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Trust and Honesty in Real Life

May 5,  2008

9 a.m. to 4 p.m.

Tamar Frankel. Mark Fagan

This is a take-home examination. You should return your answers to the Registrar’s office no later than 4 p.m. on May 5th. 

1. The questions

This examination consists of three (3) questions. Question I is weighted at 50% of the grade. Question I is divided into five sub-questions. 

Question II is weighted at 30% of the grade. Question II is divided into three sub-  questions. 

Question III is weighted at 20% of the grade. It is not divided into any sub-questions.

2.
Sources, added facts, cite forms, and total length of answers 

You may use or rely on any source material you choose. However, you must clearly note in a footnote or in parenthesis in the text whatever material you use and cite. The form of your citation is not relevant to the evaluation of this examination, so long as the source could be found by anyone else. If, in your opinion, a relevant fact is missing from the question, please state that you assume a particular fact and proceed to discuss the issues, based on the assumed added fact. Your answer may not exceed 7000 typed words or 10 hand written pages (double space). We will not read nor evaluate the materials that exceed these limits.

3.
Value of the answers’ organization

We value the organization and clarity of your answers. Therefore, we suggest that you use about 60% of the suggested time to read the questions, conduct your research, and to outline and organize your answers. 

We are looking forward to reading your answers.
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Question I.  
Weight: 50% 

Q. IA. Facts: Bob was the CEO of Corporation, a large international company. He was known as the leader of trust and honesty in the corporate world. He preached and gave lectures on the virtues of corporate honesty. However, he did not only preach; he also practiced the theme within his organization. Bob prepared a small book, entitled “Leadership and Integrity” that outlined his philosophy and how to maintain trust and honesty within large companies. The book was published in a limited edition of about 100 copies and was greatly appreciated by other corporate Leaders to whom he gave it. It contained wonderful insights coupled with practical suggestions. In fact, the CEO did not write the book but gave the task to a “ghost writer” John. 

John was not a professional writer but rather one of the members of the media group at the Corporation who was known to write well. John was both pleased to be working directly with the CEO but was also quite worried. It was one thing to be known as a good writer. It was another to “ghost write” the ideas of the CEO. Then CEO gave John a very old book that he had kept for years. The book was written by his teacher in his MBA program. He told John: “You cannot go wrong if you follow these ideas. I have been using the same for years.” 

And with that, Bob gave John one book and was off to a meeting. John got the assignment but not the contact with the CEO. He was left to write the book without the CEO’s input. With trepidation, John began reading the book and found it very good. He could not do better, he concluded. And as he began to write he adopted most of the book’s outline, and from time to time glanced at the text. He found the book’s style and words far more eloquent, simple, direct and convincing. He gave up at the end and simply copied, a few pages here and a few pages there. He thus completed the task in time, and delighted the CEO who praised his structure and outline, ordered 100 copies of the book to be published, and began to distribute them. John was promoted and received a hefty bonus. But he felt a bit queasy about the episode, and a year later left the Corporation to find a less prominent position that was more to his liking. He was neither a competitive nor an ambitious person, but rather straightforward and the creation of the “Leadership and Integrity” book bothered him. His new workplace was much to his liking and with time he forgot the issue.

All went well until one day one Sam, an older employee of Corporation, happened to see the book on the end of the table outside the CEO’s office. He flipped through, and suddenly remembered! He read the same messages in his teacher’s book in his MBA program. He could not help his curiosity and looked among his old papers for the professor’s book, which was long out of print.  Then, to his concern, he saw page after page of the “Leadership and Integrity” book copied verbatim from the out of print book. Sam calls you and seeks advice. He is about to retire and his retirement fund is his main source of livelihood after retirement. What do you advise Sam to do?
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Q.IB. Facts: Bob, the CEO had a fairly strong suspicion that most of his “Leadership and Integrity book.” was copied from his teacher’s book. He also assessed John, more or less correctly. John was no shining star but fairly pedestrian and timid. So Bob relied on John’s timidity, gave him the book and hoped that he will do what his nature would lead him to do: Copy. On the other hand, Bob had no time and no patience to teach John the difference between copying and writing. Besides, Bob remembered that he did ask his lawyer whether ideas were covered by copyright and received the answer he hoped: No. Ideas are not subject to copyright. Therefore Bob could use the ideas of his teacher in his lectures and his addresses to the nation and to his employees. Did he have to mention the source? If he wished, he could, but on the realm of ideas he did not have to do that, unless he felt nostalgic for his earlier school days.

