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Kay Whitmore, member of the Marriott School’s National Advisory Council
and former Kodak CEO, died 26 July 2004. He was diagnosed with leukemia
one month before his death.

Whitmore earned his BS in chemistry from the University of Utah in 1957
and his MS in management from Massachusetts Institute of Technology in
1975. He worked for Kodak for twenty-five years; he was named president in
1983 and served as CEO from 1990 to 1993. Whitmore and his wife, Yvonne,
generously shared their resources with the Marriott School and its students.

Throughout his life, Whitmore served in various Church positions; from
1994 to 1997 he presided over the England London South Mission. He is
survived by his wife, two sons, and four daughters.

“Kay Whitmore was an energetic supporter of the Marriott School and
a devoted mentor to our students,” says Dean Ned C. Hill. “He personally
assisted many students by reviewing their resumes, counseling them on
internships, and giving valuable career guidance. We will greatly miss Kay
Whitmore—a man of great integrity, intelligence, and faith.”
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uring the past few years, I've had
four experiences that have allowed
me to assess first-hand the qual-
ity of business programs in the United
States. | was president of the American
Accounting Association (01999-2000).
I chaired the accreditation committee of
the organization that accredits business
schools (1999-2003). For the past two years,
I chaired the Education Committee of the
American Institute of Certified Public
Accountants. Now, | serve as the U.S. rep-
resentative to the International Federation
of Accountants Education Committee. In
these positions, | have visited, analyzed,
accredited, or studied what makes business
schools successful.
| believe there are four ingredients that
make a top business school. T ese ingredi-
ents are outstanding: ) students, 2) faculty,

What It Takes to Be
a Great Business School

by w. steve albrecht

3) curricula and pedagogy, and 4) alumni
and friends.

If you've followed recent business school
surveys, you've noticed that Marriott School
rankings have been climbing in the polls.
T is upward climb is no accident. It can be
traced to marked improvements in the four
ingredients identified above.

Our students have never been better.
Tis past year we sent ten student teams to
national competitions. In most cases, these
students placed first (their best never lower
than second) and ofen beat students from
Stanford, Harvard, Wharton, and other top
business schools. We have learned that our
students are our best advertisements.

Te schools faculty continues to
improve. In the past five years, we have
replaced nearly one-third of our faculty.
New faculty members are from the nation’s
best business schools. T ey are outstanding
researchers, teachers, and models. More than
ever before, they are integrating spiritual
and secular learning to create exceptional,
inspired experiences for our students.

If you attended the Marriott School more
than five years ago, you would hardly recog-
nize the curricula today. Instead of lecture-
based, stand-alone courses, student learning
now includes field studies, group work, team
teaching, study cohorts, technology, class
presentations, and other pedagogical and
curricular approaches that imbue analytical,
communication, and other important skills,
as well as content knowledge.
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Even with these exciting developments,
nowhere has there been greater improve-
ment than in the contributions of our
alumni and friends. We have more than five
hundred alumni serving on school advisory
boards. Each semester, hundreds of alumni
and friends participate in our classes. A
greater percentage of alumni now make
financial contributions than ever before.
While we still lag behind top schools in
size of endowments and gifs, a tradition
of giving is spreading among our alumni
and friends.

President Spencer W. Kimball stated
in a BYU address: “We expect—we do
not merely hope—that Brigham Young
University will become a leader among the
great universities of the world” While we
have much to do, thanks to you we are mak-
ing great progress toward meeting President
Kimball’s expectation. T anks for your sup-
port and contributions. We benefit greatly
from your gifs of time and money and your
examples of leadership and integrity. We
promise to do everything possible to make
the Marriott School the best it can be.

Sincerely,

W. Steve Albrecht, Associate Dean

[ Spencer W. Kimball, “Second-Century Address;” Educating
Zion, 1996.
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Your Contributions in Action

professorships and fellowships

Ithough Monte Swains research
a agenda includes how accounting
firms manage themselves, he's able
to better manage his time at work because
of his Marriott School professorship.
Professorships and fellowships are
endowments that provide recipients with
extra salary and research funds. Swain uses
the extra stipend to pay a research assis-
tant who helps conduct field research at
accounting firms.

with their salaries and expenses.”

For faculty like Swain, Deloitte Professor
of Accountancy, the extra money supports
his research in multiple ways. It not only
provides extra funds for his research assis-
tant but also allows Swain to attend an
extra conference each year and pay incen-
tive money to research participants.

Faculty members undergo a review
every five years if they have a professorship
and every three years if they have a fel-

“Professorships and fellowships allow us to
attract outstanding professors and assist with

their salaries and expenses.” associate bean w. steve Albrecht

Professorships are reserved for senior
professors—those who are productive
scholars, teachers, and citizens. A profes-
sorship provides a faculty member with an
extra 000,000 salary and 02,500 for research
support each year. Fellowships are reserved
for younger professors; holders receive an
extra 02,500 salary and 02,500 for research
support. Professorships are funded by
300,000 endowments and fellowships by
(000,000 endowments.

“BYU’s salaries are not as high as
other school’s we compete with,” explains
Associate Dean W. Steve Albrecht.
“Professorships and fellowships allow us
to attract outstanding professors and assist

lowship. If someone is not outstanding or
productive, the professorship or fellowship
is revoked. Faculty must also account for
their use of research funds during annual
stewardship interviews.

For Swain, his professorship validates
the work he is doing. “It is like the Good

Housekeeping Seal of Approval. | would be
more disappointed in the loss of approval
than in the loss of the funds,” he explains.
“Te professorship signals to me that the
school appreciates the work I'm doing. T at
means a lot to me.”

Albrecht adds, “Faculty ofen use
research money to support student men-
tored-learning projects. For example, they
might hire an extra student to gather data
or pay for a student co-author to attend a
conference and help present a paper.” For
example, Professor Conan Albrecht, Kevin
and Debra Rollins Fellow, recently co-
delivered a paper with his student assistant
at an information systems conference in
Hawaii.

Professorships and fellowships can be
strong motivators. “T ose who don't have
one aspire to receive one, and those who
have one are motivated to hold on to it
Albrecht says. “It's probably the biggest car-
rot we have in the school, and wed love to
olJer more.”

For more information about professor-
ships and fellowships contact Ron Seamons
at 800-422-38010 or ron_seamons@byu.edu.

Recently Renewed and Established

Professorships and Fellowships

professorship recipient year

Ford Michael Swenson 2003-2004
H. Taylor Peery Steve Thorley 2003-2004
W. Steve Albrecht Kevin Stocks 2003-2004
KPMG Lee Radebaugh 2003-2004
Deloitte Monte Swain 2003-2004
Horace Pratt Beesley Jeff Dyer 2002-2003
fellowship recipient year

Kevin Rollins Paul Lowry 2003-2004
Warnick/Deloitte Greg Burton 2003-2004
PWC Diversity Peter Johnson 2002-2003
Vest Jeff Wilks 2002-2003
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olumes have been
written and taught over the centuries on the
subject of personal and economic self-reli-
ance. My travels have taken me to almost
everywhere in the world—most of the con-
tinent of Africa, the islands of the sea, the
great cities of Latin America, Asia, Europe,
and to the heart of the inner cities of
America. Everywhere | go, the cries of the
poor ring out—oT¥en with the plea, “Please
help us” In Africa alone those cries do not
come from a few; they come from tens of
thousands, even millions. Te Church has
been especially concerned with teaching
self-reliance since 0936, when Melvin J.

SPIRITUAL AND ECONOMIC

Ballard was named general chairman of the
newly formed Welfare Committee. Harold
B. Lee was the first managing director, fol-
lowed by Marion G. Romney. Since that
beginning, the Church has learned a great
deal about the principles of self-reliance.
From the General Handbook we learn:

Te Savior has commanded the Church
and its members to be self-reliant and inde-
pendent. . . . To become self-reliant, a person
must work. Work is physical, mental, or spiri-
tual efort. It is a basic source of happiness,
self-worth, and prosperity. Trough work,
people accomplish many good things in their
lives. . . . As people become self-reliant, they
are better prepared to endure adversities [and
are] better able to care for others in need.”

President Marion G. Romney taught:

Without self-reliance one cannot exercise
these innate desires to serve. How can we give
if there is nothing there? Food for the hungry
cannot come from empty shelves. Money to
assist the needy cannot come from an empty
purse. Support and understanding cannot
come from the emotionally starved. Teaching
cannot come from the unlearned. And most
important of all, spiritual guidance cannot
come from the spiritually weak.?

