We would be happy to furnish additional copies of this
document so that you can obtain and compare the
views of colleagues. If your company is like many

2-25
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others, you will find significant and revealing dif-
ferences of view both within and across corporate
functions.

How to Compare Your
Evaluation, Confidentially, with
Those of Other U.S. Companies

If vou are curious to know how vour score compares
with those of other companies in your industry and
across the country—or if you wish further interpreta-
tion—forward to us a copy of vour INNOVATION
MANAGEMENT NEEDS ANALYSIS. A senior in-
novation management consultant will review 1t and
reply with a brief, confidential analysis of its implica-
tions.

We will also be happy to discuss any other points
of interest and answer your questions. Write or call:

Cesar L. Pereira, Partner
Arthur Young

William K. Foster, President
The Institute For Innovation
Gustaf Delin, President
The ForeSight Group

at

Arthur Young

277 Park Avenue

New York, NY 10172

(212) 407-3400
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AT PANEL 3 TOPIC: HUMAN RESOURCES CHALLENGES OF THE 1990°’S

PANEL MEMBERS

Mr. Sam H. Pruett, -- Chair Lt. General E. A. Chavarrie, USAF
Vice President for Personnel Deputy Assistant Secretary of Defense
The Proctor & Gamble Company (Military Manpower and Personnel Policy)

Office of the Assistant Secretary of Defense
(Force Management and Personnel)

Dr. Walter A. Hahn

Futurist in Residence Major General James B. Davis
School of Government and Commander
Business Administration Air Force Military Personnel Center

George Washington University

Ms. Dorothy M. Meletzke

Mr. Hal Janssen Acting Director, Office of Civilian Personnel
i Vice President, Human Resources, Management
(5 ' Planning, Development & Staffing Department of the Navy
pe Northrop Corporation

Major General William G. O'Leksy
Mr. Marvin E. Jones Director of Military Personnel Management
Vice President, Personnel Relations Headquarters, United States Army
Westinghouse Electric Corporation

~ The Honorable Delbert L. Spurlock, Jr.
- Mr. Robert D. McBride Assistant Secretary of the Army
b~ President and Chief Operating (Manpower and Reserve Affairs)
L. Officer Office of the Secretary of the Army
3 National Steel Corporation

-
L. Dr. Lewis M. Rambo

oo Vice President of Personnel

-::: Arthur D. Little, Inc.
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‘it Captain Bruce Colletti -- Recorder

Z;: Analysis Division

' Headquarters, United States Air Force
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HUMAN RESOURCES CHALLENGES OF THE 1990°’S
I. THE ISSUES:
0 Using human resources effectively is the biggest challenge
:_‘ -- Individual desires must play important role in utilization

-- Private and public sector demands must be met
0 Accept change
-- Rapid socictal and scicntific changes will cause frequent
career switches
-- View retraining in a ncw light

--- A rceward (and not a threat) occurring throughout a
lifctime

--- A natural (culturally approved), carcer-broadening step

£
leading to expansion of knowledge . -
o Accept worker displacement as natural part of carcer cycle
-- Rapid obsolescence of technology will continue
-- Substitution of existing mcthods by new preferred ones
-- Even top cchclon members will face cducation expansion if
they arc to be retained
-- Changcs in technology carry human price tags .
»
1. RECOMMENDED ACTIONS: ;3
’I
o Assess implication of increased rctircment fund portability and :::
'-I
pension funding as a way to increasc worker mobility. N
o Consider the potential of a National Educational Trust (NET) funded -
along the lincs of Social Sccurity. ::
-- For workers forced to change jobs, who nced assistance to .
a5 R
retrain, deposit money in the NET o 0
N
o
N
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N - In government, study impacts of current and proposed legislative
ﬁ:‘ actions
.e- though some analysis is done, there exists a structural
analytical vacuum

11, RECOMMENDED PRIVATE SECTOR/DEFENSE COOPERATIVE

UNDERTAKINGS:

o Use "Networking by Rolodex"
ve Personal contact in the informal setting best promotes strategic

management aims
o] Improve and expand existing databases containing job skill information for
more cffective training and placement of skilled workers
- Industry and Defense require many of the same types of skill and can

complement one another

o Encourage overt and c¢thical contact between private sector and Defense
N . Dispel suspicions of backroom "wheeling and dealing”
ﬁ' o Reduce poticy and regulatory restrictions (e.g., hiring of former military and
civilian members)
- Adversarial atmosphere exists, engendered by constant and painful
audits
A
DA
3-3

RN - . o - | e N e e T T PR T IR T A
N N e A e N N e e e e AN i e e e e e laa

o
AR

-
»,

WV L YA

P

gl 0 I i

A

VN



- 2l A Al Rt A A8 AR AR oid el A - r}
"."‘ . v .. -. ..A . ‘.. . . . _ -A .' A,h- -- .' ." = + r LS -~ A [y B . ®

B«
J‘~
)
!
fag'
Y ::
y (]
G Y
- o G
ISSUE PAPER 3
.'
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IN THE 1990S ]

Let’s be clear in using the modern term "human resources” that we are really .f

talking about pegple -- beings like ourselves with hopes and fears, strengths and l

.

weaknesses, and whole lives, one aspect of which includes work. We should also .

™~
note that in parallel with "challenges” we are concerned with opportunities. The N

>

nineties will present problems and unknowns, but they also will present positive

-
-

options. None of us can predict exactly what the nineties will be like, but trends

and forces currently in motion can give us ever clear views of unfolding

alternatives. Nor do we have to wait for fate to overwhelm us. At least in part,

we can shape our future and prepare for (or attempt to avoid) those situations

beyond our control. Since 1990 is less than four years away, our close-in options

‘:‘ are already tightly constrained. But we have a decade of leverage to influence and
h prepare for the late nineties. And that is the period when we can do the most to

deal with the next millennium.

AT Ty “1"."/'.‘#',;1. -f‘ff?.-’-’ N

In contrast to the more functional, specific topics in the other nine panels,

our focus is broad, long range and more externally oriented. This paper, therefore, :_.
W
*
starts with an overview of the coming decade plus. It then focuses on the X

environments in which human resources (people) will work with particular
emphasis on those within public and private defense related activities. It lastly

zooms in on the people themselves as leaders, managers, professionals and other

workers. -
W
o~
-
2
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SOME ASSUMPTIONS

As stated above, we cannot predict what the future will be, but we have
many ideas as to some of the alternatives that are both possible and likely. A first
step in exercising foresight is to set aside those situations which we cannot
influence or which are so overwhelming as to thrcaten anything resembling normal
operations of the Defense establishment. Nuclear war and winter, perhaps even a
general conventional war, a pandemic, uncontrolled global terrorism (big stuff like
nuclear blackmail), economic collapse, a major natural disaster or climate shift and
similar doomsday scenarios are left for special contingency, or even "survival”
planning. So are dramatic positive events such as a new U. S. constitution, "real"

global peace, a united North American nation of the U. S, Canada, Mexico, and ...

Implicit in our futures thinking are a set of assumptions common to all
foreseeable alternatives impacting Defense and to where Defense can shape its own

direction. We assume that:

o] there will be (relative) world peace.

o} free, democratic constitutional government and the rule of law (in
the West will continue.

0 the global population will grow for at least two decades (reaching
perhaps 6.5 billion by 2000).

(o] global interdependence of all nations and peoples will increase --
economically, environmentally, and for food, energy, materials and
mutual defense -- and the "Pacific Rim" will emerge as the focus of
action.

o market and non-market economies will compete in the global
marketplace amidst constant political change in both the rules and
power balances.

o the decade will be an information era, building on the earlier

industrial and agricultural bases (the social and psychological eras
will follow in the next century or two).

3-6
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0 industry, individual entrepreneurial, government, academic and
voluntary sector roles will ever more strongly overlap and
intermingle.

0 values and lifestyles will continue to change with increasing
emphasis on the rights (and maybe the responsibilities) of
individuals.

o surprises will occur; from chance events, the acts of key individuals,

and from technology.
THE NINETIES AND BEYOND

It is popular in futures speculation to draft several parallel scenarios -- an
array of logically consistent "stories" based on varying assumptions. Often a trio
with names like "more of the same," "optimistic,” and "pessimistic” is chosen. More
expressive language is used in sets like "tomorrow as today with fewer (or more)
problems,” "the technological fix,” "lower energy/higher labor intensiveness,"
*authoritarian solutions,” or "the emerging transformation." Examination of
literally hundreds of these scenarios has provided us with considerable insight, a
wide range of alternatives, some amusement, and occasional anxiety. Many authors
and institutions feel strongly that selected scenarios (usually their own) are
descriptive of the most likely future. For example, the late Herman Kahn and
Julian Simon see science, technology and the human mind and spirit as carrying us
forward to a bigger and better extension of the present. Alvin Toffler of Future
Shock fame sees the "demassification” of information and the union of producer
and consumer ("prosumer”) as key ¢lements in a more "participatory democracy."
The Global One Hundred, a self selected group of business and banking leaders
from around the world, issued a report in 1983 entitled Toward an Unlimited
Euture, followed by a "Call to Action." These leaders feel that global society can
cure its present ills and create a sustainable and equitable life for all mankind -- if
only we can change certain attitudes and conditions that favor "free enterprise.”

*Governor Doomsday" Richard Lamm of Colorado in his readable book

3-7
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Megatraumas paints some dire pictures of U.S. futures if we continue business-as-
usual. But through intelligent planning and prudent action, Lamm shows how we
might avoid the projected disasters. Over a decade of reports of the Club of Rome
make similar points at the global level. We must act now, if we are to deal with
"Le Global Problematique." This is that set of huge, interrelated problems, all of
which must be dealt with together if humankind are to survive on earth., The
problems include: population, food, water, environmental pollution, energy,
materials, the global economy, technology and not least, peacekeeping. Brain-mind
researcher Marilyn Ferguson (Aguarian Conspiracy) suggests we arc already in a
major "personal and social transformation" of ideas and values nationally and
globally shared through "networking." Successful author John Naisbitt
(Megatrends) supplies us both with hope, common sense observations on current

trends, and enriches our vocabulary with terms like "hi-tech hi-touch." He and

others like forecaster Marvin Cetron (Encounters With The Future) and sociologist

Amatai Etzioni in his An Imm Agenda; Rebuilding America Befor -3
Twenty-First Century, give us a steady supply of new analyses, syntheses, ;E
projections, and hope and despair exhortations. ‘::J
e

With respect to management, both general and of human resources, :E\
scholarly, popular and speculative books, articles, seminars, tapes, and more ";
v

recently tee-shirts and bumper stickers abound. Arcane phrases like "skunk works," "‘
s

| "MBWA" (management by walking around), "networking" and "participative” are \_
s

fashionable with the in-groups. Titles like Vanguard Management, Leaders, the E'
o

Knowledge Executive, the M-Form Socicty, the One-Minute Manager, the New
Achievers, Super Managing and dozens more, compete for buyers and attention.

A variety of core ideas is embedded in all of this (mostly) constructive

ferment. Leaders are hard to find, governance is hard to perform, and
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management is hard to change. But it is beginning to change and must change for
the future. Hierarchical and bureaucratic structures are getting flatter, more
human, more flexible, and more open; and it is likely that these trends will
continue. The ever increasing numbers, complexity, change of pace, etc. of
institutions in all sectors highlight the need for leaders, managers and skilled and
knowledgeable workers. It is no longer sufficient (if it ever was) to learn to
perform those functions in school. Continuous learning and re-learning must be an
integral part of all jobs. Learning to cope only with today may be both
inapplicable and counter-productive to performing in future environments.
Learning how to exercise foresight is essential. We will all have to take larger
risks, and maybe we can change ourselves to view risktaking as learning
experiences, not just as failures or successes. Most futurists argue that we must

become a "learning society” if even the present quality of life is to be preserved.
EXTERNAL CHALLENGES AND OPPORTUNITIES

No one needs a futurist to realize that competition for funds will be a
(maybe the) major factor in Defense management. Defense must compete with
other domestic and even global demands, and internal mission and functional
demands will similarly be in constant conflict. The processes and health of the
global economy can exacerbate or ease the domestic setting, as will resolution of
the potentially explosive developing-nation debt issue. General geopolitical unrest
and shifts and the intractable terrorism movement will create new and varying
demands. A growing cascade of environmental issues will impact simultaneously at
macro and micro levels: the Greenhouse/CO, effect, acid rain, nuclear and toxic
waste disposal, on down to indoor home and office pollution and personal noise.
There are no signs of any reversal in the shift of governmental functions from

Federal to regional, state and local levels, and we know little about the impacts of

39
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this on defense. There are almost no predictions of a reversal of the conservative
p
trend in politics regardless of which party or individuals are elected. We still YN
haven't agreed on a name for the "telematics” or "compunications" (computers and
communications) revolution. We do know we are well into it but are unsure of its
direction, magnitude and effects. The same is true for the "steel collar" robot
worker -- he/she/it is here, but what does it mean? Many of the new technology
thrusts in materials, bio-technology, transportation, energy, housing, ¢tc. must be
tracked for unanticipated consequences. Health, medicine and the so-called
"consciousness technologies” (meditation, bio-feedback, hypnotism, psychedelic
chemicals, etc.) must be watched more closely, both with respect to the workforces

and on performance of the management function.
DEFENSE SYSTEM CHALLENGES AND OPPORTUNITIES

It will most likely take all of the nineties to deal with an overriding issue
of today -- morale of and respect for public workers and their institutions., The ' '
civil servants are at the bottom of this pile, feeling underpaid, underappreciated,
overinspected and, most recently, not trusted. Especially at the senior executive
level, they see the Civil Service Reform Act as a failure. Would-be presidents and
members of Congress win office in campaigns including anti-bureaucracy planks.
Waste, fraud and abuse are small in amount but large in the rhetoric of where and
how much money should be spent. The official and off-duty behavior of some
politicians has weakened public respect and trust in public officials in all three

branches of government. The public and business openly wonder if their

government is telling both the truth and the whole story. Government is concerned
about the cthics of its suppliers of goods and services while the public worries
about those employees shuttling back and forth betwcen the two sectors. Except

for the anti-nuclear movement and large but sincere differences over spending

Yy
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:-;; levels, there is no "anti-defense" trend. College reserve officer units are again
» »
™
pr

flourishing, campus researchers seck defense R and D money, and to an increasing
degree, patriotism is in. In business the trend is toward decentralization, "M-Form"
organizations, even "intraprencurship”, but all that is hard to do in Defense. Some
researchers tell us we may have reached the theoretical limits of managing
complex, long duration, large-scale technological projects. Recent performance in
energy, space and some weapons systems projects has done little to suggest that

they may be wrong.
PEOPLE CHALLENGES AND OPPORTUNITIES

The changing demographics of the workforce will being about major

changes in human resource management. The 60 million aging pre-World War II

group at on¢ end and the 30 million baby-boom echo cohort (aka "the computer

i. babies") at the other will squeeze the 80 million "TV babies” of the fifties and

sixties who are the heart of the current workforce. Balancing the differing

'-, L] ', ".‘ '.." .-._ EIY?:,\’, .,‘,’

",

generational sets of values will present managers (mostly in the two older groups

o

themselves) with many new issues. In contrast to long careers or job ladders,

o,

o
Ly

managers will have to deal with "flow-through" people and do it in an atmosphere

"- ..l "l

o

of cut-back management and rapidly changing technology. Maybe advances in

.'

expert systems will help. Defense organizations will find their already complex

mix of political, civilian career, military career, and wage-rate employees further

expanded by an increasing "quasi-public” contract group resulting from continuing

privatization. Defense’s special personnel issues of secrecy and multiple loyalties

T ——— ————

(national, civilian-military, and service or command-function) will most likely

intensify.

