Northouse, Leadership: Theory and Practice, Seventh Edition: Instructor Resource 

[bookmark: _GoBack]
Case 13.3: Reexamining a Proposal
Case synopsis and analysis
David Jones seeks to start a printing business and contacts a reputable professional employer organization (PEO) to obtain an estimate for human resource services.  The estimate included costs for payroll, benefits, and the like and was sought before David opened or purchased his business.  
David then purchased an existing printing company and contacted the PEO to sign a contract for human resource services at the previously quoted price. Sometime after signing the contract, the PEO realized that the price far exceeded any reasonable service offering.  The contract was, indeed, unfair and not comparable to other contracts with similar businesses.
The PEO worried about changing the contract.  Doing so would affect the commission and morale of the PEO salesperson and could result in losing David as a client.  As well, the PEO worried because David was a minority client and it prided itself on affirmative action.  In the end though, a new contract was created and agreed to that lowered David’s cost.  
This case study helps students appreciate the complexity of ethical decision making. As well, students can readily see that a simple error, particularly if not corrected, could result in large ethical ramifications.
Learning objectives:
· Students should recognize some of the complexities of ethical decision making.
· Students should be able to apply deontology and utilitarianism to an ethical issue.
Answers to questions in the text:
1. What role should ethics play in the writing of a proposal such as this? Did the PEO do the ethical thing for David? How much money should the PEO have tried to make? What would you have done if you were part of management at the PEO? 
Students will waver on this a bit.  However, most students will argue that ethics should play a key role in the proposal.  The PEO seemed to do the right thing when it revised the contract and created a new one that aligned with other PEO contracts.  Certainly it is reasonable to make money.  However, it is not reasonable to charge one company a vastly higher rate than another for similar work.  
Students should look at the pros and cons of revising this contract. Doing so may help them see that failure to revise the contract may not only be unethical, but it could lead to long-term profit losses due to loss of reputation, referral, and repeat clients.
Notably, the professor could discuss the ethics of the initial bid.  Did the PEO carelessly put in a bid without fully considering David’s position?  Should they have waited longer?  Could it be argued that the initial bid was unethical?  To explore this in greater detail, consider activity 2 in the potential teaching approaches below.
2. From a deontological (duty) perspective and a teleological (consequences) perspective, how would you describe the ethics of the PEO? 
Utilitarianism states that we should behave so as to create the greatest good for the greatest number.  Deontology concerns duty, and whether an action is itself good.  Lying, for instance, is not a good action even if done for a worthy cause.  
It is difficult to determine with certainty whether the PEO’s actions served the greatest good for the greatest number.  Arguments can be made that revising the contract served the greater good because it helped David’s company.  On the other hand, some could argue that the revision resulted in lost profits and morale at the PEO and ultimately did not serve the greatest good.
From a deontological perspective, the PEO seemed to act ethically.  If a contract has a noticeable mistake resulting in unfairness, we would want it to be fixed.  Indeed, if we universalized the behavior, we can see that revision is necessary.  No one would want to live in a world where large-scale contractual mistakes that resulted in unequitable outcomes were permitted to persist.  Rather, we would want those mistakes to be rectified.  Thus, deontology would affirm the PEO’s behavior.  
3. Based on what the PEO did for David, how would you evaluate the PEO on the ethical principles of respect, service, justice, honesty, and community? 
The PEO seems to be acting with strong concern for justice, honesty, and respect.  They did not have to revise the contract.  Doing so displayed strong virtues.  As well, it showed a commitment to community and affirmative action.
4. How would you assess the ethics of the PEO if you were David? If you were among the PEO management? If you were the salesperson? If you were a member of the printing community?
Students may argue this differently, but most will feel that the ethics of the PEO were strong from all perspectives.  David should be impressed with the PEO’s behavior, since it agreed to take less profit without any prompting from David.  As well, most members of the printing community will think the PEO’s actions were ethical, as it displayed high moral courage to rectify a mistake that resulted in less profit.
The salesperson may feel that the PEO acted unethically by not considering his potential loss of revenue enough.  Nonetheless, the PEO could assert that it did consider the salesperson’s long-term profit potential in making this decision.  After all, an unreasonable contract could result in loss of reputation and future clients for this salesperson.  
Overall, most students will assert that the PEO’s ethics were strong.  
Potential teaching approaches: 
This case study is conducive to group discussions and exercises.  
Below is a way to structure a class based on case study 13.3:
· Read case study 13.3.
· Lecture on Chapter 13.
· Discuss questions from the case study.
· Consider exercise 1 or 2 below.
  
Exercises for this case study: 
1) Using the utilitarian approach, students should analyze whether the contract should be revised.  Individually or in small groups, they should develop scenarios where the revisions both do and do not serve the greatest good.  Large-group discussion could center on some of the difficulties of using the utilitarian approach.
2) In small groups, students need to develop a plan for the PEO so that this does not happen again.  Essentially, this requires students to step back in time and consider mistakes that were made during the bidding phase with David.  What should the PEO do differently next time?  As a group, students should create a few policies or procedures for bidding that could help prevent this sort of error in the future for the PEO.  