President Ezra Taf Benson explained:

Te world would take people out of the
slums, Christ takes the slums out of people,
and then they take themselves out of the
slums. T e world would mold men by chang-
ing their environment. Christ changes men,
who then change their environment. Te

SELF-RELIANGE

world would shape human behavior, but
Christ can change human nature.®

William George Jordan put it this way:
“Te world is busy with its own cares, sor-
rows, and joys, and pays little heed to you.
Tere is but one great password to success . . .
self-reliance

From my experience, | believe there are
a few simple but very important principles
that can help prepare people to become
more self-reliant.

First, every person must know that he or
she is a child of God and is loved by Him.
People need to realize that regardless of their
circumstances, as desperate as those may be,
they are entitled to the light of Christ in their
lives. In Moroni we learn that, “T e spirit of
Christ is given to every man.™ T e promise is
that every son and daughter of God can find,
through the Spirit, answers to the challenges
in their lives, including how to become more
self-reliant. We must, therefore, ever keep in
our minds how precious each child of God
is and how important our service is to each
one of them.

Bob Gay, at a Marriott School convoca-
tion on 26 April 2002, said:

I think one of the most important things
| have learned in this life is that our very
success and happiness depends not in doing
what we like or think is best—but in doing
the will of our Father in Heaven no matter
where that may take us and no matter how
foreign it may seem to our own individual
rational judgment of what is right or best.




T0 BECOME SELF-RELIANT, A PERSON MUST WORK.
WORK IS PHYSICAL, MENTAL, OR SPIRITUAL EFFORT. IT IS A BASIC SOURCE
OF HAPPINESS, SELF-WORTH, AND PROSPERITY.

In other words, we become more self-
reliant in some ways as we recognize our
dependence on Him from whom all good
things come. T is is the spirit noted in Alma
34:27 in which we are counseled to cry unto
the Lord over our homes, our families, and
our work. “Yea, and when you do not cry
unto the Lord, let your hearts be . . . drawn
out in prayer unto him continually for your
welfare, and also for the welfare of those
who are around you.”

Underpinning what this university would
do—what the Marriott School and what this
wonderful new Center for Economic Self-
Reliance will do—would be to establish in
the minds of those who are going into the
world to try to help. Teach them first how
to teach the dignity and the importance of
being a child of God regardless of circum-
stance, culture, or location.

Second, we need to appraise our own
lives—how well are we listening to the
Spirit? Are we living according to the eter-
nal truths and doctrines of the restored
Church of Jesus Christ? Can we electively
appraise the real needs of others by the
prompting of the Spirit? It impressed me
that Muhammad Yunus must have been
prompted by the Spirit when he organized
the Grameen Bank, which some have said
was the beginning of microfinance. When
he was asked what would be his initial strat-
egy, he responded:

| didn't really have one at the time. |
simply began trying to help with my own
funds, then went to the banks and asked
them to get involved. T ey refused for several
stated reasons, and thus my strategy began
to evolve into: “Whatever the bankers did, |
simply did the opposite” Te bankers would
only lend to the rich. I would only lend to
the poor. T e bankers would only make large
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loans. | would only make very small loans.
T e bankers would only lend to men. | would
only lend to women. T e bankers would only
lend if there was collateral. 1 would only
lend without collateral. T e bankers required
extensive paperwork. I only made loans that
even an illiterate could understand. Te
bankers required their clients to come to the
bank. I took my bank to the village.®

It should be noted that the banks
expected a high rate of loan defaults. Yunus
expected and experienced almost none. |
understand Grameen has provided more
than 04 billion in loans and is entirely self-
sustaining. Surely the Spirit of the Lord
guided this noble elort. Gratefully, many
others have also reached out to help.

Tird, we need to teach that every man
and every woman has the God-given right
to choose what they will believe and do.
Lehi said it this way: “Wherefore, men are
free according to the flesh . . . they are free
to choose liberty and eternal life, through
the great Mediator of all men, or to choose
captivity and death, according to the cap-
tivity and power of the devil.”

| realize there are some places in the
world where freedom is greatly restricted,;
however, the individual freedom of every
soul to choose good or evil is an eternal
truth essential to God’s plan of happiness.
No one can take that away from His chil-
dren. Benjamin Franklin had this to say
about choice:

We stand at the crossroads, each minute,
each hour, each day, making choices. We
choose the thoughts we allow ourselves to
think, the passions we allow ourselves to feel,
and the actions we allow ourselves to perform.
Each choice is made in the context of whatev-
er value system we have selected to govern our
lives. In selecting that value system, we are, in

a very real way, making the most important
choice we will ever make.

T ose who believe there is one God who
made all things and who governs the world
by this providence will make many choices
dierent from those who do not. T ose who
hold in reverence that being who gave them
life and worship Him through adoration,
prayer, and thanksgiving will make choices
dierent from those who do not. T ose who
believe that mankind are all of a family and
that the most acceptable service of God is
doing good to man will make many choices
dierent from those who do not. T ose who
believe in a future state in which all that is
wrong here will be made right will make
many choices dilerent from those who do
not. Tose who subscribe to the morals of
Jesus will make many choices diCerent from
those who do not.

Franklin concludes:

Since the foundation of all happiness is
thinking rightly, and since correct action is
dependent on correct opinion, we cannot be
too careful in choosing the value system we
allow to govern our thoughts and actions.

And to know that God governs in the
alairs of men, that He hears and answers
prayers, and that He is a rewarder of them
that diligently seek Him, is, indeed, a power-
ful regulator of human conduct.®

Fourth, master the ability to think
straight. As Franklin said, “Te founda-
tion of all happiness is thinking rightly”
T'is may be more important in the future
as the world continues to spiral downward
and crumble into moral decay. In my olJce
hangs a printed statement that includes
the last words spoken by my grandfather,
Elder Melvin J. Ballard, before his passing.
He was in the hospital phasing in and out
of a coma. My father said grandfather sud-
denly opened his eyes and looked into the
room and said, “Above all else, brethren, let
us think straight” A few minutes later he
passed away.

Tat was sixty-five years ago. How
much more does the world need people
today who can think straight? Part of think-
ing straight is using common sense in solv-
ing life's problems. Lord Chesterfield said,
“Common sense (which, in truth, is very
uncommon) is the best sense | know of:
abide by it; it will counsel you best.”

Ofen in my ministry have | heard the
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sad tale of those who are struggling to
become self-reliant, but in fact are becoming
more dependent upon others because of the
inability to think straight and apply common
sense in their decisions. Much of life's misery
centers in the lack of using common sense.
As an example, consider the pharmacist who
was compounding a prescription that called
for as much strychnine as you could put on
the face of a dime. He didn't have a dime, so
he used two nickels.

Helping people think straight and
use common sense will, in my judgment,
always be a very important step in helping
them reach economic self-reliance. It is part
of teaching our children and others to walk
in the ways of truth and soberness and to
love and serve one another.”® Part of think-
ing straight is listening—being able to listen
to the promptings of the Spirit.

Fifh, seek guidance from the Lord and
trust in Him. In D&C 76:5-00, we learn:

I, the Lord, am merciful and gracious
unto those who fear me, and delight to honor
those who serve me in righteousness and in
truth unto the end.

Great shall be their reward and eternal
shall be their glory.

And to them will | reveal all mysteries,
yea, all the hidden mysteries of my kingdom
from days of old, and for ages to come, will
I make known unto them the good pleasure
of my will concerning all things pertaining to
my kingdom.

Yea, even the wonders of eternity shall
they know, and things to come will | show
them, even the things of many generations.

And their wisdom shall be great, and
their understanding reach to heaven; and
before them the wisdom of the wise shall
perish, and the understanding of the prudent
shall come to naught.

For by my Spirit will I enlighten them,
and by my power will I make known unto
them the secrets of my will—yea, even those
things which eye has not seen, nor ear heard,
nor yet entered into the heart of man.

May the symbol of the light from candles
remind us that we must carry the light of the
restored gospel of Jesus Christ to all of God's
children. We must, through our provident
living, teach others to emulate the examples
of our pioneer forefathers in lifing them-
selves up by their own bootstraps, to trust
in the light of hope, and to seek the light of
knowledge that will ultimately lead them to

spiritual and economic self-reliance.