The nineties will be interesting times for Defense human resources

managers.
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“' Edlth Wlef' and Amold Brown

Should robots pay taxes? Can Africa be saved?
Do people have a right to quiet? These could be
among the major issues of the 1990s.

any of the issues
that dominate busi-
ness, government,
and even individ-
uval planning in

singie most 1mportant economic
factor by the end of the twentieth
century. Recent political develop- , L
ments there—if not reversed in the S e
next few years—could unleash a

the 1980s will contine to do so
through the 1990s. Certainly the
major econormnic ones will—deficits,
currency fluctuations, free trade
vs. protectionism, tax reform, job
creation, commodity prices, unem-
ployment, etc.

So, too, will many of today’s
pressing social, political, and tech-
nological issues—discrimination,
unrest and conflict in the Middle
East and Central America, acid
rain, groundwater pollution, dis-
placement of people by machines,
nuclear weapons and nuclear

burst of new economic energy. The
results, in terms of industrial might
and purchasing power, could be
spectacular.

M Controlling health-care costs.
The driving force here is the aging
of the population and the fact that
older people use more health-care
resources and use them more ex-
pensively. Nearly one-third of all
Medicare expenses are incurred by
patients in their last year of life.
With health-care costs now
equaling over 11% of the U.S. gross

\

.
v ¢

national product and with ever

more costly health-care tech-

nology, the growth of this problem

is accelerating. There are already

open discussions of triage—rationing .
health care. Older people, who see - T

13 TS

£ thi$ as a direct threat to them, will :.'3 SRR L L

. I.power, drugs,’ educahon, crime,
" etc.
Although people try to categorize
.issues by decades and decades by
1ssues, reality does not really allow
s to do so.;The’ ' major, msues or the
2 1980s: il pi , 3
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s nP éf,f‘irk X *;djiss\‘i'éé;“,% fightthis approach fiercely. Who - e e st -
S /8 at«“wfé{".‘é'ée'- an will™* gets. ana who:pays for he thcare Taomtahetsin g N
: 5 G WNO.pay: . ~
' o3 'loséom in; the19¢ and’ﬂounsh‘ seems hke‘ly to be one of the more . rtme, Mo e
“awell into the next century w.. . contentious issues of the 19903 . ; S L o>
J o 4 What, then, are the issues now. - - B e TN
e ) " emerging that seem likely to domi- Campus unrest. Campus . ac- - e ; ',
g L " nate thinking, planning, and deci- tivism is re-emerging in the United . .. .-
: sion-making in the United States States with protests against invest-
and elsewhere during the next Jec- ments in U.S. companies doing
, ~ade? Here, in no particular order, business in South Africa. We are
" " are a few revealed by intensive 2also seeing the wildfire nature of
scanning of the media and other Such pretests, leaping from cam-
-F, sources. pus to campus. The movement
At‘u:",- should be in full swing by the
- ‘ BChina as a world economic force.  1990s, when a new, larger group

As a market and as a marketer,
- China may well be the world’s
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of teenagers will inundate cam-
puses. '
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MBirth defects. This will be the en-
vironmental and occupational health
and safety issue of the 1990s. There
are several reasons for this, most
of which have to do with the baby
boomers.

In large numbers, baby-boom
women are reaching their 30s and
are having children. Baby boomers
are not inclined to passivity; they
are often skeptical and litigious,
and they will fight against per-
ceived threats to their offspring.
They are much more aware than
their predecessors of the effects of
pollution, hazardous substances in
the workplace, and electromagnetic
radiation, all of which are linked to
birth defects. (Note that obstetri-
cians run the highest risk of being
sued for malpractice.)

W Saving Africa. The African con-
tinent becomes more an object of
despair with every passing day.
Famine, desertification, unending
population growth, deteriorating
infrastructures, almost unimagin-
able corruption and inefficiency—
the list of symptoms reads like an
Old Testament visitation of plagues.
And things are going to get worse,
Improvements in agriculture

elsewhere in the world and rapid

development of substitute com-
modities and minerals will di-
minish markets for African ex-
ports. Population will continue to
grow. The ability of African coun-
tries to feed their own people will
continue to decline, and the desert
will continue its seemingly un-
stoppable march across the conti-
nent. Can or will the rest of the
world cooperate to slow or reverse
the slide to destruction?

B Distribution of wealth created
by machines. As robots and com-
puters do more and more work,
displacing people in the process,
society must come to grips with the
matter of the wealth these machines
create. In Sweden, employers pay
the same taxes for robots that they

10 THE FUTURIST, March-April 1986
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do for people employed. In Japan,
some companies pay union dues
for robots. But these are merely ac-
tions, not answers.

B Individual lifestyle excesses vs.
community rights. This is not a re-
turn to either prohibition or Victo-
rian morality. The new moralists
and their largely grass roots organi-
zations are saying, in effect, “If you
choose to smoke or drink, that's
your right; but the community has
an equal right to be protected, and
you will be held responsible for the
consequences of your actions.”
Similarly, the emerging battle-
ground in employee benefits and
health insurance could well be
whether the community, the em-
ployer, or other employees should
bear the cost of the results of indi-

WORALD BANK
Women use ancient methods to grind millet
in Niger. The desperate problems of famine
and poverty facing African nations will
continue into the 1990s, with few solutions

viduals’ lifestyle excesses. seen.
B
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LONDON PICTURES SERVICE
Blind student uses computer terminal specially designed for the blind or partially sighted.
Computers will increasingly affect both how subjects are taught and how students learn.
BLand use. The “ecology ethic” and even though agricultural tech-
has given us the view of Spaceship nology promises abundance, there
Earth, a finite planet with perceiv- are still moral questions about what
able (and perhaps already reached) land is used for. In the United
limits. One limited resource is States, for example, questions are -,
land, particularly arable land. Even raised about growing tobacco in- NoA
though food distribution is much stead of food, particularly because vt

more a problem than food supply, tobaccu is seen as a harmful prod-

AL

&

£SO AN

EPI AN

S -

o
‘Y

e,
. s

P

A

PACR
]

VR

L4

Lk

P X i

P P4l A
(‘-\'-'J 7

A et NSRS A, el s, P RS I L T AT AT AT R AT ATt MG R DI
2 e e S e T R e e e e e




V¥ he’ g 0n

T v v e s NN

Y Y VW

LI Pl o o g

-_—TTT Y v Y v

M

“It may be that, in the next decade, information
protectionism will replace product protectionism.”

LONDON PICTURES SERVICE

Video scan is used to observe and record the formation and weight of a baby in its mother's
womb. The study and prevention of birth defects will be the environmental and occupational
health and safety issue of the 1990s, say the authors.

uct. In Africa, too much land is
used to grow export crops instead
of food for inhabi:ants.

W The role of foreign capital in the
United States. Foreign money has
been pouring into the United States
at an unprecedented rate. While
this is flattering testimony to the
nation’s economic strength and
political stability, there are con-
cerns about the extent to which
foreigners own U.S. companies, real
estate, and farmland and the man-
ner in which this control will be
exercised.

BRegulation of information trans-
fer. More and more of the world’s
transactions will involve informa-
tion rather than goods and com-
modities, and more and more inter-
national commerce will entail the
transmission of information. Gov-
ernments are increasingly aware
that control of information means
preservation of power-—both polit-
ical and economic. As a result, per-
ceived national interests dominate
transborder information flows. It
may be that, in the next decade,
information protectionism will re-
place product protectionism.

Malpractice, today’s boon for
lawyers and bane for other profes-
sionals, may be replaced by infor-
mation litigation in the 1990s.
Copyright disputes (particularly
those related to software and enter-
tainment), patent infringements,
industrial espionage, ownership of
personal information (census data,
for example)—these and other as-
pects of the Information Age will
increasingly fill the dockets of
domestic and international courts.

BRole of the computer in educa-
tion. Computers will affect how
children learn to think, how
teachers teach, the development of
creativity, and many other areas.
So far, the technology and its ven-
dors have been the driving forces;
we are seeing signs that the needs
of the end-user—the students and
schools—will increasingly deter-
mine the what, when, and how of
computers in education.

IBCli nate changes. The world’s in-
dustries have increasingly spewed
carbon dioxide and other gases into
the atmosphere, and the buildup
of these is resulting in a gradual

but appreciable rise in the earth’s
temperature. Another major factor
affecting climate is deforestation,
particularly the destruction of trop-
ical rain forests. The consequences,
while not certain, will probably be
adverse. Climatologists are begin-
ning to see and understand long-
range climate patterns, and there
are indications that major changes
may be under way.

B The right to quiet. Privacy seems
likely to continue—indeed in-
crease—as a major concern for both
individuals and society. Con-
sequently, the issue of our right to
privacy will probably become more
complex, and aspects of it that are
now relatively obscure will emerge
as full-fledged issues in their own
right.

One such aspect may be the right
to quiet, particularly as technology
diminishes the opportunities and
places to hide. Aside from obvious
invasive noise sources, such as
“boom box” radios and snow-
mobiles, there are beepers, cellular
telephones, computer printers,
and other instruments that intrude
on all within earshot.

W Fringe benefits for those not em-
ployed full time. With at least 20%
of the U.S. work force part-timers
(with equivalent percentages in
other developed countries), there
is growing pressure to provide
these workers with health insur-
ance and other employee benefits,
particularly because many of those
working part time are doing so in-
voluntarily. And with unemploy-
ment likely to remain at high levels,
there is also pressure building to
provide at least health-insurance
coverage for the unemployed.

BHuman language/computer lan-
guage. We are already seeing a
backlash to the computer hype of
recent years. Reacting to the rush
to attain computer literacy, some
observers are beginning to-express
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“Terrorism seems likely to grow in both practice
and impact and may indeed become the dominant
form of warfare, practiced by countries as well

as guerrillas.”

concern about the impact of com-
puters on language skills. It is one
thing for people who have already
learned a language such as English
to adapt to communicating with
computers; it is quite another for
young children whose language
skills are still rudimentary to learn
English on the basis of “computer
literacy.”

B International regulation of fi-
nancial markets. Finance has be-
come internationalized to a degree
no one would have predicted just
a few years ago. Consequentiy,
there is increasing pressure to es-
tablish and adopt standards for the
protection of investors and the en-
couragement of further inter-
nationalization of investment. Who
will set these standards, and who
will enforce them? Debate is likely
to go on through the 1990s.

There will be surprises—issues
not yet detected that will demand
attention in the 1990s. Inflation
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hovers over the economic scene
like an evil spirit, capable of dis-
playing its malice unexpectedly.
Finandial collapse, triggered by de-
faults of debtor nations and failures
of major banks, could happen.
War, of course, is always a possibil-
ity. Militant religious fundamen-
talism may continue to make major
alterations in both developed and
developing nations.

Technological breakthroughs
could, as always, make a big differ-
ence. Possibilities exist in such
areas as artificial intelligence.
Major political upheavals in China
or the Soviet Union are not out of
the question. The oceans, too, will
be a major concern with regard to
resources (such as food and miner-
als) and pollution. And terrorism
seems likely to grow in both prac-
tice and impact and may indeed be-
come the dominant form of war-
fare, practiced by countries as well
as guerrillas.

Of the hundreds of issues we de-
tect and track, these few we have
briefly described seem to us the
most likely to have significant im-
pact on the lives of people and on
institutions in the next decade.
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What We Did and How We Did It

George Wilkinson
Vice President, Strategic Planning
United Way ot America

The Environmental Scanning Committee, led by lan
Wilson, senior management consultant, SRI Interna-
tional, devoted three meetings to the development of
this publication. In July, 1982, the committee was in-
structed in the SRI technique of scenario construction.
This technique is composed of six basic steps (see

Figure 1): Figure 1

scenario development process

hey strategic
I issuesidecisions
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strategic

scanning

1. Identify the decisions to be addressed in the plan-
ning process. These decisions define what it is about

the future that we would like to know, and so become
the focus for the scenarios.

2. Specify the key decision factors that influence the
outcome of each decision (e.g., level of personal and
corporate philanthropy, changing needs for human
services, availability of government funding).

3. identify and analyze the macro-environmental
forces that affect those key factors (e.g., social, eco-
nomic, political, and technological factors).

4. Select several scenario logics that will give co-
herence to the scenarios and resuit in structurally dif-
ferent views of the future (e.g.. not simply "high growth”
and "low growth” variations). This is the key step in the
whole scenario process, and can be achieved by:

® Focusing first on those key forces that represent
the maximum degree of criticality (i.e., they are the
real “drivers” of the future) and uncertainty, and

® Ascribing alternate logics that explain why and
how these selected forces might take different tra-
jectories. We can think of these as being different
“theories of how the world works."”

B A A A e A A N LN N AT o

5. Elaborate a set of scenarios (typically three to five)
based on these driving forces and logics. For each
scenario, describe how all the relevant macro-environ-
mental forces and decision factars might be affected
by the prevailing conditions of that scenario.

6. Identify the decision implications of each sce-
nario, e.g., the potential opportunities and threats to be
weighed in making the decision.

Following an introduction to the SRI process, the scan
committee undertook each of the steps as outlined.

1. Strategic Decisions. The first step in the process
was to identify the nature of decisions or areas of con-
cern that were confronting United Way organizations.
United Way of America staff listed nine major areas.
These were:

® Increasing (and changing) competition. The rising
number of requests by other organizations competing
for access to the workplace, as well as the new phe-
nomenon of local government seeking phitanthropic
gifts to help offset shortfalls in local revenue; .

® The need to reposition and distinguish United Way
from other fund-raising organizations;

® The possibility for corporations to preempt some
of United Way's traditional roles, such as managing
the single campaign at the workplace or allocating
to community organizations;

e United Way's role in community planning and prob-
lem solving;

® United Way's relationship with organized labor and
the need for a United Way presence at the workplace;

® The continuing growth of donor option programs;

® The changing portfolio of United Way funded serv-
ices and changing societal and donor needs;

¢ Dealing with the problems of the United Way as
a mature organization, resistant to change;

® The changing economic structure with its relative
decline of large manufacturing corporations and rise
of small businesses.

This process of definition helped focus and constrain
the subsequent steps in generating, refining and ap-
plying the scenarios. Insufficient focus could result in
scenarios too global and too generat to be useful. in-
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adequate definition of strategic concerns often lead to
too many scenarios or to scenarios that roam too far
afield from what is most relevant.

