
UNIVERSITY OF COLORADO EXECUTIVE MBA PROGRAM - 
Term 6
XBUS 6670 Ethical & Legal Dimensions of Business

Instructor:
Professor John Ruhnka

E-mail:  
john.ruhnka@ucdenver.edu (e-mail is the best way to contact me with questions or suggestions.  You can also e-mail me assignments if you will need to miss a class.)
Phone:
 Home 303.860.0713   
Office:

CU-Denver Bldg. - second floor, Rm. 242

Mailing 
The Business School, UCD, Campus Box 165, P.O. Box 173364

Address:
Denver, CO 80217-3364

Office Hours:   We can meet before or after class, or e-mail me and we can 

                

  arrange a time.

COURSE OVERVIEW

This course is designed to give executives an effective working knowledge of important legal and ethical issues for business decision-making.  Our text is used in both the Harvard and Stanford MBA Programs and I have focused on topics which are likely to be of most value to you in your management activities. This course is knowledge-based, learning new legal and ethical concepts and issues, as well as skill-based, learning to recognize and to analyze legal and ethical issues in real world business situations. You will not become overnight Wall Street lawyers - but you will learn enough to understand and discuss intelligently some of the most important legal issues for business. You will learn to recognize potential legal and ethical issues that can arise in the workplace, and to recognize when to call for additional help. 

In order to take advantage of your experience and expertise, we will begin most classes with an "environmental scan" of a current ethical issue with important implications for U.S. business and our society – such as, should we limit the off-shoring of high-level service jobs?  Each study group will be responsible during the semester for presenting a discussion/debate (in a PowerPoint presentation limited to 15 minutes in length) from a list of controversial ethical issues facing our economy or U.S. businesses. The purpose of this exercise is to keep us up to speed with some of the most important ethical issues facing business decision-makers so we can relate them to our coursework.

Given the extremely damaging ethics disasters at Enron, WorldCom and Qwest and continuing issues with restatement of financials and back-dating of stock options, we begin with business ethics - and will learn the “Harvard” system for analyzing business ethics problems that can help to identify the effects of possible alternative courses of action using four different moral models. On the legal front, we will look at why litigation has become so costly in the U.S., as well as alternative mechanisms available to resolve business disputes and the relative costs and advantages of negotiation, mediation, arbitration and litigation for resolving different types of disputes.  We next examine the phenomenon of class-action tort litigation and products liability exposure and some suggested reforms.  We will also overview contract law and potential liability for preliminary contract negotiations; protection of intellectual property (including new controversial “business methods 
patents”); employer/employee rights in the workplace and new developments in wrongful termination lawsuits; and the fiduciary duties of directors and managers to shareholders, including   new Sarbanes Oxley obligations.  We close with an overview of agency law and advantages and disadvantages of different legal formats for raising capital and for conducting different types of business.  I plan to invite several guest lecturers to class to discuss specialized legal topics.

Since we will be covering many “information-dense” topics during the course, the primary evaluation technique will be six written case analyses (four individual and two group) due the week following our class discussion of the relevant topic area.  

COURSE OBJECTIVES

1)   To be able to recognize potential ethical issues in the workplace, to learn to use an ethics analysis system utilizing moral models to analyze ethical problems, and to reach reasonable and supportable recommendations for action.

2)   To develop an awareness of important legal issues that can arise in business activities; to identify potential legal consequences and liability exposure of alternative courses of action; and to recognize situations where further legal assistance is required before proceeding.

3)   To learn how to perform the necessary background research on a legal or ethical topic of concern to business, to apply your analysis to a specific factual scenario, and to make specific recommendations for a business - in the form of a written memorandum for top decision makers.

COURSE SCHEDULE & ASSIGNMENTS

Date         
Topic                 



                            Assignment
Nov 7

Course overview and work required

P.M.

Ethics and the Law 






Ch. 1

Learning an Ethics Analysis System


                  Ethics Handouts

Applying the “Harvard” Ethics Analysis system


video

Nov 15
Class ethics competition – John Carlson – Qwest 
A.M.

The J&J Credo shapes a global company (INB DVD 1.2)


Courts, Litigation, and Alternative Dispute Resolution
 
Chs 3 & 4



Administrative Law




                       
Ch. 6 (skim)
      

Environmental Scan: Continental Voyagers (topic: Illegal


Immigration)
Nov 21  
Torts and Mass Tort Litigation




Ch. 9


A.M.