God bless you as you reach out to all
corners of the earth through this outstand-
ing Center for Economic Self-Reliance to
strengthen and to bless the lives of our
Heavenly Father’s children. May your e(Jorts
bring economic self-reliance to those in
need throughout the world and result in
lasting, even eternal, blessings for you and
for all of those whom you serve. | leave you
my testimony that the work of this center
will be blessed. Te Lord lives, and He
smiles upon your eCorts. [@

ABOUTTHE SPEAKER Elder M. Russell Ballard was
called to be a member of the Quorum of the
Twelve Apostles of T e Church of Jesus Christ
of Latter-day Saints on 6 October 1985.

As a young man, Elder Ballard served
as a counselor to the president of the British
Mission. He has been a bishop twice and a
high councilor in two stakes. In 1974, he was
called as president of the Canada Toronto
Mission, where he was serving when he was
called to the First Quorum of the Seventy in
April 1976. He served as a member of the
Presidency of the First Quorum of the Seventy
from 20 February 0980 to 6 October [985.
Before being called as a General Authority,
Elder Ballard had interests in automotive,
real estate, and investment businesses. He
has served on many civic committees and
boards. He married Barbara Bowen on 28
August 1950. T ey have two sons, five daugh-
ters, and forty-three grandchildren.

Tis speech was given 00 March 2004 at
the opening of the Marriott School’s Center
for Economic Self-Reliance.

ENDNOTES 0 Church Handbook of Instructions, Book
2: Priesthood and Auxiliary Leaders, 1998, 257. 2
Ensign, November 1982, 93. 3 Ensign, November
[985,6.4“T e Dignity of Self- Reliance;” Improvement
Era, June 1909. 5 Moroni 7: [6. 6 Notes by Chris Eyre
taken from introduction of Mr. Yunus by Sam
Dailey Harris at a recent conference in California.
7 2 Nephi 2:27. 8 Te Art of Virtue, 1986, 88-90. 9
New Dictionary of Quotations, 1084. 0 Mosiah 4:[5.

ARTWORK Danbury Hills: Man with Scythe by
Mahonri M. Young. Courtesy of Brigham Young

University Museum of [ —
Art. All rights reserved.
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ON 16 JULY 2004, a tremor hit the tech industry. Its epicenter was
in Austin, Texas, where former whiz kid Michael Dell, the legendary
entrepreneur who started the world’s largest PC manufacturer in a
college dorm room, surprised the world by ceding the reins of his
company. But for new Dell Corporation CEO Kevin Rollins, who earned

his MBA at the Marriott School, it was just another day at the office.

BUSINESS AS USUAL, IF A BIT
UNUSUAL

“I'm probably taking this too flippantly, but
Michael and I have been working together
for so long as a tandem pair that this title
is . . . it’s certainly an honor to have; it’s
nice, but it's nothing | was aspiring to,”
Rollins says.

As closely as Rollins works with Dell,
even he was surprised by Michael’s decision.
Last February, he told Newsweek he under-
stood there would be no more promotions.
“Would | like to be CEO?” he asked. “Sure,
next question. Because I'm not going to be”

Dell has been as iconic to the hardware
industry as Bill Gates is to sofware. Dell
built his entrepreneurial vision into reality
from a humble dorm-room start in 1984,

BY CHAD D. NIELSEN
PHOTOGRAPHY BY BRADLEY SLADE

but his business was hurt by the lack of what
Rollins calls “institutional business manage-
ment” “When | first got to Dell Computer,
the company had lost a hundred million
dollars;” he says. “And not that long before
that, was close to going out of business.”

Rollins was one of several veteran
business leaders who Dell hired to turn
his start-up into an ellcient corporation.
Originally signed as a “rent-an-exec” con-
sultant through Bain & Co., Rollins became
director of U.S. operations in 1996. His
leadership has been instrumental in the
company’s turnaround.

Dell and Rollins, the visionary and
the technocrat, have since developed an
intriguing partnership. To hear them speak,
there is no hierarchy. Tey run the com-
pany together. Rollins handles day-to-day
corporate operations. Dell concentrates on
big-picture strategy and forward think-
ing. No major decisions are made without
their agreement. Tey even replaced the
wall between their o[Jces with glass and an
open door.

Tis arrangement has produced phe-
nomenal results. Sales have rocketed from
02.4 billion to 042 billion, with plans to hit
060 billion by 2007. Increased direct sales






to consumers and new product lines from
printers to personal electronics play a high-
profile role, but the greatest bulk of the
growth will likely come from solid, reliable
corporate sales. No wonder Rollins expects
business as usual to continue.

“Not much is going to change. T ere are
some legal requirements now. | have to sign

He speaks of

He takes
a deliberate, conscientious

approach to

o0 on things. But | signed them all before,”
he says. “T e dilerence now is | can be put
in jail if I lie. Before, | didn’t go to jail. But
that shouldn’t be my concern.”

THE UNDERSTUDY. EMPHASIS

ON STUDY

Attendees at the Ninth Annual BYU
Management Conference, hosted by the

Developing E-Business Leaders

at the Marriott School

Dell CEO Kevin Rollins is making a significant contribution to
developing leadership talent right here at BYU. In 2000, Rollins

and his wife, Debra, donated $3 million to found the Kevin and
Debra Rollins Center for eBusiness at BYU. He also has an hon-
orary position on the center’s advisory board.
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Marriott School last June, didn't let Rollins
o0 the hook quite so easily. As one audience
member told him during the Q&A session,
“Whether you like it or not, you've become
an icon for an LDS businessman”

“Tat’s dangerous,” Rollins replied. “I
don't consider myself that. I've made lots of
mistakes in my life, although those don't get
touted quite as prominently as
the successes. | guess | should
feel a bigger responsibility, but
the responsibility | feel is to a
whole dilerent set of individu-
als. If it helps for the Mormon
population, that's great too, but
I am probably less concerned
what the Mormon business
population thinks of me than
what Heavenly Father or my
family thinks.”

Ina Donald Trump world,
it's hard to believe that a high-
profile CEO would reject an
opportunity to take center
stage. Even if you set aside
the PR benefits of icon sta-
tus, the chance to influence
so many for good sounds like
an irresistible stroke for one’s
ego. But frankly, its just not
Rollins’ style.

“I'm really somewhat
oblivious to [my influence as a
leader],” Rollins says. “I don't
spend a lot of time thinking,
‘How can | set an example? How can | set
some new principles that others would fol-
low?’ I'm developing myself, and so I'm try-
ing to figure out how to do things and how
to do them well”

Tat devotion to personal develop-
ment has served Rollins well. It took him
away from the fryer at Wienerschnitzel,
o0 the keyboards of his brother’s rock and

roll band, and put him in school at BYU.
It helped him to simultaneously earn his
MBA and BS in mechanical engineering,
afer completing a BA in university studies
at BYU. When he followed his professors’
advice to seek a career in strategy con-
sulting, it helped him carve out a spot for
himself among the Harvard and Wharton
graduates at Bain & Co.

HISTORY LESSONS IN LEADERSHIP
T roughout his career, three clear elements
have contributed to Rollins' growth as a
leader. He speaks of a tireless drive to achieve.
He takes a deliberate, conscientious approach
to appraising his weaknesses and improving
his strengths. And, he has diligently sought
out truly valid role models. T e last point
has been more of a challenge.

“In business school, | read a lot of busi-
ness biographies, a lot of business how-I-
did-it stories, and most of them rang hollow;”
Rollins says. “I just didn't get inspired by
any of them in terms of a higher ethic or a
higher set of principles. T ey were basically
‘How | made money’ and ‘How | became a
leader! | didn't find that very interesting.”

So Rollins looked for true leadership
elsewhere and found it in historical fig-
ures—primarily, the Founding Fathers
of the United States. Unusual, says Dr.
Curtis LeBaron, professor of organizational
behavior at the Marriott School. “Most
people nowadays probably read popular
press books. T ere are books on leadership
that come out every year. Most people read
those and know how to throw the language,
the catch-terms around. Kevin has done
something diCerently, and that is he has
been a student of history.”

“l think there are principles of lead-
ership that transcend time and space,’
LeBaron adds. “T e Founding Fathers were
working in a much diCerent world back

The center’s goal is to study the impact of technology—spe-
cifically networked information technology like the Internet—

on people in organizations and commerce through teaching,
research, and innovation.