2. Key Decision Factors. Once the committee gained

4. Analysis of Key Forces. Each of these six topics
was discussed in some detail regarding its eventual
impact on United Way. In discussing these key forces,
the committee also looked at the relationship among
the key forces. The commitiee recognized that scen-

an understanding of the strategic decisions and issues
confronting United Ways, its members looked at the
issue of planning scenarios. They agreed that to be
useful in the decision-making process, planning sce-

arios are intended to confront, explicitly, the uncertainty ]
that is inherent in a turbulent and rapidly changing en-
vironment. Scenarios should assist decision making by, >

4 ) - ) in effect, structuring an “envelope of uncertainty” within oy
narios would have to depict alternative plausible futures which planning should take place. ’
primarily in terms of such factors as: o

. _ 5. Scenario Logic. In an effort to structure United Way's I
® Demographics (e.g., population/labor force growth, planning scenarios to this end, the committee consid-
age mix, migrationimmigration, minorities); ered a number of alternative logics focused on divergent 3
® Social and personal values (e.g., attitudes toward outcomes of some of the key decision factors. However, o
government, personal giving, voluntarism, coopera- it became apparent relatively quickly that the major X
tion); uncertainties focused on the economy and values: o
e State of the economy (e.g.. GNP growth rate, in- A

® As {0 the economy:
Either the United States economy recovers from
its prolonged recession as the result of incentives,
a new industrial strategy and a radical restructur-

flation, unemployment, savings);

e Structure of the economy (e.g., manufacturing vs.
services, low-tech vs. high-tech, location of industry);

v.;_l', 2 -

W SRS YT W EeeEwy Y V&N FOF A wW W VST £ P W TR W W W W AN T

e Role of corporations and unions (e.g., social le- ing, and moves into a new period of vital growth; {
gitimacy, grownng or diminishing role, social welfare Or, it experiences slow, cyclical growth (at best), :'C
programs); . " P o .
. losing world position as the result of a failing “rein- Y.
® Role of governments (e.g., levels of taxation and dustrialization” strategy (aimed at preserving tra- L. b
spending, social welfare policies); ditional U.S. manutacturing), and remaining unable r'
e Technological change (primarily the impacts of in- to resolve the inflation-unemployment trade-off. -
formation/communications/computer/robotics tech- ) -'.
nologies): L] A.s to social and pgrspnal valges: N ”
e Competition in the philanthropic “market" (e.g E':rhgr'value.s remam in a.rglatlve traqunal modg iy
churches, community action groups, hospitals) A (individualistic, competitive, economics-domi- L
! ' ) nated—cf. Yankelovich's “old values”; Mitcheil's £y
Thus, while the “bottom line” of the scenarios must be “outer-directed”); f{
. o . Lo
e o eyt e bemas e gsog wsm Or. they experince something of a “ranslom:
p be driven by—macro-environmental forces such a‘s those tion (lowalfd a more cqmmymtarnan, cooperative, ;
listed above apd ecological ethic primarily as the re§ult of per- u
) sistent global problems—cf. Yankelovich's “new ,..-
! 3. Key Societal Forces. In this next step, the com- values”; Mitcheil's “inner-directed”; Lodge’s “new o
b mittee reviewed both the strategic decisions and the ideology"™). "
key decision factors. Thus, they could identify the forces At this step of the process, the committee created a -
in the macro-environment that could potentially create matrix (shown in Figure 2) using the major areas of the ,-.
the greatest change for United Way organizations and shift in values and the restructuring of the economic o
affect the strategic decisions facing United Ways. In system. By examining the intersections, they identified D
this exercise, the focus was largely on six items: four primary scenario logics. ',:'
® Restructuring of society and values differentiation o ECO“O"?:C restructuring works and traditional val- N
) . ) o ues prevail. 5
® Economic growth (improving or declining) e Economic restructuring works but transformational ;Z'J
® Value system (“East or West") values prevail. )
e Ideologies (communitarian vs. individual) e Economic restructuring fails and traditional values '.:?:: "f_a
. . prevail. ST Ay
® Welfare (dismantied vs. leveling) e Economic restructuring fails but transformational ,:
e Restructuring of the economy. values prevail. »
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Figure 2
~
—
altermnative scenarios
Social/Personal Values
Rf&mﬂ,ﬁg Traditional Transformational
Post-industrial
America Revitalized Reformation
Works
scenario a scenario b
Community Welfare
Stressed Society Society
Faiis
scenario ¢ scenario d
_ )

The committee broke itself into four groups with each
volunteer group augmented by United Way of America
senior staff. Each group took one of these scenario sets
and described its view of what would happen. The com-
mittee reported their findings and their descriptions were
recorded. As a result of this first exercise, the committee
gave a working title to each of the scenarios.

® Scenario a was identified as “Individualistic Com-
pétitive, Revitalization of the American Way.”

® Scenario b was identified as a “Communitarian
Cooperative” or “Happy Days."”

® Scenario ¢ was identified as a “Return to the 1870s.”

® Scenario d was identified as “Post-industrial Feu-
dalism.”

6. Scenario Elaboration. At the next meeting (De-
cember, 1982) of the Scanning Committee, 1an Wilson
provided an overview and refinement of the committee's
original description and led a discussion of each sce-
nario. Four groups again formed and further elaborated
on the scenario logics. As a result of this activity, the
committee formulated a new document and provided
new titles for the scenarios (as shown in Figure 2).

The scenarios as described are shown in Exhibit 1 in
this document, complete with descriptors for each sce-
nario in the social, economic, political areas. Technol-
ogy. per se, was not identified as a descriptor within
the scenarios on the basis that it fueled the economic
section and would be basically the same across all
scenarios. This, however, remains a matter for debate
and further elaboration in future work by the committee.

At the third committee meeting (July, 1983), the logics
were further tested through consensor exercises led by
Or. Clement Bezold of the Institute for Alternative Fu-
tures. In these exercises, committee members tested

O R O \:’\(_'r\r o _’.r .-.;
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variations of the internal logics and reached consensus
regarding the parameters of the inflation rate under the
scenarios, as well as unemployment rates. In addition
to testing for internal consistency, the committee took
part in exercises to test the probability of occurrence
of the individual scenarios and of the scenarios occur-
ring in some sequential form. The results of these votes
and the probability of occurrence are shown below:

Probability
Scenarios Of Occurrence
a. America Revitalized in 10 Years 36%
b. Post-industrial Reformation in
10 Years 36%
c. Stressed Society in 10 Years 40%
d. Community Welfare Society in
10 Years 20%
Probability
Sequential Future Of Occurrence
Scenarioabc 27%
Scenario ab 30%
Scenarioacb 42%

The committee first voted on the probability of each of
the scenarios occurring. In their view, scenarios a
(America Revitalized), b (Post-Industrial Reformation)
and c¢ (Stressed Society) all were equally likely to hap-
pen.

They then voted a second time to test the probability
of these scenarios occurring sequentially. Here the
committee expressed the viewpoint that the sequence
of scenarios a (America Revitalized) to ¢ (Stressed
Society) to b (Post-Industrial Reformation) was the most
likely.

After completing the vote, the committee observed that
many other scenarios could be drafted in addition to
these four. They agreed that the four scenarios, as
described, did not include a number of “wild card” events
that could happen: for example, events such as nuclear
war, the potential collapse of the international banking
system, major scientific breakthroughs in genetic en-
gineering or disease prevention, the outbreak of major
new diseases such as AIDS, and no major variations
in population characteristics such as size, growth rate,
etc.

With these comments, the committee concluded its work
on the scenario development process.
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Economic Restructuring Works Economic Restructuring Works ’
Traditional Values Prevail Transformationa! Values Prevail ‘-f_‘
f
“POST-INDUSTRIAL o
DESCRIPTORS/SCENARIOS “AMERICA REVITALIZED"” REFORMATION" Bsy!
A. SOCIAL R
Societal/Personal Values o Continued predominance of eco- ® Growing influerice of inner-di-
nomic/achievement/competitive val- rected/less materialistic/cooperative \
ues (reinforced by economic suc- values (“restructuring” of values as g
cess) well as the economy) <
—Stress On: —Stress On: La
Self-Reliance Self-Actualization
Upward Mobility Experiences vs. Possessions o
Competition/"The Market" Cooperation/Compassion e
I
State/Mood of Society e Generally ebullient and optimistic,  ® Mood of quiet confidence and ex- o
“onward and upward” mentality, with perimentation; comrnitment to con- 4
“can do" approach to problems (re- scious restructuring of economy and )
liance on traditional solutions) society =S
Attitude Toward Societal e Restored confidence in private @ Growing belief in need for new in- :".:"_
institutions sector/market as opposed to govern- stitutional forms and arrangements }_
mental (especially federal solutions) (but incremental, not radical, change) oy C.:’
—Strong support tfor small busi- —Support for federal (indicative) ]
nesses and (more selectively) cor- planning role to promote economic i o
porations adjustments o
—~Belief in more limited role for gov- ~—Larger social role demanded of >34
ernment (events seem to justify this corporations, with public-private sec- "
belief) tor cooperation
—Unions perceived as less relevant —Much greater emphasis on public R
or needed, esp. in small business participation in decision-making (in N
sector all institutions) N
—Private sector dominant over pub- ::?:\
lic sector. Emphasis on private initi- N
atives. 7-_-;
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Economic Restructuring Fails
Traditional Values Prevail

“STRESSED SOCIETY"

® Major segments of population
constrained by basic security/sur-
vival values

—Stress On:

Economic Security

“Us" vs. “Them”

Making Ends Meet

® Generally pessimistic about pres-
ent and future; siege mentality, with
high degree of intergenerational con-
flict

e General distrust of both govern-
ment and business, but increased
demands on both (for lack of alter-
native).

—Government perceived as ineffec-
tive, but needed as protector of grow-
ing underclass

—Corporate leadership blamed for
economic failures; growing demands
for job security, limits to automatior/
plant closings

—Unions radicalized (‘‘return of
IWW")

—Public-private sector recrimina-
tions

Economic Restructuring Fails
Transformational Values Prevail

“COMMUNITY WELFARE
SOCIETY”

® Increasing emphasis on frugal
conserving/ecological values (in re-
sponse to economic and global prob-
lems)

—Stress On:

Conservation (vs. Consumption)
Local Self-Sufficiency

® Blend of optimism and confusion
due to shifting values and limping
economy

® Strong trend toward decentral-
ized/local/informal institutions (per-
ceived as more relevant than older,
more centralized institutions)
—"Neighborhood self-help” re-
places reliance on governmental aid
programs

—Underground economy (barter)
grows at expense of regular econ-
omy

—~Proliferatation of special {local and
regional) interest groups

—Blurring of public-private sector
distinctions
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DESCRIPTORS/SCENARIOS

State of Philanthropy/Voluntarism

8. ECONOMIC
GNP Growth Rate (In Real Terms)

“Underground Economy™*

Economic Structure
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Economic Restructuring Works
Traditional Values Prevail

“AMERICA REVITALIZED"

e Strong preference for voluntary
giving (as opposed to being taxed to
provide federal welfare)

—But philanthropy limited by ethic of
self-reliance

—Emphasis on giving to/working for
organizations of one's own choice

e Strong recovery (5-6% p.a.) through
1984-85; followed by solid growth
(c.3.5%) through rest of period, with
normal business cycies
—"Success of Reaganomics”

o Holds at 15% of GNP

o Successful reindustrialization slows
erosion of U.S. manufacturing base,
continued incremental diffusion of
computer/communications/micro-
electronics technologies

—~Large corporations grow in size
—But employment gains focused in
small, entrepreneurial firms

UW Planning Scenarios:

Economic Restructuring Works
Transformational Values Prevail

“POST-INDUSTRIAL
REFORMATION"

¢ Growing influence of compassion
and ‘‘social consciousness,” ex-
pressed through individual action and
organizations

—Support for programs to address
the social cost of “‘restructuring”
—Increased willingness to contribute
personal time and money

o Weaker recovery thanin “America
Revitalized” (3-4% p.a.); then, after
low growth in 1985-86, economy gains
strength as restructuring takes hold
(c.4% toward end of period)

o Rises to 25-40% range; perceived
as acceptable outlet for individual en-
trepreneurship

e Conscious, coordinated public-
private sector efforts to restructure
economy toward the “information so-
ciety,” acceierated movement of basic
manufacturing in NIC's and LDC's
—Accelerated development of new
telecommunications infrastructure
{e.g., microwave, cellular phone sys-
tems)

*That portion of the economy whose Wansactions are not reported 1o the government. Example: Cnme receipts, barter transactions

NOTE: pn = per annum
= Newly industrigized Courtries
wc Less Developed Countries
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Tabulation of Key Descriptions for 1983-2000

Economic Restructuring Fails
Traditional Values Prevail

“STRESSED SOCIETY"

e Triage mentality (and predominant
concern for personal/family needs)
dominates social scene
—Philanthropic organizations in a
permanent state of crisis

—Time available for volunteer work,
but little interest

e “Hard times” for 10 years; highly
cyclical fluctuations producing little
growth by end of period (in real terms,
1990 GNP is at about 1980 fevel)

e Grows rapidly to be 30-50% of for-
mal GNP, due to attractiveness of
barter and avoidance of taxes

® Restructuring (and reindustriali-
zation) fail, pressure grows to pre-
serve status quo by strong protec-
tionist measures (e.g., domestic
content laws)

—Much of economy is “maintenance
driven, not innovation driven”
—Shake-out in hi-tech industries

........ AT

Economic Restructuring Fails
Transformational Values Prevail

“COMMUNITY WELFARE
SOCIETY"

® Strong sense of humanitarianism
at local level
—Philanthropy/voluntarism vary
greatly by region

—Reliance on new, grass roots (vs.
older, traditional) agencies

o Slow growth, averaging 1.5-2% p.a.
throughout period, with some years
of negative (real) growth

® Grows to become 20-40% of GNP
as local informal “cooperatives” pro-
liferate

® Little restructuring; continued ero-
sion of U.S. position in world econ-
omy (except agricultural exports)
—Accentuation of “‘regional econ-
omies,” as decentralization of econ-
omy proceeds

3-23
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DESCRIPTORS/SCENARIOS

Infrastructure

Education

LUnemployment

Inflation

C. POLITICAL
Predominant Political Philosophy

Economic Policy

Social Policy/Spending
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Economic Restructuring Works
Traditional Values Prevail

*AMERICA REVITALIZED"

e Slow but steady infrastructure im-
provements

e Growing consensus for increase
of resources lor education. Notable
local successes and failures. Grad-
val improvement of average test
scores

® Cyclical, ranging from 7-12%

e Cyclical, but remaining in 4-10%
range (aided by competition and lower
federal deficits

e Conservative/Jeffersonian (not
necessarily “right wing”)
—Emphasis on maximizing private
sector role

e Deregulation and reindustrializa-
tion incentives (R&D, modernization,
automation) at home, free trade/
competition in world markets

e Social spending declines as % of
GNP, welfare needs diminish, health
and education spending grows

UW Planning Scenarios:

Economic Restructuring Works
Transformational Values Prevait

“POST-INDUSTRIAL
REFORMATION™

® Major effort 10 rebuild infrastruc-
ture

® Major effort directed at raising leve’
of proticiency of all students. Increas-
ing emphasis on use of computers in
all phases of education. Emphasis on
adult ed. classes and on retraining
{to accommo-economic restructunng
needs)

e Relatively high (in 7-13°, range:
for most of period due to restructuring
adjustments

e Fluctuates between 4-12%

¢ Independent/pragmatic
—Emphasis on (indicative) planning
public-private sector cooperation

e Explicit national industrial strategy
to promote economic restructunng
(research centers, RFC-style fund-
ing), and global rationalization

e Social spending increases some-
what as % of GNP, focusing on aid
to individuals and communities al-
fected by economic restructuring and
imponts
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Tabulation of Key Descriptions for 1983-2000

Economic Restructuring Fails™
Traditional Values Prevail

“STRESSED SOCIETY"

e Continued decline in infrastructure
overall. Spot improvements as a re-
sult of depression-era public works
type projects

e General educational decline ex-
cept in very affluent communities

® Chronic, in 10-17% range
throughout period (but official figures
neglect “underground employment”
—In addition, many discouraged
workers drop out of (or do not enter)
the work force

® Fluctuates between 6-20% (7-8%
average over decade driven up by
unemployment compensation, oil
shocks, protectionism)

o Old style liberal/regulatory
—Emphasis on social welfare, con-
trol of private sectors

¢ Widespread economic controls
adopted (despite past failures) to-
gether with jobs-promoting incen-
tives, strong protectionist stance,
bailouts of companies affected by im-
ports

® Spending on unemployment com-
pensation, public works; welfare rises,
but still constrained by revenue
shortfalls; federal and state plant
closing laws enacted. Radical eco-
nomics a la Depression era.

