Homework #2

Case Study

Allstate’s Disappearing Agents

1.  In and of itself, reducing a company’s number of employees is not unethical.  Corporate downsizing is often a necessary part of maintaining a business.

2.  An example of an unethical dismissal would be termination without just cause, for example dismissal based on race, gender, age, religion, etc. (which would be an example of discrimination).

3.  Examples of responsibilities companies like Allstate have towards their employees may include: To respect the employees and their rights, to offer safe and good working conditions, to offer non-discriminatory conditions and continuously develop skills and competencies to ensure the individual's satisfaction and career possibilities.

4.  The moral dimension to the question of marketing Allstate insurance via the web has to do with the effect of Allstate’s strategy on its agents.  While moving to the Internet may be in the best interest of the customer (and ultimately Allstate), it may come at the cost of Allstate’s 15,000 agents, and their commission.
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You Be the Consultant

Ethics, JetBlue, and the IPO

You and your team are consultants to Mr. Neeleman, who is depending on your management expertise to help him navigate the launch and management of JetBlue.  Here’s what he wants to know from you now.
1. List both the ethical and unethical decisions that were made by the analyst, and by Morgan Stanley.

2. Provide a brief description of the ethical culture at the investment banker, Morgan Stanley.

3. Provide a one-page outline of a plan for improving the ethical behavior of the country’s securities firms.

4. Tell us, what should we do now?

Suggested answers

1. Ethical decisions by analyst—presumably disclosing ownership of the shares; unethical decisions by analyst—not disclosing ownership early enough in the IPO process; not selling the shares.  Ethical decisions by Morgan Stanley—forbidding the analyst to sell the shares and insisting on joint analyses with an independent analyst; unethical decisions by Morgan Stanley—not refusing involvement in the OPS.

2. Descriptions of Morgan Stanley’s ethical culture should include mention of its willingness to profit from an apparent conflict of interest and its efforts to remedy the situation but after the fact.  Students may also research recent reforms at the firm.

3. Outline for improving the ethical behavior of securities firms should stress getting commitment at all levels including top management, writing and distributing an ethics code, ensuring compliance, training employees, and measuring results.

4. JetBlue should implement an ethics plan and make special efforts to ensure that analysts are independent in future.  The airline should be prepared to break off business dealings with firms that are found to be acting in unethical ways.