“We were pretty excited about getting something started so
BYU could eventually be a leader in learning how to integrate
the Internet into all business practices,” Rollins says. “Dell was
a leader. It was something | was very interested in, and | thought
we had something we could add from Dell’s perspective.”




then, but there were patterns of behavior
in their life and beliefs and principles that
Kevin identified, and they still work in the
2[st century.”

Specifically, Rollins identified three
leadership styles, inspired by three promi-
nent figures in Americas beginnings: Aaron
Burr, Alexander Hamilton, and George
Washington. “Burr was a backslapper,’
Rollins says. “His leadership style was to
flatter people”

Rollins describes Hamilton as the most
analytical of the three. “I learned from this
because | found myself a little bit more like
Hamilton when | wanted to be more like
Washington,” Rollins explains. “Hamilton
created the greatest and best financial sys-
tem the world has ever known. But he
believed that just because he was smart and
had the right answer, everyone would fol-
low him. And obviously that's not the case.
People quite ofen don't like smart alecks.”

Washington took leadership to another
level. “Washington would ofen tell people
something about themselves they didn't
know, and would inspire them to greatness
in a very genuine way through his obser-
vations and through the respect they had
for him as an individual,” Rollins says. He
earned that respect through dedication to a
cause beyond his own benefit, even accept-
ing a “demotion” to general of the nation's
armies afer two terms as president and
commander-in-chief.

“Washington was interested in the suc-
cess of the nation more than his own suc-
cess,” Rollins says. “He epitomized several
principles of leadership, and there are many
stories told about him. T at inspired me. It's
a self-sacrificing sort of leadership that tran-
scends ‘How much money do | get paid?
How much honor do | get? What's in it for
me?’ Tat's admirable. | want to see that
kind of leadership talent and attitude within

Rollins hopes the entire university will realize the value of
this resource. “I don’t know yet that the vision has extended into
other areas of BYU. We're hopeful that it can, so that it's not just
a Marriott School center but a BYU center.”

John Richards, managing director of the center, says the

our leaders if | can possibly create it”

STRIVING FOR GREATNESS

Rollins' goal is to make Dell Corp. a “great
company” Great companies do more than
devise innovative strategies and rake in
short-term profits, he says. Even consistent
financial performance alone is not enough
to reach that echelon.

“You have to be a com-
pany where the very best
and brightest want to come
and work,” Rollins says. “You
have to attract them. Tey
want to come and work there
because you're winning, but
also because they can develop
into greater and better lead-
ers, build their own reputa-
tion and capability, and play
on a winning team”

“When we get to the point
when all of our people say, ‘I'm
at a great company because it
develops me, it treats me with
respect, I'm winning every day,
I'm challenged every day, it's
fun to come to work every day;
we'll be a great company. And
we're not there yet,” he says.

Rollins’ own experience
shows that while organiza-
tions can create an environ-
ment where young leaders can
flourish, it is the individuals
who must take responsibility for their own
growth as leaders. So what is the best way
to develop those skills? Roll up your sleeves
and get to work.

“You don't have to be CEO of Dell
Computer to lead,” Rollins says. “I didn't
start here. T e notion of being able to lead
in various settings and learn—because |
don't think you come fully developed as a

leader—is critical. You've got to start prac-
ticing that leadership set of skills very early
on and at any level you find yourself”

“If you do it right, become a student of
it, and want to be good at it—just like being
good at a musical instrument, or good at
athletics, or good in school work—you
can get better” he says. “But you're going

to have to want to. You're going to have to
sacrifice. You're going to have to work hard.
You're going to have to study. And you're
going to have to be humble. And you're
going to have to learn from others”

LEADERSHIP: A TWO-WAY STREET
T at experience is essential for leaders to
learn how to implement the dual roles of

information technology and e-business,” he says. “In the center,
we hope to positively bolster such causes.”
As far as Dell Corp. is concerned, e-business is an easy deci-

sion. “Everything we can, we put on the web,” Rollins says. “It’s

school plans to extend the e-business center’s influence beyond

BYU’s campus. “I'm convinced that one of the pillars of the orga-
nizational infrastructure necessary for bringing the sponsoring
organization of BYU, the LDS Church, to the world is networked

faster, lower cost, and people prefer it.”

Kevin and Debra Rollins Center for

business

BRIGHAM YOUNG UNIVERSITY
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leadership that Rollins emphasizes: a dis-
ciplined drive for results and respect for
human relationships. Certain situations call
for increased emphasis of either compo-
nent, but it is all too easy to overcorrect.
When Rollins came to Dell Corp., he lef
behind the “fun, strategic, blinding insight
work” he enjoyed as a consultant. “I was

fundamentally asked to be one of the man-
agement team and pick up a shovel and start
digging like everybody else, rather than sit
back and pontificate and advise,” he recalls.

Tere was plenty of digging to do. An
unbalanced vision-to-e[Iciency ratio had
created a bloated company, beleaguered
by losses despite phenomenal growth. “We
just started to formalize and institutionalize

Kevin Rollins on Ethics in Business

big-company practices, changing from an
entrepreneurial situation to a corporation,”
Rollins says. “We also upgraded the talent;
the leadership in the company is what |
think turned it around”

“I liken it sometimes to taking out the
garbage,” Rollins says. “Not everything is
fun. Not everything is going to be delight-
ful and invigorating. Some
things require good, old-fash-
ioned, hard-nosed, obnox-
ious, untasteful work elort.
But you've got to do that.
Tat's the price you pay to
have consistent results.”

DISCIPLINE AND THE
DRIVE FOR RESULTS

Te changes at Dell required
not only new policies but also
a new, more rigorous culture.
“You can have elegant strate-
gies, but if you can't imple-
ment them and you don't
have the tenacity to follow
through on them, they’re not
worth anything,” he says. “If
you look at the companies
that have done really well out
there, they have great strate-
gies, but they are maniacal
implementers.”

“Te company was in
need of rapid, clear action,’
Rollins says. “And again,
you could have gone the nicer, gentler
way, but there was not enough time.
You had to get action, be very direc-
tive, disciplined, and ask people to get
on board or get ol. So we had to be pretty
harsh until we established a discipline of
doing things—a little bit like boot camp””

Discipline is no novelty in leadership.
During the Revolutionary War, Rolling’

hero George Washington petitioned the
Continental Congress for the right to flog
and shoot deserters. “T'is was a man who
was inspiring people;” Rollins says. “Tey
would follow him everywhere, but he real-
ized that if he wanted to get the attention of
his troops, they couldn't just take o and go
back to the farm any time they wanted to”

Granted, we are talking about business
here. It's not life-and-death. As Rollins
reminds us, a corporation exists simply to
make money. Yet within the scope of mod-
ern corporate America, the program at Dell
Corp. was quite strict—and it worked.

“At some point in time, all of us need
someone to tell us to shape up,” Rollins
says. “You just need to do it in a way that
they don't see you as their enemy. T ey will
be better individuals if they are challenged
to go farther than they ever thought they
could, and most people do. Most people
rise to the occasion if you do it with a sense
of respect for the individual and a desire
to have them achieve the most they can.
When they achieve it, they realize that that
was a motivational exercise, not a disciplin-
ary exercise.”

However, somewhere along the line,
the disciplinary program went too far and
began to cause more harm than good. A
company-wide survey showed that most
employees, even those who were relatively
satisfied in their jobs, would have gladly
lef the company if an opportunity arose for
them to earn the same income elsewhere.
Corporate leaders suggested Rollins and
Dell sofen their management style, work-
ing to be less “autocratic and opinionated,”
in Rollins’ words.

“l think we got to the point where
that was not the right style” he says. “Our
people had developed. T ey had gotten the
point, and to flog them continually—our
leaders didn't want that anymore.”

ON THE ETHICAL LESSONS OF A BYU EDUCATION: COUR-

AGE TO MAKE A STAND, WITHOUT BEING OBNOXIOUS

ON ETHICS VS. RESULTS: IT'S HARD TO MAKE A
DIFFERENCE FROM THE BOTTOM OF THE LADDER

“While you want to keep your standards in place—and you
have to—that will not be enough to make it. Ethical elements help

you when you do rise in the business world, but you still need to
develop a core intellectual business work-ethic. Ethics are neces-
sary but not sufficient in the business world.”
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“It's not so much about ethics in business, because most
people come from some ethical background. They know right
from wrong. What you need is the courage to live the ethical
principles you have. That is what | find is lacking. The notion of
ethics not being something you stack onto your business prin-
ciples, but ethics at the core of who you are as you make your
decisions is, | think, at the center of what is taught at BYU.”