BN AN I g

Economic Restructuring Fails
Transformational Values Prevail

“COMMUNITY WELFARE
SOCIETY"

e Infrastructure improvements vary
by region; some do a lot, others do
very little

® Regional variations in efforts to im-
prove education, geared to work-re-
lated skills

e Chronic, in 9-17% range through-
out period (but official figures neglect
“underground employment”)

® Keptin 6-12% range by persistent
structural inefficiencies

& Communitarian/decentralist
—Emphasis on experimentation in
local governance

® Few initiatives at federal level ex-
cept for some protectionist and ex-
port promotion measures; major ac-
tivity in regional and local economic
development

e Economic constraints on all gov-
ernment spending, initiatives in tax-
ing consumption (vs. income) and in
promoting voluntarism
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PANEL 4 REPORT e
STRUCTURING ORGANIZATIONAL REWARDS TO MOTIVATE PERFORMANCE VT
’ | B THE ISSUES:
7 0 Non-financial rewards
- Symbol systems, awards, recognition
. Internal/external participation in training programs
- Committee work, professional associations
-- Feedback
" - Organizational participation through communication systems -- job

design (flexibility), promotions, timing

- Continuity in our program design -- no quick fix
. Pride and committment to organization
- Recognition
! o Financial rewards U
N < 4
- Bonuses, profit sharing, gain sharing :"::
R
.- Cafeteria compensation and benefit plans (array of choices) .:.
- Caps on salary; pay compression !\
- Legal services, work programs :é?
] Flexibility of reward system E:‘:
- Degree of flexibility from rigid work week (cafeteria system, flex- ;f“‘:
S

time, job sharing, contingency time off)

7,

7’

- Designing our reward systems to address the needs and individual

}‘{ R}

'Y,
.-

differences of employees (change with time, dynamics)

¢
o Performance/reward relationship t:
\ .
o Performance appraisal effectiveness t:_
=
0 Overall role of goal setting o
0 Equity of reward systems (meaningful, covers all employees, etc.)
1]
‘ 4-2
. o
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u
o
! o s
.: - - Competitive versus comparable reward/pay system
D AW
) '
o NN o Pride and commitment with organization
- IL. RECOMMENDED ACTIONS:
|.
¥
%,. o Increase basic research on subject
‘)
{'_ o Institute pilot field projects to test reward and benefits program
N o Exchange research ideas and actual results between public and private ;
AN
N sectors '
. - Human Research Information Network, The Conference Board ‘
research, etc. \
3 |
.‘A: o Apply what we know in education and training programs .
K 0 Secure commitment of senior management
R - Demonstrate behavior and performance changes
"~ , :
Ve -- Demonstrate improvements in relation to organizations’ strategic i
M )
?,l . goals :
o i - Clarify and advertise (market) efforts in reward systems (Public '
N
Relations, Employee Newsletter, etc.)
, III. RECOMMENDED PRIVATE SECTOR/DEFENSE COOPERATIVE
. UNDERTAKINGS: ‘
2 0 Exchange personnel !
I -
. - -
b - Attend conferences .
[»", -
LY
-- Visit sites
y ,:: "] Exchange information (Journals, Magazine)
N
j-' 0 Develop more detailed descriptions of each member’s reward/evaluation
’-
- system
. .
1 0 Foster networking .
‘ 1]
'
'
e
Y ":ﬁ‘
0
N
1t
' )
"
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._.\$ STRUCTURING ORGANIZATIONAL REWARDS TO

2.
7

"

MOTIVATE PERFORMANCE

=

X
I offer this short paper as a point of departure and discussion vehicle for !:
‘9:'

our panel's exploration of the use of rewards to motivate human performance in ‘
0
today's organizations (both in the private sector and in the Department of :
N
Defense). ;‘_
Ve
A major common theme for both last year’s and this year’s National Forum R

w
W
on Human Resources Planning has been organizational effectiveness. 3
Traditionally, the technological side of organizational effectiveness has been :,
emphasized and must be given continued attention in the future. Not so obvious ntd
N
has been the importance of the "other side," the "human side” of organizational t:;,
n\.)-

\

. effectiveness. Yet, there scems little doubt that the potential for improvement is

&

= much greater on the human than on the technological side of organizations today

A
Y

and in the future. In fact, the assumption made by this paper is that: ~ :,‘?
e

rformance of i 1l ing organizations i ™
iv i i w and j f . ",

To date, therc have been many suggested theoretical frameworks such as
Maslow’s hierarchy of needs, Herzberg's two-factor theory, Vroom’s expectancy
theory, Alderfer’s ERG nceds, Porter and Lawler’s performance-satisfaction model,
and Adam’s ¢quity theory. These all attempt to better understand work motivation
and have generated considerable research over the years that has tested various
predicted relationships and impacts on the variables of performance, satisfaction,
and retention (see Luthans, 1985, for a summary of research on work motivation).

This effort has certainly led to a better understanding of the complexities of

s 5
24
NN

motivating today’s employees. But, unfortunately, with the possible exception

?
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given to job redesign, the considerable theoretical development and research N
- % -~
N . . A LY
conducted on work motivation has not been able to be gpplied to effective human Sy *'-_,
resource management and "bottom-line” performance.
oy
To meet the difficult challenges facing both private sector firms and DoD ;:
|Q
3 . 3 .‘
now and in the future, new theoretical frameworks and accompanying basic
g
research that has direct application for human resources policies and practices are :_....
g,
needed. What is proposed here is such a new theoretical framework based on ’:
. . . Rt
reinforcement and "choice” as being central to employee performance. The
. . . . . . W
discussion that follows and the accompanying articles will give more of the ‘l’t
A
background and specifics of what is proposed. ":'
ol
THEORETICAL FRAMEWORKS AND RESEARCH RESULTS ’
w', o
»
s
Recently, managers across the country have awakened to the importance of 5‘1‘_
I,
human resource management. Recent books by Tom Peters, John Naisbitt, Ken ‘1 ’i‘;"
> ¥ .
‘Blanchard, and others have had unprecedented success. Business Week has labeled :f7'
R
g
the followers of these best sellers as the MBBS approach to management
(Management By Best Seller). 1 think these books have served a very useful ."
purpose and offer many excellent insights into improved management of human }:’
n
Iyt
. . . ~
resources. However, to get away from the "quick fix" syndrome and the "faddish" '\;
nature of this MBBS approach, I think it is time to move to a MBRR approach ';"'
e
(Management By Research Results). It is time to establish some sound theoretical v
o
frameworks and look at research results that link to the more effective practice of oy
human resource management. !
._:‘.v
Ay g
As indicated in the introductory comments above, to date, the theoretical :::_.
LR )
.
development and research exploring the effectiveness of human resources in e
modern, complex organizations has been dominated by cognitively-based motivation
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models (i.e., Maslow, Herzberg, Vruom, Porter and Lawler, and Adams).
E",EE: Behaviorally-based, reinforcement models (e¢.g., Luthans and Kreitner, 1975, 1985)
have only recently begun to receive attention. While these behaviorally-based
reinforcement techniques do not give direct attention to job satisfaction, they have
been demonstrated to have a positive impact on quality control (Adam, 1972, 1974;
Adam and Scott, 1971), punctuality (Herman et al.,, 1973), absenteceism (Nord, 1970;
Pedalino and Gamboa, 1974; Kempen and Hall, 1977; Orpen, 1978; Stephens and
Burroughs, 1978; and Luthans and Maris, 1979), and, most importantly, employee
performance (Ottemann and Luthans, 1975; Hamner and Hamner, 1976; Komaki et
al,, 1977; Luthans and Schweizer, 1979; Luthans, Paul, and Baker, 1981; Snyder and

Luthans, 1982; Luthans, Macaig, and Rosenkrantz, 1983; Lockwood and Luthans,

oY

1984; and Luthans, Paul, and Taylor, 1986).

\
=
s
Importantly, these studies cited above depended almost totally on ,‘}"\:
oS
& nonfinancial rewards to greatly improve employee performance. In particular, ;
{ «Ta

s"p

feedback and social recognition/attention were by far the most common reinforcers

that were used. In one case contingent time off (at no cost to the organization)

was able to dramatically improve the quantity and quality of work. The "return

ST ™Y

| on investment" in these examples is unbelievably high (little or no cost and

l"‘.
Yara)

L4

tremendous returns). For example, in one of the companies several million dollars
of increased productivity resulted from a few thousand dollars of training costs

(Luthans, Macaig, and Rosenkrantz, 1983).

Besides the impact of overall reinforcement management techniques, there

have also been a number of laboratory and field studies that have examined the

-"'

Py

impact that schedules of reinforcement have on employee performance (Yukl et al.,

1972; Yukl and Latham, 1975; Yukl et al, 1976; Latham and Dossett, 1978).

\ SO0

Besides these refinements of reinforcement theory coming from the schedules of

2" ¥ _l
f.f._"-; A

s
S’\'
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; paying employees, other important questions such as the impact that "choice" of
reinforcement has on employees have not been cxplored. Yet, there is growing
evidence from experimental psychology that suggests that the ability to choose

one’s own reinforcement conditions has a significant positive impact on

performance (Thoresen and Mahoney, 1974).

Studies on animals (e.g., see Voss and Homzie, 1970; Cantania, 1972) and

children (e.g, see Lovitt and Curtiss, 1969; Brigham and Sherman, 1973) indicate

;
;
,

that conditions allowing choice are clearly preferable and the choice itself has
reinforcing properties. When adult subjects have been used (e.g., Perlmutter, et al.,
1971; Monty and Perlmutter, 1973; Monty et al.,, 1973) the importance of choice is
supported although moderating effects such as meaningfuiness and task difficulty
are found. These latter findings suggest that more comprehensive, inductive theory
building for choice would be needed for applications to human resource

management.

Besides the implications that reinforcement notions have for developing the
theoretical underpinnings of choice, especially from the studies using adult
subjects, it is clear that attribution models can also play an important role.
Attribution theory (Heider, 1958; Kelley, 1973; Weiner, 1974) assumes that
individuals are rational and are motivated to identify and understand the causal

structure of their relevant environment.

Attribution theorists believe that both internal forces (e.g., effort or ability)
and external forces (e.g., task difficulty or luck) additively combine to determine
human behavior. In particular, a person’s perceived locus of control (Rotter, 1966)
will affect his/her behavior. For example, in work settings it has been found that
internally controlled employees are generally more satisfied with their jobs, are

more likely to be’ in managerial positions, and are more satisfied with a

4-8
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participatory management style than are employees who perceive external control
(Mitchell et al, 1975). Other studies have found internal managers to be better
performers (Anderson et al, 1977; Anderson and Schneier, 1978), more considerate
with subordinates (Pryer and Distenfano, 1971), and tending to follow a more
strategic style of executive action (Miller, Kets DeVries, and Toulouse, 1982). A
key ingredient of these attributional explanations of behavior is the amount and
type of perceived control exercised by the employee. Choice would seem to play a

significant role in the perceived locus of control of an individual.

From the above discussion, it can be seen that both a reinforcement and an
attribution theoretical approach and its accompanying research have a lot to offer
for the better understanding of effective human resource management. They seem
to offer a much more promising theoretical and research base than the more
traditional motivational models of Maslow, Herzberg, Vroom, Porter and Lawler,
and Adams. But, by themselves, both the reinforcement and attribution approaches
lack the necessary linkage to each other and to the actual practice of human
resource management through personnel policies and practices. This paper suggests
that "choice” may provide an important linkage between the theoretical approaches
and actual practice.

DIRECT IMPLICATIONS THAT CHOICE MAY HAVE ON PERSONNEL
POLICIES AND PRACTICES

"Choice" is proposed here as one important way to link behaviorally-based
reinforcement approaches with cognitively-based attribution approaches into an
overall theoretical framework for the more effective practice of human resource
management. This use of "choice" can be refined and predictive relationships
established through sophisticated laboratory and field research. Perhaps most

important for the purposes of our panel discussion, however, is the fact that

4-9
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, flowing from this theory building and research would be direct applications to AR

human resources policies and practices such as the following:

1. Cafeteria Approaches to Compensation and Benefits. About 25 years
ago Nealey (1963) suggested that a clearly superior way to motivate employees
. would be to give them a "choice" as to the relative amount of cash versus fringe

benefits that they receive. Paine (1974) defines this flexible or cafeteria
compensation system as "a system under which each individual has some choice as
to the form and timing of all or a portion of his total compensation” (p. 56). There
! is some research evidence that indicates large individual differences among
employees in the value they attach to various fringe benefits (Lawler, 1971). This,
of course, suggests that many employees are given very costly fringe benefits that
they do not value very highly. Cafeteria plans can solve this problem and as
Lawler (1971) has suggested "should not only reduce turnover but make more
people choose to work in the organization that uses it" (p. 199). The implications o
of cafeteria plans for both private sector and DoD organizations seem extremely
significant. Some practical problems with this approach have been pointed out
(Milkovich and Delaney, 1975; Goode, l§77), but the tremendous potential this may
have for the performance, satisfaction, and retention of today’s employees cannot

) be ignored.

! 2, Flexitime. Flexitime or flex-time has been widely used in Europe for
many years and is gaining popularity in this country. One survey indicates that
12.8 percent of employees in nongovernment organizations and 5.8 percent of all
employees are under some form of flexitime system (Nollen and Martin, 1978).
Firestone, Sun Oil, Samsonite, the U.S. Social Security Administration, Sandoz-
Wander, and Mutual of New York are widely publicized examples of organizations

using flexitime. It is generally agreed that flexitime gives the employee a "choice” .

4-10
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. in the hours worked. Although there is a flood of articles extolling the virtues of
‘

}\ %’r flexitime, to date there has been very little empirical evidence evaluating its
! impact. Our own preliminary work in a state government agency indicates that
flexitime can have a favorable impact on emplovee satisfaction and performance
(Harvey and Luthans, 1979). As with the cafeteria plans, there would be some
practical problems implementing a flexitime system in DoD. But also like the
cafeteria plans, the potential this system may have for the performance,
satisfaction, and retention of both private and military/civilian personnel is too

important to be ignored.