Six months after distributing the last copy, Bob heard a rumor. His employee, Sam, is going around telling people that the “Leadership and Integrity book contains pages of copied materials from the old, out of print book of the famous teacher, under whom both he and Bob studied. What should Bob do? Describe and analyze his actions and words to Sam, to his employees, to his legal counsel, and to the media.  
Q.IC. Facts: A few days after the news of the CEO’s “plagiarism” broke, the board of directors of Corporation had its quarterly meeting. One of the directors in particular was concerned about the issue, and asked that it be put on the agenda. Even though Bob was the chair of the board, and hence, could set the agenda, he was not willing to seem like someone who is hiding something, especially if it was focused on him. Therefore he put the issue on the agenda. The members of the board, who were dispersed throughout the United States, Canada and France, were surprised and upset. The word “scandal” had appeared in one of the newspapers. The legal counsel, present at the meeting, was alerted to the issue and is now concerned about the reaction of investors and their lawyers, and about the possibility of a class action. What should the legal counsel advise the board to do?
Q.ID. Facts: When rumor of the CEO’s book reached an editor of a local newspaper, she wondered if this story was news for her readers. She was not sure that the rumor was true, and whether is was appropriate for her to publish the story about a local large Corporation that the State was proud of.  What should the Editor of the Newspaper do?
Q. IE. Facts: TrustUs is a money manager that managers the investments for sophisticated investors. The assets under management amount to about $2 billion. Among the investors are not only individuals but also pension funds. Joe is the portfolio manager of some of the pools of money which TrustUs manages, which includes a sizable position in Corporation. He reads in the papers the story of the Corporation’s CEO’s “plagiarism.”              What are Joe’s considerations upon reading this item of news, and what should he do?
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Question II. Weight: 30%

Q.IIA. Facts. Bill, the head of the Admission Office at Prestigious University worked in the office for more than twenty years. His resume included a false assertion that he had gained a Ph.D. That fact was not checked when he was hired and during the years he has shown ability, hard work, and collaboration with his colleagues. When the old head of the Admission office retired, Bill was appointment to the position, as everyone expected and with no abstention, let alone objection from the Board of Trustees.

A few months after the appointment, Jack, who was a candidate for the position and was deeply disappointed at not getting it, checked Bill’s resume and discovered that Bob had never had a Ph.D. degree from Prestigious University or from any University. Jack alerted one of the Trustees to the fact by an anonymous letter. The Trustee had no difficulty in discovering the fact that Bill, indeed, did not have the degree. Nonetheless, the Trustee hired a detective that found, without a doubt, that Bill had no such degree from any University and that no error was made in the resume, since it was offered with this assertion of a degree more than one time. What would Trustee prepare to say and for what result? How would Bill respond, if he had a good inkling about the subject, and enough time to think about it? 
Q.II.B. Facts: Both Bill and Trustee read about the case of the CEO of Corporation (described in Question I), which occurred a few days before their meeting. Each ponders about the similarity and difference between the case of Corporation and the case at hand. In preparing the discussion, how would they compare the case of the Corporation’s CEO with the case at hand, if any?
Q.IIC. Facts: Information travels fast, and one of the student’s parents who is involved in the University’s affairs and social life hears about the story. What would the parent do? 
***********************************************************************
Question III. Weight: 20%. Facts:

Honest Appraisal Inc. was one of the country’s largest real estate appraisal firms. Honest began as a regional provider of residential appraisals focusing on the New England market. The reputation of the company in the industry was that the name was appropriate – Honest was honest! The explosion of sub-prime loans enabled Honest to grow rapidly. Honest was encouraged by some bank clients to go national which Honest did. Entry into the Southeaster Market was typical of Honest’s expansion plan. Honest opened an office 

in Atlanta staffed by a company branch manager who hired local third party appraisers. This strategy allowed Honest to tap the relationships of native appraisers with local mortgage brokers and lending institutions. 
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The Midwest branch opened in 2006 and grew very rapidly. The vast majority of appraisals were for loans originated by a single bank, MidBank. The branch became the benchmark for the rest of the company. The CEO lauded the Midwest team and they received substantial bonuses. The CEO did not, however, examine why the branch was so successful. The answer came from an investigation of MidBank loan portfolio conducted by the bank’s internal audit department. The audit revealed MidBank personnel routinely called Honest’s branch manager and requested a review of appraisals that fell short of the valuation required to close the loan. Invariably, upon review, Honest updated its appraisal to meet or exceed the valuation necessary for MidBank to provide the loan. Once the bank’s audit was released, Honest conducted its own investigation. The company found that not only were the allegations true but also that the branch manager had ceased using three of the appraisers who refused to increase their valuations. 

The fallout from Honest’s violation of trust was immediate; business plummeted and the company teetered on the verge of bankruptcy. What would you do to restore the trust in Honest?
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