“We've not given up an ounce of disci-
pline and performance. You can get results
without the whip, without being harsh,” he
says. “I think the diCerence is you can be
harsh, punishing and mean, or you can be
disciplined, tough, but caring.”

WALKING THE FINE LINE: RESULTS
AND RELATIONSHIPS

A recent corporate video showed Rollins
and Dell on the receiving end of that same
toughness, from none other than Donald
Trump. In the video, the pair applied to
become Trump’s apprentice, in a parody of
the popular television show. “He came on
and fired us both,” Rollins says.

Te video revealed a lighter side of
this dynamic duo—surprisingly jovial com-
pared to Rollins’ serious, all-business, all-
Dell Corp. public demeanor. “We make vid-
eos all the time as a way to lighten up our
whole leadership operation,” Rollins says.
“At every major turning point, we'll make a
video that is usually humorous about some
aspect of our company and business.”

“We take our business extremely seri-
ously,” he adds. “We don't take ourselves
very seriously. We have an egalitarian cul-
ture at Dell Corp. We want everybody
to feel like owners and CEOs. We have a
big company, so we probably have more
bureaucracy than we wish, but we don't
want it to get out of hand.”

Tis interesting dichotomy—harsh dis-
ciplinarians and institutional business man-
agers who are willing to share a laugh with
their employees at their own expense—
reveals a dedication to both results and
relationships, which LeBaron says is not
only elective but necessary. “Research has
shown that the best leaders are able to do
two things simultaneously: one, they’re able
to drive for results; and two, they’re able to
maintain strong and appropriate interper-

ON ENRON, TYCO, AND THE STATE OF CORPORATE

sonal relationships with their subordinates
and other people. Anytime you have only
one of those going on, you're not going to
have a very elective leader”

It's not only business relationships that
make a dilJerence. Dell Corp. employees are
happier when they have time for family and
friends outside of work, according to the
“Tell Dell” employee survey.
“We've seen huge improve-
ment in our scores when we
tell our managers, ‘Pay atten-
tion. When you see somebody
working too long, talk to them
and tell them to go home,”
Rollins says.

“I have to have that same
discipline,” he says. “Whenever
| feel my own internal metric
getting balled up or bound up,
I know I'm not taking care of
family or church, and | have to
ratchet it back”

Also, “I check with my
wife,” Rollins says. Balance is
always a challenge for some-
one with his stressful travel
schedule and high-profile
responsibilities, but his wife,
Debra, finds the solution in a
deliberate approach to indi-
vidual roles. “We've always
understood our roles. When
he’s here, he is father and hus-
band and very supportive.
When he's not, life goes on. We realize that
he has those duties and we support him in
that. We don't stop, and he doesn't feel bad
because he can't be there all the time. T at’s
just a matter of life,” she says.

Business professionals, LDS and oth-
ers, can learn from Rollins’ experience. His
tireless drive, analytical rigor, and unique
approach to self-improvement have taken

him to heights even he never dreamed
of. But don't think of him as the ultimate
example. “When | think of my own kind of
role model status, | really think of myself
more as a student than a teacher” Rollins
says. “Tat may sound a little strange,
but | still feel I'm a learner rather than a
professor” [

“Some things require

But you've got to do
that. That’s the price you pay
to have

—KEVIN ROLLINS

ABOUT THE AUTHOR

Chad D. Nielsen is a freelance writer based
near Salt Lake City. He earned a BA in
international relations from BYU in 01995
and subsequently spent five years living in
Barcelona, Spain. His writing has been pub-
lished by magazines and newspapers on both
sides of the Atlantic. He can be contacted at
info@chadnielsen.com.

ON CORPORATE CITIZENSHIP: DON'T EXPECT SAINT-

AMERICA: BLAME IT ON THE LEADERSHIP

“A corporation is a community and an institution. You've seen
throughout history bad institutions, communities, countries, and
you've seen good ones. In any bad country or bad institution,
there are good people in there, but a bad leader can make a mess

of it, and all the people suffer. | think the opposite is also true.
Good leaders can make it better. They can bring out the best in
their people and demand of the people their best, ethically.”

HOOD FROM A GAMBLER

“The notion of success in commerce is not the same. The rules
are different. Man’s rules are different than God'’s rules. If you're
searching for the same purity we have in the Church in business,
you're not going to get it. The corporation fundamentally exists to
make a profit. It's money-based. That's not the goal of spiritual
institutions. So by definition, that's not going to lead to the same
spirituality and morality, because you have a different goal.”
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Become a

I want to describe a few of the people
who surround me at the Environmental
Protection Agency (EPA). My deputy has a
PhD in Islamic philosophy. T e person in
the olJce next to mine is a former reporter
for National Public Radio. A woman in our
administration olJce is a concert pianist.
Tis past week, | received an email from
a woman who is stepping down from our
payroll section. She is going to become a
full-time minister. | called her and said,
“What’s the situation?” She replied that she
is getting her doctorate in theology, and she
now knows her calling isn't payroll. Tis is
a very diverse organization. Washington,
D.C., is said to have the greatest diversity
of thought in the entire world, and | believe
that. Certainly the EPA has a conglom-
eration of thought and people unparalleled
with anything I've dealt with.

Tis could be a very dilJcult situa-
tion. We could get into an EPA meeting
where the reporter asks trick questions,
the concert pianist is o0 in her own little
world, and the deputy is telling me how the
ancient philosophers would solve our prob-
lems. But that doesn’t happen. What hap-
pens is you meld this group of people with
these diverse thoughts and backgrounds,
and you bring them together in a common
cause and understanding. Te results are
fantastic. | love sitting in meetings with
these people. Tis is a positive example of
bringing together diverse people and mak-
ing it work.

With that positive story as a back-
ground, | would like to tell you another
side of the story. Overall, there are more
situations in which our country and world
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are divided. It could be politics, religion,
race, economic circumstances, or a dozen
other issues. Over the next several years,
some estimates indicate that 70 percent
of our population growth will come from
individuals who are born in countries other
than the United States. Many of the first-
and second-generation newcomers feel far
from certain about their future. Tis is a
land of opportunity, but many of these
people do not feel that way. Tey do not
have the hopes and dreams we have.
Diversity is our greatest strength, but
it also is the greatest weakness we face.
Upward assimilation will capture the tre-

mendous energy of diversity. But nonas-
similation will bring about disaster. For
those of you moving into the setting of
public policy, | would say your opportuni-
ties are endless, exciting, and wonderful.

We learn from the past what it takes to
make changes for the future and to build a
bridge over the various divides. It is hard
work and takes personal responsibility to
achieve.

A couple years ago | read a book called
Te Seekers: Te Story of Man's Continuing
Quest to Understand His World, by Daniel
J. Boorstin. Seekers are people who look
at where we are today, at this moment in
time, and say, “Are we going in the right

direction?” Tey ofen challenge current
convention. T ey cause specific events to
occur, or they have a great ability to change
the hearts and minds of individuals. Te
book emphasizes the ability to change the
thought process. Let me give you some of
the examples that the author shares. In phi-
losophy, he talks about Socrates, Aristotle,
and Plato—all people who changed the
thoughts of man. He refers to Alexander
the Great, who sat with Aristotle and sub-
sequently changed entire civilizations. In
science, he refers to Einstein, who made all
of us think in a bigger way. In government
the references are to Machiavelli, who gave
us the good and bad of government, and to
T omas Jelerson, who helped form gov-
ernments and expanded exploration. He
refers to many religious leaders who have
been seekers and who have reached out and
tread new paths. He mentioned Moses and
the Ten Commandments—the rules that
would change the heart of the believer. He
references Jesus Christ and how He looked
at the current convention and said there is a
higher law, a better way to live and to serve.
His work has changed history forever.
What does that have to do with us? |
believe we are all seekers in some sense and
someone out there could be one of the big
seekers. But we are all at least little seek-
ers. We all have an obligation to bridge the

We all have an obligation to bridge
the many great divides we face.

many great divides we face.

What do seekers have in common? T ey
see a need waiting to be met. T ey are bold
and don't shy from extra eCort. And finally,
they are in a position to change policy or
thinking in a significant way.