3. Four-Forty (Four-Day, Forty-Hour) Workweek. Still another direct
application flowing from a "choice" theoretical framework would be to give
employees the opportunity to work a 4-40 or four-day workweek. The traditional
work schedule is eight hours a day, five days a week (commonly called the 5-40

ﬁ schedule). In the last few years, however, some organizations have begun to
h Aexperiment with alternatives, supposedly to improve performance, satisfaction, and
retention of their employees. Several recent economic, social, and political
pressures have also contributed to the decision to alter conventional 5-40 work
schedules. In the economic sphere, inflation has often made it necessary for
husbands and wives to be employed to maintain an adequate standard of living.
.Consequently, there has been a search for innovative ways to schedule work in
order to accommodate the family needs of working parents with young children.
In addition to dual career families, there has been an increase in the number of

single parents with work scheduling difficulties. Social forces have focused

renewed attention on increasing the quality of life in general and leisure time in
particular by providing three-day weekends, more holidays, "mental health" days,

and so forth. Increased leisure time is seen as a means of coping with job stress.

R Lo , : : :
Nede In addition, in the drive to cut back the nation’s use of oil, the potential fuel
4-11
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consumption savings from employees commuting to work on a four-day (as opposed
to five-day) schedule has stiinulated interest in 4-40 work schedules. To date, there
has been very little systematic evaluation of the effects of these 4-40 schedules and
those few studies have mixed results. Our own preliminary research indicates that
4-40 schedules may have considerable potential to improve employee satisfaction
and absenteeism (Millard, Lockwood, and Luthans, 1980). Like cafeteria plans and
flexitime, 4-40 schedules would pose some unique, practical problems in being
implemented by DoD. But also like the other personnel policies and practices
flowing from the "choice” framework, how can DoD afford not to at least explore

the impact that 4-40 workweeks have on performance, satisfaction, and retention?

4, Job Sharing Programs. Personal Time Banks, and Others. The most
obvious applications from the theory and research on "choice" would be cafeteria
benefit and compensation plans, flexitime, and 4-40 workweeks. Potentially other
innovative "choice" techniques could be tried. Examples may be such techniques as
job sharing where two (e.g., husband and wife) or more people share a job and
determine among themselves how they schedule themselves to perform the job.
Another example might be a personal time bank plan whereby the employee can
pool his/her sick leave time, vacation leave time, and holiday time and draw from
this any way he/she wants or cash-in for equivalent pay. These latter techniques,
and surely there are others that could be developed, have not been evaluated yet

but their potential impact on employee performance seems promising.

OTHER HUMAN RESOURCE MANAGEMENT TECHNIQUES

Besides the human resources management techniques flowing from "choice,”
I would also like to discuss other proven (from research or MBRR) techniques such

as the following in our panel discussions:
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2, Participation

3. Feedback
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4, "Excellence” Tools
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5. Job Redesign

Pl

%

6. Organizational Behavior Modification
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g

I would like to relate and analyze the current "state of the art" (from

} - v
S

theory, research, and practice) of these techniques.
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Contingent time off: A nonfinancial
incentive for improving productivity

DIANE L. LOCKWOOD
FRED LUTHANS

EXCESSIVE LABOR cost is unargu-
ably one of the most serious problems
facing ailing industries as well as
those that are losing out to foreign
competition.

Most companies have reacted by
attempting to obtain wage conces-
sions from their employees—the al-
ternative being a complete shut
down. This is a “lose-lose™ strategy
for both the companies and their em-
ployees: The companies either get

Diane Lockwood is an assistant professor
of business at Seattle University. Fred
Luthans is the George Holmes Professor
of Management at the University of Ne-
braska and vice-president of the National

Academy of Management.
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wage concessions and disgruntled
employees or they go bankrupt; em-
ployees either take pay cuts or be-
come unemployed.

There is an acceptable way out of
this dilemma: contingent time off.

What is a CTO plan?

A contingent time off (CTO) plan
is an informal company-employee
contract in which the irm promises
its workers that if they perform at an
agreed upon level, they will receive
an agreed upon amount of time off.
Under the typical CTO plan, employ-
ees are paid the equivalent of an 8-
hour day’'s wage or salary, regardless
of the time it takes to meet the goals
or standards. Importantly, the plan
is aimed at increasing performance

© 1984 AMA Membership Publiostions Division, Americes
Mennge A Al rights d. 0023100584/
0008-0044801.50°0
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or reducing costs at no additional ex-
pense to the company.

Financial incentive plans (profit
sharing, piece rate wages, bonuses,
or commissions) all add to labor costs.
Many companies cannot afford this
luxury. They need to increase their
productivity, but at the same time,
they need to hold the line on costs.
The lose-lose strategy of wage reduc-
tions will not accomplish this aim.
But a CTO plan can be considered a
win-win strategy because the com-
pany gets increased performance at
no extra cost, and the employees get
desired time off and a sense of ac-
complishment.

There are several variations of
CTO plans, but their essential
characteristic is “earned time,” which
allows employees more leisure time
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CTO programs provide a win-win strategy for both employees and
company because they are founded on the basic principle of
rewarding performance in return for improving quality and helping

to lower costs.

e

once agreed upon performance goals
are met. (CTO should not be con-
fused with flexitime systems, which
usually are non-contingently ap-

plied.)

Daily CTO plan

An earned-time approach to CTO
took place in a large manufacturing
plant that employed about 2,000
hourly workers. Production tasks
were performed by non-interdepend-
ent work groups that assembled dif-
ferent kinds of parts. In this opera-
tion, availability of parts was guaran-
teed and did not presenta problem.

The company asked for help in
designing a cost effective piece-rate
system. Market demand for the prod-
uct was high, and the company
wanted to increase output without
hiring additional labor or paying
overtime. After considerable discus-
sion, top management agreed to im-
plement a CTO plan in one of the
work groups that had a particularly
low performance record.

Previous to the CTO plan im-
plementation, the daily production
standard for this group had been 160
units with a ten percent acceptable
quality rate (equal to or less than 16
defective units per 160 produced). In
developing the CTO plan, all work
group members were interviewed.
They felt that 200 units per day was

R R g

a reasonable standard (with appropri-

ate quality) if the entire work group
could leave the work site once this
standard was attained. They also
stressed that parts availability must
be guaranteed. After additional dis-
cussions, the work group agreed that
for every defective unit, three ac-
ceptable units had to be produced
above the 200 standard to make up
for rework costs before the entire
group could leave the work site.
Thus, the contingency contract be-
came: If 200 units were produced at
the agreed upon level of quality, then
the workers would be done for the
day and could leave the plant prior to
the end of their shift.

Within one week following im-
plementation of this CTO plan, the
200 unit goal was attained with an
average quality rating of 1.5 percent
defects (3 units per 200 produced),
and employees were leaving work
after an average of 6.5 hours per day.
In other words, the plan had a phe-
nomenal impact on performance.
The employees wanted no defects.
They complained that the few defects
they had were due to defective
supplier parts and beyond their con-
trol. Despite this type of complaint,
almost all group members were quite
satisfied with the CTO plan. It was
a win-win situation in which the com-
pany received greatly increased pro-
ductivity and improved quality and,

PN A A A R I P P N SR A o

at the same time, employees earned
time off.

Meanwhile contingency plans
were in the process of being de-
veloped in the event that standards
had to be raised due to things such
as new equipment being introduced
or new products being produced.
Plans were also underway for plant-
wide implementation of CTO, but an
unanticipated event occurred—a
transition in which a new general
manager was not supportive of the
CTO concept or its application. His
rationale was: “If our employees can
produce 200 units in six hours, then
they were ‘gold-bricking’ before, and
since we pay them for an eight-hour
day, they should be able to produce
at least 240 units.” In brief, the CTO
contract was broken by this manager
and production fell to 140 units in
the eight hour day; 20 units less than
the original 160 produced before the
CTO plan had been implemented
and 60 units less than they had been
producing in only 6 hours under the
CTO plan. Such a turn of events illus-
trates a classic “boomerang” effect
where the final results were worse
than if the CTO plan had not been
implemented in the first place.

This postscript points out the ab-
solute necessity of making appro-
priate provisions for continuation of
the contingency contract with the
employees in the event of a top-level
managerial transition. If such assur-
ances of support and commitment
cannot be guaranteed, then an or-
ganization needs to seriously con-
sider the feasibility of embarking on
a CTO plan.

Year-end CTO plan

In this type of plan, employees
receive the remainder of the calendar
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year off with full pay when the re-
quired units have been produced at
appropriate quality levels. This took
place in a nonunionized high technol-
ogy manufacturing firm with 1,000
employees; a management-by-ob-
jectives (MBO) program was already
in place. A daily feedback system pro-
vided information on progress toward
goal attainment on big display
boards. Top management deter-
mined that if employees could in-
crease the number of units produced
under the CTO plan by 20 percent
at the same quality over a comparable
period from the previous year, then
the company would improve its pro-
ductivity and also reduce its operat-
ing costs (primarily substantial en-
ergy cost savings when equipment
was shut down for the remainder of
the year). These employees and their
supervisors stood to gain additional
eamed time off with full pay during
the Christmas holiday season.

The two manufacturing groups
within the plant produced different,
but interdependent components of a
single unit. After discussion and
input from relevant parties, manage-
ment planned to require each group
to produce a set number of compo-
nents from August through year-end.
Further, the groups would have to
finish simultaneously so the company
could ship complete units. During a
meeting to introduce this CTO plan,
production workers expressed gen-
eral approval of the idea but with two
major reservations.  First, neither
manufacturing group had control
over the performance of the other.
Since the complex assembly opera-
tions were different for the two
groups, neither could help the other
if they fell behind schedule. Also,
there was not sufficient time to cross-
train workers in both work groups

50 MANAGEMENT REVIEW

before the plan was to go into effect.
Second, they felt that the established
production goal would be feasible
only if they could obtain the neces-
sary parts. In spite of these reserva-
tions, however, both groups decided
to attempt to produce at an average
daily level which would allow them
to have the entire month of De-
cember ofl.

Productivity improved the first
week of the program; they met thei

items as well. 'To remedy these prob-
lewns, management revised the orig-
inal production schedule to require
the affected group 1) assemble an ad-
ditional component to make up the
deficit. Understandably, the workers
were upset by this decision; they felt
they were being penalized for prob-
lemis bevoud their control. Also, to-
ward the end of the project, one of
the manufucturing proups finished
one week ahead 0 the other. The

“A contingent time off plan is an informal pact

between the company and its employees under which
the company agrees to award specific time off if
the workers perform at an agreed upon level.”

progress goal. Giant display boards
showed daily production figures,
fault stickers were used to indicate
sources of problems (for example,
parts shortages, insuflicicnt man-
power). At the hulf-wav point, with
the workers still on schedule to meet
their goal, oue of the components
began to show design defects. This
had to be solved through engincerng
changes. Consequently, one of the
production lines had to be shut down
for two weeks. Doring the redesin,
workers in the aflected jobs did what
they could o keep production of as
many parts  as  they  could o
schedule.

After the sedesign was com
pleted, the parts needed to support
the changes were not mmediatels
available. In addition, acecelerated
assembly of the other compor

parts resulted in shortages for these
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fintshed group bud to continue com-
ing to wourk uutil the other group
finished, and this caused some re-
sentment.

Denspite some of the unforeseen
problems, the end result was that the
company bencfited from 2 20 percent
increase m productivity over the
comparibie period the previous year,
and the employees earned two addi-
tional weeks off with pay plus the
usual company week-long Christmas
holidav although this was a week
less than onemally projected and the
product e wie difterent, the em-
plovees felt very oo ad about the out-
come Quality, v measured by the
pereentare ol assembly errors per
vmp\n\-'v per manth, was already
quite poad about 4 percent) before
the CLO plan and remained at the
same level Ta other words, this CTO
plan Jed to 4w wan outcome for

AENTALVY

o

NN
) X

P2

A
5, 4 G 5 N

P

IO
2

2

ST

S

-,
2 arat

.-

LS

FL> 2Ll

4

&
LA

gy
5

By ® ™ e Ty Y T WY
T SR

e,

S

P

P
PRt D ]
., "y

VA1
e i

‘o



both the company and its employees
in this application.

Reducing sately cosis

A CTO plan was recently applied
to the safety program at Lockheed
Shipbuilding and Construction Com-
pany in Seattle. According to Larry
Smith, the firm’s president, safety
(lost workdays due to accidents plus
related expenses) was costing the
firm $15.15 per $100 of payroll per
year.
A CTO plan was developed for
the safety program whereby if the
employees could reduce safety and
lost-time, injury-related costs down
equal to, or less than, $5 per $100 of
payroll by a specified date, they
would eamn an additional two days on
their regularly scheduled vacations.

The stated safety goal was at-
tained, and the employees received
additional vacation time. The com-
pany documented the cost savings to
be an impressive $4.2 million. This
CTO plan also proved to be awin-win
strategy.

Successful implementation of CTO

Some of the more important con-
ditions relevant to successful im-
plementation of CTO plans are:

Market demand must be suffi-
cient to absorb increased productiv-
ity. In the applications already
discussed, high product demand con-
ditions prevailed, which made it ben-
eficial for the companies to increase
productivity through a CTO plan.
Under adverse demand conditions, a
firm may not be able to sell excess
units produced, which could result
in costly inventory buildups. How-
ever, even if it is not feasible to in-
crease output standards, eamed time
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off can still be awarded on the basis
of quality improvements which save
rework and other costs associated
with poor quality or cost reductions
in areas such as safety. For example,
for every percent decrease in quality
rejection rates, then employees
would earn a specified amount of
time off. Or, for every percent de-
crease in safety costs, then employ-
ees would earn "X’ amount of time off.

Mechanisms must be in place to
ensure quality standards are being
met. Obviously, increasing quantity
of output with CTO is desirable, but
without at least maintaining the same
level of quality, the net result could
be counterproductive. Thus, for suc-
cessful implementation of a CTO
plan, quality must be closely moni-
tored and controlled.

Goal setting and work standards
must accompany the CTO plan. The
specification of realistic goals and
standards is a necessary precondition
for the development of an effective
CTO plan. Admittedly, as those who
have had experience with MBO-type
goal setting programs know, this
often turns out to be an extremely
difficult task for all but the most
routine jobs. Yet, as a way to provide
a method of measurement and effec-
tive feedback to the participants of
the CTO plan, goal setting and work
standards become a necessary but not
sufficient precondition.

Participants must perceive that
the goals and standards are reasona-
ble and the time off is equitable. Con-
siderable research in recent years
suggests that the goals and standards
should be challenging, yet realistic,
in order to be optimally effective. If
CTO participants do not perceive
that the goals and standards are at-
tainable or that the time off rewards
are equitable, then the approach will

4-23

LW W e e

Nl Sad Sl tat selio ek el ui, oty aie a¥. Piu Bte aTy bio die tta Bt Bra 0 L BF 4

have problems. The way to gain the
participants’ acceptance is to allow
them to actively participate in the for-
mulation of the contingency (if-then)
contract.

The attainment of the goals and
standards must be reasonably under
the control of CTO participants. Part
of the CTO plan must include ways
for renegotiating goals and standards
in the event of adverse or unforeseen
conditions beyond the participants’
control (for example, inadequate
parts availability). The dynamic, in-
teractive nature of most of today’s
firms require that these mechanisms
for modification and change be
clearly spelled out ahead of time.

Participants must value earned
time off over other incentives such as
overtime pay. In some industries (for
example, the auto industry), a sub-
stantial portion of an employee’s take
home pay may be obtained through
overtime work. CTO plans assume
employees value time off more than
extra pay. In fact, increased output
under a CTO plan may limit the op-
portunity for overtime work. Then
too, some employees simply value
the inherent nature of work and may
not consider earned time off an incen-
tive.

