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Case 16.2: A Special Kind of Financing
Case synopsis and analysis
Central Bank is a small savings and loan institution that competes with 16 other institutions for customers.  It recently conducted a financial needs survey of those that live in their area.  The survey revealed that Muslims represented 8% of the population.  However, few, if any Muslims banked at Central Bank.  Upon further investigation, the bank learned that principles of Islamic finance forbid paying or receiving interest.  Under Islamic law, money is only a medium of exchange and should not be used to make more money.  
In order to attract Muslim customers, the bank decided to offer two new types of mortgage financing, which essentially has the bank purchasing the home and leasing it to the customer, or selling the home to the individual at an agreed-upon markup rate that allowed the customer to make installments payments.  Both of these plans were consistent with Islamic beliefs, because money was used to buy something tangible but not used to make more money.  The banks new plans grew quite popular in time, but some expressed disapproval because the plans targeted a specific Muslim population.  
This case study allows students to see the impact culture may have on leadership and leads to interesting discussions about ethnocentrism.
Learning objectives:
· Students should understand the impact of culture on a business and leadership.
· Students should understand the role of ethnocentrism in business contexts.
Answers to questions in the text:
1. Why do you think banks in the United States have been slow to offer financing expressly for Muslims? 
Students may answer this question any number of ways.  Banks may have been slow to offer financing expressly for Muslims because 1) they may not have studied and recognized the differing needs of this group; 2) they may not want to create unique programs for minority groups, for fear of being accused of favoritism; 3) they may feel that the American way is best; or 4) they may be risk averse.
Students may have others ideas as well, which can be discussed as a class.
2. Do you think it is fair to offer one minority group a special banking opportunity? 
Students will disagree on this.  It could lead to an interesting debate (see exercise 1 below).  
Some students will claim that the plans seem reasonable, as they do not appear to be exclusively offered to Muslims.  Indeed, it seems improbable that the bank would deny these loans to non-Muslims.  As well, creating these loans served a need for many people while honoring their religious faith.  
[bookmark: _GoBack]On the other hand, the bank surely has other minorities whom it does not serve as well.  Has it researched how many loans it gives to disabled or LGBT individuals?  Is it fair or just to create new programs for one group and not others?  As well, banking has been based on interest payments for centuries.  Some students will argue that such established practices should not be modified to serve a minority group.
3. How does ethnocentrism come into play in this case? 
Ethnocentrism is the tendency for individuals to place their own group (ethnic, racial, or cultural) at the center of their observations of others and the world.  Banks in the United States have traditionally found that interest-based lending works, and earns profit.  Most Americans respect and use interest-based loans, so few banks challenge it.  Here, Central Bank did not place its ideas about banking at the center of its observations of the world.  Rather, it questioned the Muslims and asked what was not working in the current banking system.  It was not ethnocentric.  Instead, Central Bank realized that another method or system could be better, leading to successful programs and greater profit.
4. How does in-group collectivism relate to Central Bank’s finance plans? 
In-group collectivism refers to the degree to which people express pride, loyalty, and cohesiveness in their organizations or families.  It is concerned with the extent to which people are devoted to their organizations.
Here, Muslims were deeply devoted to Islamic faith and would not purchase homes on interest-based loans due to that devotion.  The Muslims’ in-group collectivism prevented Central Bank from doing business with them.  The new plans, which were approved by leading Islamic scholars, allowed individuals to remain faithful to their religion while doing business with Central Bank.  
5. How do you think the other banks in the community will react to Central Bank?
Students may disagree on this.  However, if the plans are profitable, one would suspect that other banks will adopt similar finance plans.
Potential teaching approaches: 
Below is a way to structure a class based on skill theory and case study 16.2:
· Large-group discussion about students’ experiences across the globe (as a leader, within a multi-national organization, and/or simply traveling abroad).  
· Lecture on culture and leadership.
· Read case 16.2.
· Consider a debate (exercise 1 below) on the case study.
· Discuss questions 1 through 5 in the case study as a class 
· Consider doing exercise 2 below.
  
Exercises for this case study: 
1) Small-group or large-class debate on the ethics and appropriateness of Central Bank’s actions: Some students may believe Central Bank’s new offerings were unethical or unfair.  Half of the students should argue that the actions were inappropriate, and half of the class should argue the opposite in a debate.  Students should be given time to prepare brief introductions that outline their key positions.  After each side shares its introduction in debate, students can attempt to rebut the other side.  The professor or other students should ask questions of each side to enhance the debate.
2) What did Central Bank do right?  What can others learn from them?  

Students should assume the role of leader, and create five to seven leadership maxims or quotes based on this case study.  For example:

· “Never assume you know why people aren’t buying.”
· “Ask, ask, ask . . . your customers, the community and others.”  
· “Just because it has always worked this way doesn’t mean we shouldn’t look for a better method.”
Then they should share them aloud with the class.