Where do we start? Id like to give you
three areas: your neighborhood, commu-
nity, and nation.

NEIGHBORHOOD

If we solved the divisions in our own back-
yards, we would come a long way. | have kept
a Salt Lake Tribune news story from about
three years ago that reminds me of what can
happen in our own neighborhoods.



A thirty-four-year-old divorced mother
of three girls who lives in a quiet, well-kept
neighborhood in the Cottonwood area of Salt
Lake County and who shares the home with
a man who has long hair and several tattoos
received this anonymous letter last week.

“I don't know your background and the
problems you've been through, but things are
done diCerently here in our community. | won-
der where you get ol assuming that your girl is
always welcome at our house. \WWe're not com-
fortable with our daughter being in your home
with that long-haired, tattooed thing you've
got living in your house. Your neighbors who
are in our ward can't believe that you would
dare to start up the mower on the Sabbath.
Tey are tired of bottom-feeding riCrall renters
polluting their neighborhood. Your girls are
not welcome in our community on this kind of
basis and neither is your kind. Go back where
you came from if that's how they let you live
there. You are not welcome here”

Te bishop, upon hearing about this,
became a seeker and a doer. He took the
letter to his meeting that following Sunday,
read the letter over the pulpit, and asked the
perpetrator to come forward. | don't know
if the perpetrator came forward, but this
bishop took the issue and didn't let it sit and
didn't let people simply talk about it. He
went afer it immediately. T at's a seeker.
Tat’s a doer.

COMMUNITY

Let me talk about the community. For this
one | would like to give credit to my wife,
Sue. We have now moved to downtown
Washington, D.C., and Sue has volunteered
to be a mentor in a start-up education pro-
gram. Te free program provides tutoring
for middle-school-aged students who want
to get a college education. T ey have to do
two things: ) agree to a rigorous course of
study that will prepare them for college;
and 2) agree to live a life relatively free from
error and demonstrate high standards. Sue
comes in to help mentor students in that
process.

We were talking with one of our friends
who happens to be a youth counselor and
he said, “"Te young people you work with
will have the most opportunity to make
a lot of money without going to college.
T ey are smart enough not to use drugs but
quick enough to learn they can make up to
02,000 per day selling drugs” He said to
Sue, “You have your work cut out for you.”
T e answer back, “Seekers always have their
work cut out for them.”

NATION

Most observers of our political system are
of the view that life in our nation’s capital
is much harsher politically than it has ever
been. Many observers think this is because

we have fewer and fewer statesmen—those
who are willing to step up, seekers who look
for ways to bring us together. T e call is out
for more statesmen. If you want to make a
big impact, it means a genuine study of how
others think, reconciling it, and then doing
something about it.

Let me talk about individual respon-
sibility. If we fail to assimilate people into
society, the results are going to be disas-
trous. If we succeed, we create the power of
diversity—diversity of thought and diver-
sity of people. By assimilation | don't mean
making people think just like us. I mean
bringing people to the table with their own
unique backgrounds and thought processes;
the type of energy and synergy you get at a
place like the EPA when you bring people
together in a common purpose. You not
only get great decision making, but most
importantly, you elevate people beyond
anything you thought possible.

Life is simply about opportunities. Tis
is an opportunity in Washington, D.C. An
opportunity to bring people together, bring
their opinions together for the common
good, and | am given a chance to make a
dilerence. | don't have any illusions that I'll
be a big seeker. I just want to change a few
peoples lives.

I recently stood before a Senate com-
mittee hearing my nomination to be the
chief financial o[Jcer for the EPA. You lay
out your heart and your soul when you're in
that circumstance. | stated: “Mr. Chairman,
in the grand scheme of things this very
moment is extremely brief, but I've spent
a lifetime building trust, confidence, and
respect for a moment just like this”

My advice is become a seeker. Help
bridge the divides. Prepare yourself for those
brief but very important moments to change
the hearts and minds of individuals. 3

ABOUT THE SPEAKER

Charles E. Johnson is CFO of the EPA. Most
recently, he was president of the Huntsman
Cancer Foundation and vice president of
Huntsman, LLC. Johnson graduated with
honors from BYU in 0960 with a BS in
accountancy.

Johnson presented this speech on 2 April
2004 when the George W. Romney Institute
of Public Management presented him with
their Administrator of the Year Award. (See
related article p. 27.)
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TAX

PLANNING

‘8 Personal Finance Series g‘

wormnn.can 1 1f you've waited in line at
the post office on 15 April, chances are
you’ve seen a few of your friends and
neighbors there, too. According to the
IRS, one in four Americans files taxes
during the two weeks leading up to

the annual deadline. | PHOTOGRAPHY BY BRADLEY SLADE

This is the first of a five-part personal financial planning series
sponsored by the Peery Institute of Financial Services. The next install-
ment, addressing insurance, will appear in the Winter 2005 issue.



By then, you've missed the opportunity
to implement many of the money-saving
strategies that come with wise tax planning.
As the end of the year rolls around, prepar-
ing and filing our taxes between January
and April becomes merely the recording
of past events with limited opportunity to
change outcomes.

By determining your expected tax lia-
bility for the current tax year at the earliest
date possible and estimating your liabil-
ity for the succeeding year, you have the
opportunity to minimize your tax liability
through tax planning. Spending time now
can save money later!

-

Reducing your tax liability starts with hav-
ing some knowledge of the income tax
system. For most of us, the income tax
laws mean listing our income from various
sources, reducing that income by allowable
deductions, taking a deduction for the num-
ber of personal exemptions permitted, and
determining the tax from rates that increase
as our income increases. Te process of
reducing our tax cost is primarily achieved
by proper timing of income, deductions,
and credits and by taking advantage of all
of the provisions of the tax laws.

T e basic strategy is timing the receipt of
income so it is taxed at the lowest rate pos-
sible, timing deductions to reduce income
taxed at the highest rate, and deferring tax
to a future date whenever possible. A com-
plete analysis of your current and estimated
future tax picture provides the beginning
point for all planning. Ten by playing
“what if’ changing the projected taxable
income by shifing income and deductions,
or deferring income between tax years, you
can determine the best plan for you.

Your prior year's income tax return
is a good tool to get you started and will
provide a point of reference. Creating and
maintaining good tax records is an absolute
necessity. T ere are many inexpensive com-
puter programs available that will maintain
your financial records and provide the nec-
essary tax reporting information.

Creating a Plan

0. Use the Tax Forecasting Worksheet (p. [9)
to estimate your income, deductions,
exemptions, and credits for 2004 and

2005. You can extend the process to
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additional years if you can accurately
forecast the income and deductions in
the extended period.

2. Use the 2004 Projected Tax Rate Table
(p. 20) to determine the marginal income
tax rate at which the next dollar of
income would be taxed.

3. Identify items of income or deductions
that could be shifed between 2004,
2005, or subsequent tax years to place
taxable income in the lowest tax bracket
for all years.

4. Determine how much tax will be due
based on the most opportunistic timing
of income and deductions. Compare
the estimated tax obligation with antici-
pated withholding and estimated tax
payments to make sure you have paid,
or will pay, suCJcient amounts to avoid
underpayment penalties.

5. Review your tax strategies again to
make sure you have taken maximum
advantage of all available opportunities.

6. Implement your plan.

Reviewing Factors That Affect

Your Tax Rate

Tere are three critical factors of tax plan-
ning: ) Timing income to achieve lowest tax
rate, 2) Timing deductions to oset income
taxed at highest rates, and 3) Deferring
income to future years when possible. As
you apply these factors, you need to under-
stand the impact that higher levels of tax-
able income have on the amount of personal
exemptions and itemized deductions to
which you will be entitled. Your itemized
deductions and personal exemptions are
reduced if your Adjusted Gross Income
(AGI), a tax term meaning gross taxable
income less certain deductions (refer to Tax
Forecasting Worksheet), exceeds certain
levels or AGI thresholds. T ese reductions
or “phaseouts” are as follows for the year
2004 and are adjusted annually for inflation:

Investment Interest

Te deduction for investment interest
is generally limited to the taxpayer’s net
investment income (investment income
such as nonqualified dividends and interest
less investment expenses).

Deduction for Medical Expenses
T e deduction for medical expenses is lim-
ited to the excess of such expenses over

7.5% of AGI. For example, if AGI is 050,000
the deductions for medical expenses would
have to exceed 003,750 before any deduction
is allowed.