There must be total commitment
and continued support of the con-
tingency contract. Perhaps the great-
est problem CTO plans encounter is
the “time clock hang-up,” the notion
that pay is based on hours worked,
rather than on performance. Man-
agement, unions, and the general
public are all susceptible to this kind
of rationality. Just as with any other
innovative program, CTO should
only be tried by those organizations
and their top management who are
willing and able to devote the neces-
sary time, resources, and, perhaps
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most important, belief in the premise
of CTO. In the first application exam-
ple discussed, there was a failure to
make adequate provisions to insure
continued commitment in the event
of top management turnover. The
contingency contract must be care-
fully protected in the change-over of
management personnel to avoid the
disastrous eflects of reneging on the
contract as happened in the example.

In unionized organizations, their
involvement and support must be se-
cured. Many organizations have
clauses in their union contracts which
could prohibit or constrain a CTO
plan. Unions, however, may be very
receptive to CTO, particularly in
light of current economic conditions,
in lieu of wage concessions. At any
rate, union representatives should be
invited to participate in the initial
planning stages and in any sub-
sequent renegotiations of goals or
standards that should arise.

If the task requires coordination
among interdependent work groups,
then all such groups must be included
in the CTO plan. In the second appli-
cation example, employees in the en-
gineering and purchasing support
groups were not covered under the
CTO plan. Thus, when the design
broke down and the parts were not
available, there were no incentives
for these interdependent groups to
provide the necessary support to get
production back on schedule. Incen-
tives should also be worked out with
suppliers to insure adequate and
timely availability of parts.

CTO is not compatible with man-
datory staffing requirements over a
specified period of time. For exam-

- ple, some government offices are le-
gally required to be open a specified
number of hours each work day. If
employees in such a setting were

52 MANAGEMENT REVIEW

under a typical CTO plan, then they
would leave the work site after meet-
ing necessary goals/standards. To get
arovnd this potential problem, a
“time bank” variation could be used.
Under the time bank plan, CTO par-
ticipants could store or accumulate
time off credits. Then the partici-
pants could use these credits on an
alternating basis or as staffing needs
permit.

Frequent, preferably daily, feed-
back on progress toward goal/stand-
ard attainment and time earned must
be provided. The contingent link be-
tween performance and reward is
greatly enhanced when objective
feedback is provided as immediately
as possible. Even if the CTO plan
does not call for earned time off on
a daily basis, the participants should
still receive daily reports on progress
toward goal attainment and the
amount of time off credits earned to
date. It is becoming increasingly
clear that the length of elapsed time
between performance and reward in
most incentive systems, such as profit
sharing plans, is much too long for
employees to perceive a strong link
between performance and reward.
This linkage, of course, is the very
essence of the successful implemen-
tation of CTO.

Guidelines for successful im-
plementation. Besides the recogni-
tion of general conditions needed for
successful implementation of CTO
plans, there are also a few brief
guidelines that can help in the actual
application process:
® Consider hiring a consultant who
is familiar with potential problems to
assist in the design and implementa-
tion of a CTO plan, even though pri-
mary responsibility for development
and application must rest with the
organization itself.
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® Once a decision has been made
to adopt a particular CTO plan, ad-
vise participants on its features,
mechanics of operation, and benefits
to both the company and themselves.
® Since both management and par-
ticipant commitment to the CTO
plan is critical to its success, taking
an actual vote on the CTO plan may
help.
® Establish a trial period for the
CTO plan which alleviates every-
one's concerns about the reality of
the goals/standards set and that man-
agement will deliver time off as
promised. At the end of the trial
period goals and standards may be
reviewed and renegotiated.
® Periodic review dates should be
established to keep all participants
informed and to solicit input regard-
ing potential problems and solutions.
As with any incentive system,
CTO must be “tailor made™ to fit each
organization’s needs and constraints.
Earned time off, for example, can be
structured on an organization-wide,
group, or individual level. The time
off can also be allocated on a daily,
weekly, monthly, or annual basis. A
system of time bank credits for future
withdrawals can be devised. Credits
can also be given or taken away based
on absenteeism or error rates. In
short, there is a cafeteria of options
available to structure CTO plans. The
plans will vary depending on the
company, conditions in the internal
and extemal environment, financial
constraints, nature of the task, and
the employees involved. .
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In this article, the authors present an expanded model of organizational behavior
modification that incorporates insights from social learning theory.

This new approach draws from interaction among situation,
person, behavior, and consequence components.

A Social Learning Approach

To Behavioral Management:

Radical Behaviorists
‘Mellowing Out”

Robert Kreitner
Fred Luthans

ge adage that “there is nothing as practical as

a good theory” seems particularly relevant to
the management of human resources in to-
day’s organizations. A good behavioral the-
ory can help contemporary managers solve
productivity problems, meet the challenge of
foreign competition, and prepare subor-

dinates for dramatic changes in the work-
place now and in the future. Unfortunately,
the theorizing about organizational behavior
to date has produced a confusing array of
normative prescriptions and techniques that
fragment rather than integrate managers’ ap-
proaches to getting the most out of their peo-

© 1984, Periodicals Division, American Management Association. All rights reserved.
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Kreitner has conducted many management train-
ing and development sessions pertaining to
organizational behavior modification, human
resources management techniques, and wellness/
stress management for a wide variety of or-
ganizations, including U.S. Steel, Honeywell,
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ple. Instead of a general understanding of hu-
man behavior in organizations, managers
have a diffuse collection of competing and of-
ten contradictory theories. Today's perfor-
mance-conscious managers need practical
theories of organizational behavior: theories
that provide answers as well as approaches
and techniques that work.

Today, most large companies and an
increasing number of organizations in the
nonprofit sector have devoted considerable
time and resources to general approaches to
executive development, socialization, and or-
ganization development. Where they have
been carefully implemented, these efforts
have had a positive impact. Yet the results are
usually substantiated with vague observa-
tions (“improved climate,” “people seem to get
along better,” or “we now work as a team”)
rather than with hard facts about improved
quantity and quality of work or decreased
absenteeism and tardiness. A practical theo-
retical framework and specific behavioral
change techniques that can be used at all
levels in all organizations are missing from
most existing human resources management
programs. This article presents such a frame-
work, together with specific techniques that
managers can use to change their people’s and
their own performance behaviors.

Towarp A More Practicar THeoORrY OF
OrGaNi1zATIONAL BEHAVIOR

We are said to be living in an age of synthesis,
a time when emphasis has shifted from
analyzing isolated details to studying the
whole picture. Although we have learned a
great deal by taking things apart and analyz-
ing them, much remains to be understood
about complex interrelations in phenomena
such as the human body, organizations, and
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ecosystems: for example, it is difficult to fully
appreciate a day at the beach by staring at a
single grain of sand. There comes a time in ev-
ery discipline when essential pieces of infor-
mation need to be synthesized into meaning-
ful wholes. Many areas of management have
already moved in this direction: strategic
planning, manufacturing-resources planning,
and career planning are some examples. Un-
fortunately, human resources management
lags in this regard; a bits-and-pieces approach
and contlicting models are still commonplace
in this held.

An overview of the conceptual de-
velopment of organizational behavior quick-
ly reveals that analysis has been emphasized
to the near exclusion of synthesis. As indi-
cated on the right-hand pendulum of Exhibit
1. traditional motivation theories have long
been preoccupied with a host of complex in-
ternal causes of behavior such as needs, satis-
faction, and expectations. Then, about a de-
cade ago. we suggested a significantly
different model of organizational behavior
carrying the label organizational behavior
modification (O.B. Mod.). This alternative
perspective was anchored in B. F. Skinner's
technology of operant conditioning and his
underlying philosophy of radical behavior-
ism  The original conceptualization of O.B.
Mod. was to make specific, on-the-job be-
havior occur more or less often by systemati-
cally managing antecedent conditions (that
serve to cue the target behavior) and/or by
manaying contingent consequernces that serve
to encourage or discourage repetition of the
target behavior. Unlike the then popular
motivation theonies that dealt with unobserv-
able internal states, the external O.B. Mod.
approach suggested that managers should fo-
cus on actual behavior and on factors in the

environment that controlled behavior.
Both the internal and external the-
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ories of organizational behavior have made
contnibutions to understanding and manag-
ing employees. Those who wish to manage
employee behavior need to consider relevant
cognitive processes such as expectations and
attributions in addition to such internal states
as needs and satisfaction. Similarly, behavior
and its environmental cues and consequences
should be considered But because internal
and external theorists alike have focused too
much on analysis and not enough on synthe-

sis, a reahistic picture ot employce behavior
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Exhibit 1

Concepruar Penpurum ofF ORGANIZATIONAL Benavior

-

Social
Learning Theory

Behavior is a tunction ol
| internal and external cues
and consequences and

\\ cognitive mediation P

—————————— == -

\\ Reciproc i ,‘

N determinism ’
~ -
S o - -
moderate
—_ I i
low | 1 high

Degree of emphasis on intemal states and processes
when explaining job behavior

still has not emerged. Neither the internal nor work for improved human performance at

Ctataala’ll

the external perspective, taken alone, gives a work.
complete picture of why employees behave as
they do; more important from a managerial
standpoint, neither provides adequate guide-
lines for improved performance at all levels of

modern organizations. This is why social

In taking a social learning perspec-
tive, we are not abandoning objective, ob-
servable behavior as the primary unit of anal-
ysis. However, cognitive processes that result
in expectations, self-evaluative standards,

e e c.cag EE

learning theory, the middle position in Ex-
hibit 1, provides both an academically sound
framework for research and a practical frame-

50

and causal attributions will be used to explain
how employee behavior is acquired and
maintained. Covert (or internal) cues, be-
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havior, and consequences all play an impor-
tant role. It is our hope that the social learn-
ing approach will lead to a comprehensive
understanding and better practical control of
today’s human resources. Before exploring
the particulars of this new approach, how-
ever, a brief review of the OB. Mod. ap-
proach is necessary.

Contrisutions of O.B. Mob.

Organizational behavior modification (also
known as appiied behavior analysis and or-
ganizational behavior management) seems to
have had a considerable impact on human re-
sources management during the past decade.
O.B. Mods primary contributions are (1) em-
phasis on observable employee behavior; (2)
recognition of the impact that contingent con-
sequences have on performance; (3) recogni-
tion that positive reinforcement is more effec-
tive than punishment when managing em-
plosees; and (4) a demonstrated, causal effect
on the bottom-line performance of employees
working in a wide variety of organizations.

Behauior Is the Key

By making instances of behavior the primary
units of analysis, O.B. Mod. has encouraged
human resources managers to deal with
something they can see, record, and later use
to measure progress. Managing behavior is
much more useful than dealing with inferred
internal states, when the aim is to improve the
quantity and quality of work. For instance,
which of the following managers has a better
chance of affecting job performance: man-
ager A, who says, “Joe has a bad attitude; he

better shape up or ship out!” or manager B,
who says, “Joe has failed to use the new com-

puterized work station for six different tasks
this week”? By pinpointing a specific be-
havior problem, manager B has the compara-
tive advantage. This behavioral orientation is
gaining popularity in other areas as well. For
example, behaviorally anchored rating scales
(BARS) are recommended for performance
appraisal.

Consequences Influence Behavior

The basic premise of O.B. Mod. has been that
behavior is a function of its consequences. For
managers preoccupied with cognition (inter-
nal processes connected with needs, valences,
or expectations), the notion of focusing on
contingent environmental consequences to
explain behavior is quite foreign. Yet every-
day experience confirms the influence of con-
tingent consequences. For example, busy ex-
ecutives give difficult assignments to their
best people because they want quick 1esults
These overworked middle managers scon
learn that being a go-getter doesn't pay ott. so
they cut back. A manager familiar with the
relationship between consequences and be-
havior would realize that the assignment of
extra work is punishing rather than reintorc-
ing and may bring about a decline in pertfor-
mance.

Behavior that is reinforced either
positively (something desirable is presented)
or negatively (something undesirable is with-
drawn) tends to be repeated. On the other
hand, behavior that is ignored or punished
(something undesirable is presented, or some-
thing of value is withdrawn) tends to be
replaced by behavior that pays off. As the
previous example of the go-getter illustrates,
the haphazard management of behavioral
consequences can detract from rather than
improve job performance and goal at-
tainment.
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Taking a Positive Approach

How can we improve employees’ perfor-
mance as well as enhance their dignity and
feeling of self-worth? O.B. Mod's method is
to increase desirable behaviors (those that
contribute to goal attainment) with positive
reinforcement instead of decreasing undesira-
ble behaviors (those that diminish goal attain-
ment) with punishment. Positive reinforce-
ment, a term rarely heard in executive
boardrooms and management circles a de-
cade ago, has become a widely known tech-
nique. Popular books like In Search of Excel-
lence and The One Minute Manager, which
extol the virtues of positive reinforcement,
have been labeled mandatory reading by en-
lightened executives.

Desirable and undesirable behavior
{for example, being prompt versus being
tardy) are reciprocal sides of the same coin;
only one side can show at a time. The man-
ager who positively reinforces desirable be-
haviors among employees eventually achieves
the same performance improvement that the
punitive manager seeks, but without the ero-
sion of trust and goodwill and without any
attendant fear, suspicion, and revenge.

4-31

One does not have to go far to un-
cover horror stories about punitive managers.
For instance, a field sales representative re-
cently told us how his manager had tried to
“motivate” people by making the low scller
for the month take home a live goat for a
weekend. The implication was that the lag-
gard was “goat of the month” and the hope
was that the unfortunate employee, embar-
rassed by questions from neighbors and rela-
tives, would be bullied into improved perfor-
mance. Of course, the manager’s punitive
approach precipitated mistrust and turnover
but failed to improve sales. Taking an O.B
Mod. approach, the sales representative con
vinced his boss to institute a pilot program of
positive reinforcement {a small cash bonusi
for a specific behavior (calling the otfice three
times a day). Significant positive results were
achieved immediately. A desirable side-effect
was that people felt better abaut themselves,
their boss, and the company.

Impact on Performance Behaviors

Unlike most approaches to human resources
management, O.B. Mod. has been demon-
strated to have a causal impact on the perfor-
mance behaviors of employees in a wide vari-
ety of organizaticns. Starting with the widely
publicized Emery Air Freight experience,
there have been a growing number of
reported successful applications of O.B. Mod.
Some of these reports are based on anecdotal
or testimonial evidence - for example, the
Emery Air Freight experience and most of the
applications described in the recent Hand-
book of Organizational Behavior Manage-
ment — but sophisticated research also shows
the impact of O.B. Mod. in areas such as em-
ployee productivity, absentecism, tardiness,
safety, and sales.

Along with a number of colleagues,
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we focused our own research in the past ten
years on the application of O.B. Mod. in
manufacturing plants (small, medium, and
large), retail stores, and hospitals as well as
on a number of individual managers using
self-management at every level in many kinds
of organizations. Using such experimental de-
signs as control groups, reversal, and multiple
base lines, we found that O.B. Mod. had a
dramatic, positive impact on the quantity and
quality of output in manufacturing plants, on
the sales performance and absence from the
work station of department store clerks, and
on a host of hospital performance measures,
both medical (procedures accomplished, pa-
tient throughput, retake rates, posting or fil-
ing errors) and nonmedical areas (average
time to repair, product waste, time to admit,
and systems log-on time).