Personal Exemption Deduction
(03,000 per dependant or exemption for
you and spouse)

Phaseout: Begins At Completed At
Married,

Filing Jointly $214,050 $336,550
Single $142,700 $265,200
Married,

Filing Separately  $107,025 $168,275
Head of Household $178,350 $300,850

For example, a married couple starts
losing the benefit of their personal exemp-
tions for every dollar of AGI in excess of
0204,050 with a complete elimination of the
deduction when AGI reaches 0336,550.

Itemized Deduction Phaseout

(Itemized deductions are reduced by 3%
times each dollar of AGI in excess of the
stated threshold amount.)

Married,
Filing Jointly Begins at $142,700
Single Begins at $142,700
Married,

Filing Separately Begins at $71,350

Head of Household Begins at $142,700
T ere are also special tax rates that apply
to certain classes of taxable income, more
specifically, qualifying dividend income
and long-term capital gains. Te 2003 tax
legislation made major but potentially tem-
porary revisions in the tax rates applicable
to these two classes of income as follows:

Dividend Rate Reduction

Qualified dividends received afer [ January
2003 and continuing through 2008 are taxed
at the same rates that apply to long-term
capital gains (5% if the taxpayer is in the two
lowest tax rate brackets and 15% for all other
tax brackets). Qualified dividends are dis-
tributions from domestic corporations and
“gualified foreign corporations” Interest paid
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Use your 2003 U.S. Individual Income Tax Return as a point of reference.

INCOME 2004 2005

Salaries per W-2 form S S
Dividend and interest income
Business income (loss)

Net capital gain (loss)

Passive income

(losses) (subject to limitations)
Social Security (85%)

Other income

8. Total income $ $

N NS

~N o

ADJUSTMENTS 2004 2005

9. Education expenses S $

10. Keogh contributions

1. Deductible IRA contributions

12. Moving expenses

13.  Other

14.  Adjusted Gross Income (AGI) $ $
(subtract lines 9-13 from line 8)

DEDUCTIONS 2004 2005

15. Medical and dental expenses
(excess over 7.5% of line 14)
16.  State and local income taxes
17. Real estate and property taxes
18. Home mortgage interest
19. Investment interest
(limited to investment income)
20. Charitable contributions
21.  Casualty or theft losses
(excess over $100 plus 10% of line 14)
22. Miscellaneous expenses
(excess over 2% of line 14)
23a. Total deductions (sum of lines 15-22)
23b. Amount deductible (line 23a less 3% of line 14 minus $142,700
[$71,350 for married filing separately],

or the standard deduction if greater) S $
24. Personal exemptions ($3,500 each)

(see limitation based on AGI) $ $
25. Regular taxable income

(subtract lines 23 and 24 from line 14) $ $

26. Regular tax (see tax rate tables)
27. Tax credits
28. Regqular tax (net)
(subtract line 27 from line 26)
29. Alternative minimum tax
30. Other taxes
(self-employment tax, household help, etc.)
31.  Total tax (sum of line 28, 29, and 30)
32. Total withholding and estimated
tax payments
33. Balance due (refund)
(subtract line 32 from line 31) S $

by some financial institutions and labeled
“dividends” is not a qualified dividend.

Capital Gains Rate Reduction

Long-term capital gains, gains on capital
assets held for more than six months real-
ized afer 5 May 2003 and through 2008,
are taxed at 5% (taxpayers in the lowest two
tax rate brackets) or at 15% (for the other
tax brackets).

As these rate reductions are temporary
with “sunset provisions,” and are scheduled
to revert in 2009 back to the rates previ-
ously in elect (the taxpayer’s regular tax
rate for dividends and 0% or 20% for capi-
tal gains), the timing of income recognition
to take advantage of these lower rates, while
they are available could produce significant
tax savings. With tax rates also subject to
change due to political forces, there is no
certainty that the reduced rates will remain
in efect through 2008.

In addition to reducing the tax rates
on dividends and long-term capital gains,
the 2003 tax legislation also accelerated the
marginal tax rates that were to be phased
in over a period through 2000. T ese rates
are scheduled to sunset in 2000, when they
will revert to the pre-2000 rates (the top rate
would be 39.6% while the top rate currently
is 35%). See the 2004 Projected Tax Rate
Table for applicable rates.

Understanding the Alternative
Minimum Tax (AMT)

As if the process of tax planning was not
already complicated enough, you also need
to understand AMT and how it might alJect
your tax planning and the timing of income
and deductions. Te complexities of this
tax cannot be fully addressed in this article.
Sullce it to say that AMT is a second sys-
tem of taxation that can impact taxpayers
with certain combinations of income and
deductions. Most taxpayers become subject
to this tax if they have unusually large item-
ized deductions in a single tax year.

So if you have large itemized deductions
for medical expenses, taxes, interest (other
than mortgage and investment interest),
and other itemized deductions, be alert
to the possible impact of AMT. Note that
deductions for mortgage and investment
interest and charitable contributions are
fully deductible in arriving at alternative
minimum taxable income.
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Playing the “What If" Game

With an understanding of the interplay
between gross income, personal exemp-
tions, itemized deductions, and income
tax rates, you are ready to start playing
the “what if” game of shifing income and
deductions to get the lowest tax cost. Tis
will necessitate making multiple computa-
tions of taxable income. If you use a com-
puter program to prepare your tax return,
you may be able to use that same program
in playing the “what if” game. Certain tax
computer programs will allow you to make
income tax projections over several years,
but if your computer program does not,
you can use the program to accumulate
the information and make adjustments to
reflect the changes required.

Te “what if” game begins with focus-
ing on the tax strategy of shifing or defer-
ring taxable income to tax years when the
income will be taxed at a lower tax rate.
Tis is one of the most elective techniques
you can use to reduce your tax cost. It is
also the method over which you may have
the least amount of control. Most taxpayers
use the cash method of accounting, which
means that income is taken into account
when received (or made available without

restrictions), and deductions are taken into
account when paid.

Your objective is to equalize income
between years so that income is taxed, for
the current and subsequent years, at the
lowest rate possible for all years. If your
personal forecast of income shows that you
will be in the same or a lower tax bracket
next year, or the following year, you would
want to delay the receipt of income to the
year where it would be taxed at the lowest
rate. A word of caution, however: the defer-
ral of income should not be considered if
the deferral would jeopardize the potential
receipt of that income. Conversely, if cur-
rent year income is projected to be less than
next year, you would want to accelerate the
receipt of income into the current year.
Some techniques that you might use to shif
or defer income could include:

Year-End Bonuses

If you expect to receive a year-end bonus,
and it would be more tax elective to receive
it the succeeding year, arrange with your
employer to receive the bonus in January of
next year. If bonuses are normally paid the
following year, you could negotiate to be
paid prior to year end. T e employer would
be entitled to deduct it in the year paid.

Delayed Collection of Income

If you are self-employed and use the cash
method of accounting, you can defer
income to a subsequent year by delaying
your year-end billings so that collections
will not be received until afer the first of
the new year.

Proper Selection of Investments

You can defer income through investments
such as interest on T-bills and bank certifi-
cates that have a term of one year or less.
Interest on the T-bills and bank certificates
is not includible in income until received
at maturity. Investing in growth stocks that
do not pay regular dividends is another
method by which income can be deferred.
Te income from the stock is reflected
in the stock’s appreciation that is realized
upon sale.

Exercise of Stock Options

If you have been granted qualified or non-
qualified stock options by your employer,
the exercise of the option, which generally
results in the recognition of taxable income
for the diCerence between fair market value
and option purchase price, should be timed
to provide you the most optimum tax and
economic results. If the stock options are

2004 PROJECTED TAX RATE TABLE

Taxable Income

MARRIED TAXPAYERS FILING JOINT RETURNS

OVER ($) BUT NOT OVER ($)
-0- $14,300
$14,300 $58,100
$58,100 $117,250
$117,250 $178,650
$178,650 $319,100
$319,100

MARRIED TAXPAYERS FILING SEPARATE RETURNS

OVER ($) BUT NOT OVER ($)
-0- $7,150

$7150 $29,050
$29,050 $58,625
$58,625 $89,325
$89,325 $159,550
$159,550

RATE (%) OVER ($)
10% -0-

15% $7.150
25% $29,050
28% $70,350
33% $146,750
35% $319,100

RATE (%) OVER ($)
10% -0-

15% $10,200
25% $38,900
28% $100,500
33% $162,700
35% $319,100

SINGLE TAXPAYERS

BUT NOT OVER ($) RATE (%)
$7,150 10%
$29,050 15%
$70,350 25%
$146,750 28%
$319,100 33%
35%

INDIVIDUALS FILING AS HEAD OF HOUSEHOLD

BUT NOT OVER ($) RATE (%)
$10,200 10%
$38,900 15%
$100,500 25%
$162,700 28%
$319,100 33%
35%




Incentive Stock Options (I1SOs), you will not
recognize taxable income until you dispose
of the stock. However, exercise of the option
will result in recognition of AMT income
for the amount of dilerence between fair
market value and exercise price.