Experimental research studizs have
shown that executives using self-management
techniques can deliberately alter their own be-
haviors in the areas of notifying someone
when leaving the office, depending upon the
boss to make decisions, spending time on the
phone, filling out daily expense forms, writ-
ing a plan, following a plan, reducing stress,
processing paperwork, and meeting dead-
lines. It has been amply demonstrated that
O.B. Mod. does improve performance at
different levels and in different types of or-
ganizations.

Limitarions oF THe O.B. Mob. MobpeL

Although the O.B. Mod. model produces
positive results, it does have two limitations:
(1) it excludes important cognitive processes;
and (2) it does not treat the influence of an-
tecedents on behavior. The first limitation
much more than the second has led critics to
call O.B. Mod. mechanistic and to question

4-32

its long-term value as a realistic approach to
human resources management.

Exclusion of Cognitive Processes

According to Skinner, the search for inner
causes of behavior merely distracts one from
identifying the environmental factors that are
actually responsible for directing, shaping,
and altering behavior. On the other hand,
cognitive theorists insist that any theory of
human behavior is deficient if it does not take
into account a person’s unique ability to
remember, anticipate, and symbolize. After
all, they argue, we are not empty-headed au-
tomatons blindly reacting to environmental
stimulation. We perceive, judge, and choose;
hence any approach to behavioral manage-
ment should take these cognitive processes
into account.

Ignored Antecedents of Behavior

Unlike the first limitation, the second limita-
tion has been pinpointed by O.B. Mod. advo-
cates. They note that environmental conse-
quences have been emphasized to the near
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exclusion of antecedents or cues. In the origi-
nal formulation of O.B. Mod., we used the
three-term contingency, A = B — C (antece-

dent leads to behavior leads to consequence)
to assist the manager in analyzing employee
behavior. The antecedent in this model serves
as a cue prompting the person to behave in a
given way. Yet the behavior is still a function
of its contingent consequence. But antece-
dents cue specific behavior through their as-
sociation with contingent consequences.
When walking down the hall at work, for ex-
ample, we stop to chat with those who say
things that please us and avoid those who are
unpleasant. All things considered, antece-
dents deserve much more attention because
they exercise potent feedforward control over
a great deal of employee behavior. Extending
O.B. Mod. with sacial learning theory over-
comes these limitations of our model.

SociaL LearNiNG Tueory

When Albert Bandura, Stanford's noted be-
havioral psychologist, was conducting his pi-
oneering experiments on vicarious learning,
he became convinced that cognitive function-
ing must not be overlooked in explaining
complex human behavior. He observed that
mental cues and memory aids help people
learn and retain behavior more efficiently
than trial-and-error shaping. This challenged
operant conditioning as well as radical be-
haviorism. A practical example of Bandura's
position is the salesperson who relies on a
mental image of an apple to remember Ap-
plegate, the name of a prospective client. In
Bandura's view, this way of learning is more
efficient than rote memorization of clients’
names in a structured training session. But,
unlike the radical cognitive theorists, Ban-

54 duragives a great deal of weight to the impact
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of environmental cues and consequences on
actual behavior. Bandura and others such as
Michael Mahoney, Donald Meichenbaum,
and Walter Mischel have formulated social
learning theory, a theory of behavior that
takes into account intrapersonal and environ-
mental determinants.

The notion that behavior is a func-
tion of both personal and environmental fac-
tors appeared in original formulations of the
social psychology of Kurt Lewin and others.
Today's social learning theorists, however,
stress that behavior itself (ignored by tradi-
tional social psychologists) as well as cogni-
tive processes and environmental factors are
reciprocal determinants. This describes a dy-
namic relationship in which the person nei-
ther mechanistically reacts to environmental
forces nor exercises unrestricted free will. In
the social learning approach, people in-
fluence their environment, which in turn in-
fluences the way they think and behave. Ex-
hibit 2 is a summary model of the dimensions
and relationships of social learning theory

(SLT).

Definition of Social Learning

Social learning refers to the fact that we ac-
quire much of our behavior by observing and
imitating others within a social context. This
is not a one-way flow of influence. According
to social learning theory, people’s behavior
and environment influence each other. For ex-
ample, at a societal level we are held account-
able for obeying unpopular laws uatil we
elect officials who will repeal or amend them
(the military draft), practice civil disobe-
dience in order to influence legislators to
change laws (Civil Rights Movement), or rise
up in revolt (the Boston Tea Party). Inherent
in this complex social equation is the recipro-
cal influence of our behavior, our cognitive
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Exhibit 2
A Basic MobeL of SociaL LearninGg Tueory

Symbolic processes

Symbolic verbal/mental
representations of reality help
guide behavior

/

BEHAVIOR -«

Vicarious learning
Most complex behavior is

acquired by directly observing ] » ENVIRONMENT

and imitating others in a

PERSON

Self-Control

People control their own behavior
to the extent that they rely on
cognitive supports and manage

relevant environmental
cues and consequences

\

social environment

processes, and our social environment.
Sometimes individual behavior prevails; at
other times the environment prevails. Mean-
while, people perceive, judge, choose, and ex-
ercise a measure of self-control.

For modern managers who are dis-
enchanted with traditional behavioral the-
ories, Bandura's portrayal of SLT is particu-
larly helpful because it improves on popular
work motivation theories and extends oper-
ant learning theory. Although traditional
work motivation theories (like Abraham
Maslow’s needs hierarchy) do address the em-
ployee’s need for social interaction, they fail
to explain the nature of that interaction. SLT
improves upon the traditional theories by as-
signing a prominent role to vicarious or ob-

servational learning. Similarly, SLT extends
the operant model of learning — what we have
called the external approach — by explaining
how the individual processes environmental
stimuli. This helps us understand why similar
employees in similar situations often behave
quite differently; the operant model is limited
in its ability to explain such variations.
SLT also is quite different from
work-motivation and operant-conditioning
theories because it gives attention to three im-
portant processes: vicarious learning or
modeling, symbolism, and self-control. By
understanding the roles these three processes
play in the reciprocal triangle illustrated in
Exhibit 2, managers can begin to appreciate
how social learning theory integrates the in-
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ternal and external approaches ir. a way that
translates into improved techniques for man-

aging human resources.

Effectiveness of Modeling

Vicarious learning and observational learn-
ing are alternative labels for the modeling
process of acquiring new behavior within the
SLT framework. When compared with tedi-
ous operant shaping whereby someone is sys-
tematically reinforced for approximating a
desired behavior (a machine operator is com-
plimented by the supervisor for getting pro-
gressively closer to tolerance), modeling is
much more efficient. Complex behavior can
be learned quickly through this process. In
fact, organizational participants, especially
in the executive and managerial ranks, proba-
bly acquire far more behavior by observing
and imitating behavior models than by trial-
and-error shaping. Research shows that peo-
ple tend to imitate models with whom they
personally identify (consider the use of out-
dated training films). Moreover, modeled be-
havior that pays off with a desired conse-
quence tends to be readily imitated (consid-
er a "do-as-l-say, not-as-I-do” management
style). There is also evidence that modeling is
valuable in teaching sales techniques and
other skills that were traditionally believed

to be intuitive or to stem from years of
experience.

Use of Symbolism

According to SLT, verbal and mental sym-
bolism helps people to organize and store
convenient representations of reality. For in-
stance, the mnemonic phrase “red —right —
returning” has reminded generations of
sailors that vessels returning to port from sea
should keep the red buoys on their right-hand
side to avoid running aground. Furthermore,
it is more efficient and in some cases safer to
imagine solutions to problems and to antici-
pate consequences to actions than to ex-
perience everything firsthand. For today's
harried executives, imagining the consequen-
ces of a stressful and unhealthy life style and
taking appropriate preventive steps is cer-
tainly a better solution than experiencing a
heart attack. Values, goals, beliefs, and rules
are convenient symbolic guideposts for ap-
propriate behavior. With this information,
executives are challenged to systematically
and proactively manage their own and others’
symbolic coding and processing rather than
simply to leave matters to reaction and
chance.

Role of Self-Control

According to SLT, people can control their
own behavior if they can cue it, support it,
and reward or punish it. In other words, to
the extent that we can manage our environ-
ment and cognitive processes, we can manage
our own behavior. For example, an over-
weight manager who is tempted to eat a
between-meal snack might think of how nice
a new, smaller outfit would look and feel.
And eliminating all snacks from the immedi-
ate work area or offering only low-calorie
ones would be a helpful way of altering the

4-35

A LI S SIS AL i A Pa T o Col LV AT A Ay

P

%
A

o

L

LY,

v~y
LA

TS B



D s s

DO L o

hEhAbAG Uy Satibehefl bt nbat LRSS sty unsty
B

environment. Eventually, when the weight
goal is reached, purchasing and enjoying the
new outfit will be very rewarding.

Beyond the O.B. Mod. Model

As stated earlier, the original model for O.B.
Mod. utilized the A = B — C contingency. In
this operant paradigm, environmental antece-
dents (A) were said to cue behaviors (B) that
were then followed by positive or negative
contingent consequences (C) in the environ-
ment. Then, according to the law of effect, a
supportive, positive environment increased
the frequency and magnitude of behavior
whereas unsupportive, negative consequen-
ces discouraged behavior. In this model we
characterized effective behavioral manage-
ment as the appropriate arrangement of sup-
portive environmental antecedents and con-
sequences.

Now, by merging the time-honored,
cognitive situation-organism-behavior con-
tingency (S-O-B) with the operant A-B--C
contingency, we have derived an S++O+B+C
model. This expanded model for O.B. Mod.
(shown in Exhibit 3) clearly reflects the in-
fluence of social learning theory because of
the interaction among the situation, organ-
ism, behavior, and consequence components.
A one-way, linear flow of influence lacks the
dynamic interaction emphasized by SLT. It is
important to recognize that even in this ex-
panded model, overt behavior remains the
primary unit of analysis, but the mediating
effects of cognition along with covert cues,
behavior, and consequences are now taken
into consideration.

In Exhibit 3, three cognitive mediat-
ing processes are listed under the Organism
portion of our expanded O.B. Mod. model.
These are goal acceptance/rejection, expecta-
tions, and causal attributions. Because each
of them serves as a highly personalized
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gatekeeper that determines which cues and
consequences will prompt which particular
behavior, and because they were not part of
the original O.B. Mod. model, we will exam-
ine them closely.

Goal acceptance/rejection. Goals
and goal setting have been a central feature of
management theory and practice since Peter
Drucker coined the term "management by ob-
jectives” (MBQ) 30 years ago. Researchers like
Edwin Locke have proved time and again that
people who have goals or objectives (prefera-
bly difficult and measurable ones) consis-
tently outperform those who have no goals
and those who are instructed to do their best.
Nevertheless, conflicting research findings on
goal setting still crop up, and MBO is known
as both a failure and a success. From a be-
havioral perspective, a major stumbling block
for MBO programs may be goal rejection at
the individual level. An imposed goal, no
matter how well conceived, is the property of
the organization until the individual per-
sonally adopts it. To date, the most popular
prescription for encouraging members of an
organization to accept its goals is to have
them help set the goals. Therefore we have in-
cluded opportunity to participate in goal set-
ting as a goal cue under the situation portion
of the 5-O-B-C model (the expanded O.B.
Mod. model).
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Expectations. Largely due to the pop-
ularity of Victor Vroom's and Lyman Porter
and Edward Lawler's expectancy models of
work motivation, the concept of expectations
is fairly well established in the behavioral-
management literature. In terms of probabili-
ties, expectations vary from a low of zero (no
chance) to a high of one (virtual certainty).
Expectations influence how managers behave
and make decisions (e.g., “Will I get a bonus
this year so [ can buy a new car?” "How will
the new electronic office system affect my
job?” "Will the new director of personnel sig-
nificantly change our staffing or training
policies?”).

Expectancy motivation theorists
carefully distinguish between effort-perfor-
mance expectations and performance-reward
expectations. Taking a social learning per-
spective, Bandura has labeled the former type
efficacy expectations and the latter type out-
come expectations. For example, salespeople
have high efficacy expectations if they firmly
believe that they are capable of closing an im-
portant sale and high outcome expectations if
they believe that closing an important deal
will lead to desired rewards like pay raises or
promotions. Thus, high efficacy and outcome
expectations are prerequisites for effective
employee performance. The S-O-B-C model
is intended to help managers to systematically
understand and use such expectancies instead
of considering them out of context or ignor-
ing them altogether.

Causal attributions. It is becoming
increasingly clear that people have self-
serving cause-and-effect models in their
heads which greatly affect the way they be-
have. Common experience and rescarch show
that people tend to attribute successes to their
ability ("I solved the problem with the new
data processing program”) and/or effort (“]
worked hard to get the new system im-

plemented”) and failures to their bad luck
(“Murphy’s Law was in operation”) and/or
task difficulty (“there’s no way to work out
the bugs in this crazy program”). People who
generally attribute success and failure to their
own actions have an internal locus of control;
those with an external locus of control gener-
aliy attribute success and failure to factors be-
yond their control. Of course, differing attri-
butions will affect how employees interpret
and respond to cues. For example, a training
film demonstrating how to use a microcom-
puter would probably be imitated more read-
ily by a person who believes that ability is the
key to success than by one who believes that
success depends uvpon luck. Like goal ac-
ceptance/rejection and expectations, causal
attributions are subtle but powerful cogni-
tive gatekeepers that facilitate or hamper
$-0O-B-C reciprocation.

New O.B. Mob. TeCcHNIQUES FOR
IMPrROVING PERFORMANCE AT WORK

The insights gained from social learning the-
ory and the S-O-B-C model will be used to
examine some specific, new O.B. Mod. tech-
niques for improving performance at work:
feedforward control, feedback control, and
self-management. Although elements of self-
management could be subsumed under feed-
forward and feedback control, selt-
management deserves separate attention be-
cause it is a cornerstone of the social learning
extension of O.B. Mod.

Feedforward Control and Management
of Employee Behavior

Managers have two ways to turn plans into
action: (1) they can wait for problems to arise
and then try to correct them (a reactive ap-
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proach); or (2) they can anticipate problems
and take preventive action (a proactive ap-
proach). Feedback control is the term com-
monly applied to the first approach; the sec-
ond approach can be labeled feedforward
control. Feedforward control is acknowl-
edged to be the better approach because it en-
courages managers to act in anticipation of
rather than in response to a problem. Feedfor-
ward control makes it easier to prevent
grievances, equipment breakdowns, and
defects in goods or services. In the expanded
O.B. Mod. approach, managers can exercise
feedforward control over employee perfor-
mance by systematically managing goal cues,
social cues, and task and structural cues (see
Situation in Exhibit 3). A supportive situa-
tion will increase the chances that the job will
be done right the first time.

Goal cues. Employees with chal-
lenging and measurable goals tend to outper-
form those without goals. Social learning the-
orists have pointed out that a personal goal
serves not only as a target for performance
but also as a basis for assessing progress. Un-
fortunately, personal goals and organiza-
tional goals in complex organizations are of-
ten at odds with one another. This means that
organizations must impose at least some

goals on employees. Consequently, participa-
tion in goal setting is important because it in-
creases the chances of goal acceptance.
Managers and executives should encourage
their people to set their own performance
goals and accept imposed goals by having
them participate. If these personal or par-
ticipative goals are measurable in behavioral
terms, they will serve as the focal point for the
entire S-O-B-C process.