Timing of Sales

If you contemplate selling marketable secu-
rities and will realize a capital gain, proper
timing of the sale can result in tax savings.
Remember that short-term capital gains,
held for fewer than twelve months, are
taxed as ordinary income (using the gradu-
ated rates of up to 35%), while long-term
capital gains, held for more than twelve
months, are taxed at either 5% or 5%
depending on your total income. Deferring
the sale from one year to the next will defer
the tax and possibly result in a more advan-
tageous spreading of income between years.
If you have capital losses in your portfolio,
but have been reluctant to sell because you
anticipate a recovery of the loss, you can
sell the investment, take the loss, and then
reinvest in the same security afer waiting a
period of thirty days.

Accelerating Taxable Income

T ere may be some situations when accel-

eration of income will provide significant

tax savings. T e following are examples of
some of those situations:

0. Projected change in filing status such as
marriage, divorce, or potential death of
spouse.

2. Significant change in income level.
Projected asset sale, significant bonus,
or other change placing you in a higher
income tax bracket.

3. Lapsing of carryover deductions such
as charitable or net operating loss car-
ryovers.

4. Itemized deductions exceed your cur-
rent year’s taxable income.

T e acceleration of income is accomplished
by reversing the strategies discussed earlier
and by:

0. Accelerating that bonus into the earlier
year.

2. Pushing for collections of receivables by
early billing or providing incentives for
early payment.

3. Exercising your stock options or sell
securities at an earlier date. Pay atten-

tion to the holding period of the assets
to take full advantage of the long-term
capital gain rates.

4. Considering accelerating investment
income into the current year if your
deduction for investment interest is
limited.

-

With certain deductions reducing taxable
income only to the extent that they exceed
stated percentages of AGI, you will need to
time your deductions for best advantage.
Te actual payment of a deductible item
gives rise to a deduction in the year paid
for taxpayers using the cash method of
accounting. Tis provides great flexibility
to the taxpayer for proper timing of item-
ized deductions. Remember there are two
potential reductions for deductions:

First, certain deductions are limited to
an amount in excess of a percent of AGI.
Examples:

e Medical expenses must exceed 7.5% of

AGI
e Miscellaneous other deductions must

exceed 2% of AGI
e Casualty losses must exceed 10% of AGI

Second, afer the first reduction, the
overall deductions are then reduced by 3%
of AGI if in excess of the threshold amount
previously discussed.

Bunching

In your planning, first determine whether
you will lose a portion of your deductions
because they fail to reach the limitation
threshold. If this is the case, you should
consider bunching deductions. Bunching
payment of expenses for two years into
one year can push the deduction over the
threshold limitation. T is technique is par-
ticularly eCective if your income in one year
is expected to be inflated by some unusual
event.

Keep in mind that most deductions
must relate to the payment of obligations
that exist at the time of payment. T us, the
prepayment of expenses, such as prepay-
ing next year’s real estate taxes in the cur-
rent year, will not give rise to a deductible
expense. However, proper arrangements
can frequently be made to defer payments
for expenses of the prior year to the follow-
ing January.

If you have elective medical treatments,
timing of treatment and payment of the cost
of the procedure can achieve the bunching
result. If you have an obligation for state
income taxes, you can time the year of
deduction by making estimated tax pay-
ments before the end of the year, accelerat-
ing the deduction, or deferring payment
until the subsequent year by delaying pay-
ment. Finally, charitable deductions are one
of the most flexible of deductible expenses
to assist in achieving your tax planning.
Teir payment is completely discretionary
to the taxpayer.

If your total itemized deductions are
approximately equal to your standard deduc-
tion, the bunching of deductions would
allow you to use the standard deduction one
year and give you the benefit of your total
deductions in the next year. T e sum of the
deductions for the two years could exceed
the total amount actually paid.

-

Don't forget to consider available tax cred-
its. Tere are special credits available to
certain taxpayers that include child tax
credit, education credits, credit for child
and dependent care expenses, and adoption
credit. A review of the instructions pro-
vided with your federal income tax return
will help you determine whether they have
any application to you.

-

As you can see, careful analysis and the
expenditure of some time are required to
achieve the dollar savings from tax plan-
ning. Once you have gone through the exer-
cise, developed skills, and gained confidence
through your eforts, subsequent years of tax
planning will become easier. Te rewards
from your patient elorts can be of signifi-
cant benefit to you and your family. [

-

Dellwyn R. Call has worked as a tax accoun-
tant for more than thirty-five years. Most of
his career he worked for Haskin & Sells,
who later became Deloitte & Touche. He
retired in 0998 but continues to work as a
consultant.

Call earned his BS in accountancy
from BYU in [957. He and his wife, Lael,
also a BYU graduate, live in Shoreline,
Washington.

fall 2004 21



ol

« e\od\J

m\,\rdock’ editor | illustratio,, b
Y

taking an

s @ a,
7

why more women are staying at home
and how they’re setting the stage for a return to work

0" ne month from delivering her third
child, Jennifer Jackson Buckner
boarded the elevator of her New York high
rise holding the hands of her two young
boys. Partway down from the twenty-ninth
floor, a professionally dressed woman joined
them. Afer watching the family for a few
moments, the woman said as she exited
the elevator with a smile, “Easier to start a
company.”

Buckner says she gets a lot of interest-
ing responses to her decision to stay home
and raise four boys in New York City. “It's
an unusual thing here;” she notes. “I get the
impression people wonder if I'd rather be
doing something else” Yet, Buckner, a 1996
Marriott School MOB graduate, says no
other decision has brought her more satis-
faction. “I'm confident about what I'm doing
and where | want to be at this time in my life,”
she says. “I have a lifetime to live, but only a
short time to be home with my children.”

Buckner’s choice to be a full-time, stay-
at-home mom is part of a growing national
trend among college-educated women.
Overturning a thirty-year pattern, the per-
centage of married mothers in the work-

- -
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S
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force with a child younger than one-year-
old dropped to 55 percent in 2002 from
59 percent in 1998, according to the U.S.
Census Bureau. Another study conduct-
ed by Catalyst, an organization aimed at
advancing women in business, shows that
30 percent of women with MBAs are not
working full time. Naturally, not all women
are in a financial situation that allows them
to quit work, but among those who are,
more are opting out.

What's triggering these highly qualified
women to leave the full-time workforce?
A recent TIME magazine article explains,
“Today's women execs are less willing to
play the juggler’s game especially in its cur-
rent high-speed mode and more willing to
sacrifice paychecks and prestige for time
with their family.™

Afer years of burnout, women are real-
izing it’s tough to “have it all,” or to at least
have it all at once. As a result, many aren't
permanently closing the curtains on their
careers, just taking an intermission. Tey
view their exit as temporary and plan to
eventually return to the full-time work scene
when their children are older. Many also

recognize unexpected financial pressures
may require them to work in the future.
Buckner contemplates a future re-audi-
tion of her skills when her boys are past the
critical teenage years. She knows she'll have
to play career catch up but is doing as much
as she can to stay connected. Like Buckner,
most women need to think ahead. Preparing
for a career intermission—including life
olstage and an eventual return—will ease
anxiety and add fulfillment to transitions
between professional and family roles.

life offstage

Preparing to be a full-time mother requires
more than buying baby layettes and attend-
ing olce farewell parties. It's a major
change that brings countless rewards but
also physical, financial, and emotional
adjustments. Compared to her eleven years
working as a CPA in San Francisco, Bonnie
Ebert Beames' daily routine has changed
dramatically. “Wake up, feed, play, sleep,
wake up, feed, play, sleep,” is how she sum-
marizes a typical day with her one-year-old
twins and two-and-a-half-year-old son. “Te
change was quite a shock for me,” she notes.
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