Social Cues. Because members of
organizations acquire much of their behavior
by observing others (social learning), man-
agers can ensure that these people are exposed
to constructive rather than destructive be-
havior models. Transferring a potentially
productive employee away from the influence
of troublemakers is an obvious way of rear-
ranging the social cues. More formal feedfor-
ward control of employee performance can be
achieved by incorporating modeling into
training programs. Training programs based
on observation of behavior models, struc-
tured practice of specific behaviors, and posi-
tive reinforcement for successful imitation
have proved much more effective than lec-
tures or discussions.

Every manager is a powerful be-
havior model for subordinates, regardless of

“A unigue contribution of social learning theory
is its emphasis on self-management. This
bottom-up approach stands in marked

contrast to our conventional, top-down

theories of management.”

4-39

- » - - ~ ’ ;
BTt T Y T 0 N

PIES P RS B

A TR

faa-Jhacite gva gt dite' e gl plaptay At e “a fotat *all AN S MRRa Sak el L V2S00 Pat PAR Pl Sab SRS



v ¥ X K

ryw

- W W

o e e e
B O e o N Y Yo

XY YO T R T R O

his or her intentions or desires. “Do-as-1-say,
not-as-I-do” managers need to learn the truth
of the American Indian lament: “What you
do speaks so loudly that I cannot hear what
you say” Executives and managers influence
subordinates when they exercise authority,
leadership, and power. A manager who smokes
while leaning against a no-smoking sign but
tries to enforce smoking policies loses credi-
bility. High-level Japanese managers who roll
up their sleeves and pitch in when necessary
understand the value of a “dc as-I-do”
approach.

Task and structural cues. A healthy
measure of feedforward control can be exer-
cised by making sure that employees have a
clear idea of what is expected of them. In ad-
dition to measurable objectives, clear and
concise job descriptions can get employees
headed in the right direction. Beyond that,
the motivating potential of the work itself can
be enhanced through progressive job design.
As researchers have pointed out in recent
years, meaningful jobs that offer a sense of
personal responsibility and knowledge of
results tend to cue better performance than do
fragmented, boring, and repetitious jobs.
Moreover, as it has been forcefully pointed
aut by the best-selling book, In Search of Ex-
cellence, employees who desire creative lati-
tude will respond more favorably to fluid and
flexible organic structures than to rigid,
bureaucratic, mechanistic structures.

Maintaining and Improving Behavior
through Feedback Control

The influence of social learning in the ex-
panded O.B. Mod. model is clearly evident in
the preceding discussion of feedforward con-
trol. Social learning places much emphasis on
situational cues. These cues prompt desirable
behavior by enhancing goal acceptance, rais-
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ing efficacy and outcome expectations, and
personalizing causal attributions. On the
other hand, feedback control reflects the in-
fluence of Skinner's operant conditioning,
which emphasizes that behavior is a function
of its consequences. Feedback control of em-
ployee behavior involves the systematic
management of consequences.

Four primary sources of consequen-
ces are listed in the consequence portion
of Exhibit 3. Success, positive reinforce-
ment from relevant others, self-reinforce-
ment, and constructive performance feed-
back all strengthen behavior. Similarly, be-
haviors that fail or that are punished or ig-
nored by relevant others, self-punished, or
followed by negative or inadequate feedback
on performance are weakened. Managers are
challenged to arrange, within an S-O-B-C
framework, a supportive consequence cli-
mate for productive behavior. Good inten-
tions are insufficient, and productive be-
havior that is ignored or not rewarded
eventually gives way to counterproductive
behavior that has more immediate payoffs for
the individual. Kenneth Blanchard and
Spencer Johnson, in The One Minute Man-
ager, underscore positive reinforcement in
managing behavior when they say, "catch em-
ployees doing something right” This is feed-
back control through positive reinforcement.

The Use of Self-Management

A unique contribution of social learning the-
ory is its emphasis on self-management. This
bottom-up approach stands in marked con-
trast to our conventional, top-down theories
of management. Managing has traditionally
been conceptualized and practiced as some-
thing a superior does to an organization, a
group, or a subordinate. The attention that
leadership theories have received throughout
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the years clearly shows the entrenchment of
this top-down bias. Even the so-called demo-
cratic or participative leadership styles fail to
break out of the top-down rut because they
imply that management lets subordinates
participate only if and when it is convenient.

The S-O-B-C model is an alterna-
tive: it includes a system of cues, cognitive
processes, and consequences that help people
manage their own behavior. We believe that
self-management is the most efficient form of
management because it precludes the need for
costly, close supervision. With this in mind,
let'’s take a closer look at the ways that
managers can use self-control cues, self-
management processes, and self-reinforce-
ment/self-punishment.

Self-control cues. Members of or-
ganizations can do a number of things to cre-
ate a physical/social environment that cues
their own desirable behavior and discourages
unwanted behavior. This environmental plan-
ning can take the form of one or a combina-
tion of the following techniques.

1. Self-observation data: By observ-
ing and recording how often a target behavior

occurs, a participant can accomplish two
things: (1) obtain an objective measurement
of the behavior, and (2) formulate a self-
management plan. For example, a manager
who is always “putting out fires” and never
seems to get anything done might find it in-
structive to keep track of interruptions by
unscheduled phone ralls. Hard data would
permit an objective assessment of the prob-
lem and provide a rationale for schedule ad-
justments.

2. Stimulus removal: This self-
management technique involves the removal
of cues that prompt unwanted behavior. For
instance, an engineer who is given to day-
dreaming may find it helpful to remove pic-
tures of family members or favorite vacation
spots and other distracting stimuli from the
work area.

3. Selective stimulus exposure: In-
stead of eliminating a disruptive cue from the
environment, one can fall back on selective
exposure. A manager who is disrupted by
unscheduled visits because of an unrestricted
open-door policy, for example, might trim
the open-door period to a stated hour in the
morning and in the afternoon. Similarly, dis-
ruptive phone calls can be channeled through
a secretary or an answering device.

4. Self-contracts: A self-contract is
an if-then deal with oneself. For instance, an
executive might hold off working on a
preferred project until a less preferred one is
completed. Self-contracts and personal goal
setting go hand in hand.

Self-management processes. From a
social learning perspective of O.B. Mod. there
are four cognitive processes that can facilitate
self-management.

1. Strategies for achieving goals:
Goal setting is a recognized prerequisite of ef-
fective management, but strategies and ac-
tion plans need to be formulated if goals are
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to become reality. Managers at all levels can
enhance their self-management skills by sys-
tematically considering strategies and for-
mulating action plans aimed at accomplish-
ing their self-improvement goals.

2. Symbolic coding: Visual and ver-
bal codes can help people remember things of
importance. A mental image of a newspaper
picture showing someone injured, for exam-
ple, could serve as a reminder to take out ad-
ditional employee accident insurance. As a
verbal code phrase, like “Monday/Fun day”
might remind a manager who is driving home
on Friday to file a budget request on Monday.

3. Rehearsal: Whether covert or
overt, rehearsal of desired behavior prepares
managers to deal with unfamiliar situations.
It is no accident that successful salespeople
anticipate customer questions or complaints
and mentally rehearse replies. Practice, both
in one’s thoughts and in reality, is a corner-
stone of successful selling and other crucial
management skills (dealing with problem em-
ployees, or selling middle managers on a new
idea).

4. Self-instruction: Cognitive sup-
ports in the form of self-instruction can help
managers do the right thing at the right time.
Many stress-management programs encour-
age executives to use self-instruction that
prompts them to relax, slow down, do one
thing at a time, and stick to priorities.

Self-Reinforcement/Self-Punishment

Both covert and overt behaviors need positive
consequences if they are to be sustained and
strengthencd. When combined with the tech-
niques jut discussed, self-granted rewards
can lead to self-improvement. But as failed
dieters and smokers can attest, there are
short-run as well as long-run influences on
self-reinforcement. For the overeater, the im-
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mediate gratification of eating has more in-
fluence over behavior tha .he promise of a
new wardrobe. The same sort of dilemma
plagues procrastinators. Consequently, one
needs to weave a powerful web of cues, cogni-
tive supports, and internal and external con-
sequences to win the tug-of-war with status-
quo payoffs. Primarily because it is so easy to
avoid, self-punishment tends to be ineffec-
tual. As with managing the behavior of
others, positive instead of negative conse-
quences are recommended for effective self-
management.

Concirusion

Social learning theory is practical. It provides
a framework for understanding and control-
ling human resources in today’s organiza-
This framework includes internal
processes as well as the behavior and the an-

tions.

tecedent or consequent environmental con-
tingencies. Jo date, behavioral theories have
suffered from an imbalance, and managers
have had to rely on disjointed theories and
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techniques: need theory, job design, expec-
tancy theory, goal setting, operant theory,
and positive reinforcement. Now, with social
learning theory, we finally have a balanced
and systematic way of understanding em-
ployee behavior as well as a set of proven and
potentially powerful techniques for control-
ling employee behavior and self-behavior for
the purpose of improved performance.
American organizations are still
among the most productive in the world
largely because of our technology. Organiza-
tions in the Far East and even in Western Eu-
rope have made substantial gains in many in-
dustries largely because they are better than
we are at human resources management.
In the United States the difference between
good and excellent organizations can be large-
ly attributed to how people are managed.
A social learning approach and its
accompanying techniques may provide the
basis for increasing the productivity of our
human resources and thus may provide the
impetus for getting us back on track as the in-
dustrial leader of the world. For example,

modeling can have a revolutionary impact on
training at all levels. More objective behavior-
based rather than trait-based performance
evaluations can be used to revamp the ap-
praisal systems currently under fire. But the
real key to improvements may be found in
new ways managers and executives look at
and actually manage the “front end” (antece-
dents) and the “back end” (consequences) of
their people’s performances.

On the front end, managers have
traditionally done a good job on task and
structural cues. (See Exhibit 3.) Considerable
time and energy have been devoted to job
descriptions, job design (including quality-
of-work-life), and organization design and
development. But the goal cues, the social
cues, and the self-control cues identified in
Exhibit 3 have been largely ignored. Goal set-
ting and participation are practical goal cues;
quality circles and team-oriented and group-
oriented leadership styles are practical social
cues; and screening techniques, data display
boards, and self-goals/self-contracts are prac-
tical self-control cues.

"A social learning approach and its accompanying
techniques may provide a basis for increasing

the productivity of our human resources

and thus may provide the impetus for

getting us back on tack as the

industrial leader of the world.”
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: These new approaches to front-end A review of the classical literature on the E
: management, according to social learning cognitive input into the behavioral management
r theory, provide the setting in which produc- lite@lure would include Victor Vroom's Work and L
tive behaviors can occur. Once the behaviors Motivation {john. Wiley and S""f' 1964), and -
are elicited by these cues, however, there must Lyman Porter and Edward Lawler's Managerial N
. . Attitudes and Performance {Irwin, 1968). Another -
be contingent consequences that sustain and . S
) ) ) . background source is Fred Luthans and Robert o
increase the resulting productive behaviors. Kreitner's Organizational Behavior Modification 3
In other words, the contingent reward sys- (Scott, Foresman, 1975, and the new, 1985 edition). %
tems of the organization and of individual This article builds on previous articles Y
managers are critical to the performance of that appeared in Organizational Dynamics and %‘.
the people in the organization. were written by Fred Luthans and Tim R. V. Davis. X
The answer to back-end manage- These are “Behavioral Self-Management—The s
ment is not necessarily in more exatic profit- Missing Link in Managerial Effectiveness™ (Sum- ’;’
sharing or bonus plans, but instead may be mer 1979) and "Man-~gers in Action: A New Look n
found in contingent performance-feedback at Their Behavior and Operating Models” (Sum- -
systems that are objective, immediate, posi- mer 1980). \3-:
tive, and visual; supervisor/manager atten- Some popular b‘ooks that have 'e?e“"?' :\f
tion and recognition; and, ultimately, deliber- appeared also have behavioral management impli- ?:
i cations; these are [n Search of Excellence: Lessons ~"
ate self-rewards manifested as a sense of o ; ]
. . . from America’s Best Companies, by Thomas |. — v
accomplishment and the feelings that go with Peters and Robert H. Waterman (Harper & Row, R -’._-.:
a job well done. 1982) and The One Minute Manager, by Kenneth DAY ;'_:"
Blanchard and Spencer Johnson (William Morrow -;:':
and Company, 1982). :::
Additional sources on behavior modifi- b
cation in organizations and on management are :c!
Lee W. Frederiksen's (editor) Handbook of Orga- ,-'_:.r-
nizational Behavior Management (Wiley-Inter- T
SerecTep BistiograPHY science, 1982); Edward Locke’s “The Myth of :'::-.‘
Behavior Mod in Organizations™ (Academy of ::\i
To obtain a background in the classical literature Management Review, Volume 2, 1977); and Peter T
on the operant approach, the reader is referred to Drucker's The Practice of Management (Harper & A
the works of B. F. Skinner, in particular, Science Row, 1954). An account of the Emery Air Freight y
and Human Behavior (Free Press, 1953) and About Experience, "At Emery Air Freight: Positive Rein-
Behaviorism (Knopf, 1974). The most comprehen- forcement Boosts Performance” appeared in the
sive but readable book that car provide the back- Winter 1973 issue of Organizational Dynamics.
ground for social learning theory is Albert Ban-
dura’s Social Learming Theory (Prentice-Hall, .
1977). Other background sources are the follow- \i._
ing: Cognition and Behavior Modification, by w
Michael Mahoney (Ballinger, 1974); Cognitive Be- :-"t
havior Modification, by Donald Meichenbaum \::.‘
(Plenum, 1977); and Introduction to Personality, NN
by Walter Mischel (Holt, Reinhart, and Winston,
1976). 65 IR
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o PANEL 5 TOPIC: DEVELOPING TODAY’S CAREERS TO PRODUCE TOMORROW'S
\
:o; SENIOR LEADERS: IMPLICATIONS OF A CHANGING WORLD
e" AT
g 4
A}
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§,
oy
o Mr. J. Robert Tank -- Chair Brigadier General William G. Ganey
m Assistant Vice President, Director, Personnel Task Force
c.. Executive Resources Headquarters, United States Army
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ks
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g:o ! Captain Richard Phelan, USN
i Director
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-'Q Shawmut Bank of Boston Naval War College
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X PANEL 5 REPORT ::,'
' i
DEVELOPING TODAY’S CAREERS TO PRODUCE TOMORROW’S SENIOR LEADERS: @ o

: IMPLICATIONS OF A CHANGING WORLD {
3

L THE ISSUES: y

| 0 What degree of decentralization should be used in both the military '
. and civilian industry? }‘.::
o How should organizations go about identifying and selecting high- ::;.

potential "fast track" future leaders? .":

o Do organizations want creativity, innovation, and risk-taking in j;:

b future leaders? ‘:é:‘-
; 0 How should organizations encourage creativity, innovation, and ..:
| prudent risk-taking?
o How should organizations create an organizational culture, "‘
environment, and reward systems that foster innovation? .

o What should the role of mentoring (as opposed to sponsorship) be? ":".7“ b

o Should organizations be striving for participative rather than ,';‘.
‘ autocratic leadership? If so, how is this accomplished? J
o What are the attributes/abilities