Contracts 



     



Ch. 7

Environmental Scan: Cougars (Nationalized Health Care)
* * * Individual Ethics Analysis Example due * * *

No class on Nov. 29 – UCD Fall Break!

Dec 6

Product Liability

              



Ch.10 and 

P.M.

Environmental Scan: NoBo (Credit Default Swaps)             
handouts         


 * * * Group case analysis due - Pennzoil v. Texaco * * *
Dec 12    
Intellectual Property and Cyberlaw




       Ch. 11

P.M.

Guest expert – Wade Johnson – Dorsey & Whitney LLP


Environmental Scan: South Side Sixers (1-25 South)
Chinese Intellectual Property Piracy (INB DVD 2.2)
* * * Individual Product Liability case due * * *
Dec 20

Human Resources Law





    Ch. 12 & 13
P.M.

Environmental Scan: 5%


Environmental Scan: Compass
* * * Group case due: Are "Business Methods patents" a good idea? * * *






Jan 10

Directors, Officers, and Controlling Shareholders;    



Ch. 20

A.M.

Sarbanes-Oxley requirements for public companies
Environmental Scan: Team 20/20


* * * Individual HR case due * * *


Jan 16 
Agency








Ch. 5

A.M.

Forms of Business Organizations 





Ch. 19

Guest expert – Mashenka Lundberg, Home Roberts & Owens LLP



Environmental Scan: 6280 


* * * Last individual case due - Zap Corporation * * *


INSTRUCTIONS for INDIVIDUAL & GROUP CASES 
Due Date   
 Individual/Group   
     

Topic
Format for all cases and your ethics analysis: Use a business memorandum format, TO: John Ruhnka, FROM: Bill Gates, RE: Dr. Grace Pierce v. Ortho, DATE:   Please use plenty of BOLD-FACED & UNDERLINED paragraph headings to clearly separate your memo into different topics or sections mentioned in the case instructions (I. FACTS, II. ALTERNATIVES, III. LEVEL OF ANALYSIS & STAKEHOLDERS, etc.)  Please use 11 point Arial font with 1.5 line spacing, and number your pages!  Be sure to address each of the questions listed in the instructions for that case.

Nov 21      
Individual

Analysis of a Business Ethics Problem 



(6-8 pages)
Instructions: Describe an ethical dilemma involving business (a real situation that you have encountered - or one of the ethics examples in my handouts, or you may select any of the examples following the Ch. 1 ethics section in our text.)  I will keep your ethics examples completely confidential. Your dilemma should be posed in the form of a question: "What action should I take or what should X Corp. do?"  Apply the “Harvard” ethical analysis system to your situation as follows:

 I. FACTS briefly describe the factual situation. II. ALTERNATIVES - identify the potential alternatives you will evaluate (limit your alternatives to no more than three alternatives, and select alternatives that represent different approaches to an issue – not just variations of one approach.  Do not use proposed alternatives that don’t presently exist – “phantom alternatives” - because it will skew your analysis from the alternatives that are real and “do-able”.  [For example, should Dow produce DDT for poor countries plagued by malaria, since it is the most effective and cheapest malarial mosquito killer?  Your alternatives should be (1) yes, or (2) no – and not (3) “Dow should invent a new insecticide that is as effective as DDT, has no environmental side-effects, and is cheaper than DDT”  If they could have, they would have!]  Remember, one alternative is usually to continue the present course of action, or to do nothing. III. LEVELS OF ANALYSIS & STAKEHOLDERS - begin with the macro level and describe the different stakeholders who could be affected by the potential impacts of your alternatives (do all of your alternatives together – not separately), then go to the firm or group level, then the individual level if any (most of our examples will involve individuals only collectively as a group, which should be addressed on the firm or organizational level – not individual level).  IV. MORAL MODELS (be sure to use a separate bold-face and underlined heading for each of your moral models) - apply all four moral models to each of your alternatives (even if some of the moral models do not seem to be a good fit). Begin with the Utilitarian model and apply it to all of your alternatives in turn (use a balance sheet format for your Utilitarian analysis clearly listing all of the pluses and minuses for each alternative), and identify which alternative that moral model would favor. Next do the Golden Rule model and apply it to each of your alternatives.  With the Golden Rule model, the stakeholder(s) most affected by the proposed alternatives becomes the decision maker.  With the Kantian Model, be sure to identify which specific societal values or rights are affected by each alternative, and which alternative each value would favor.  Since some issues will involve conflicting values, state which values or rights you feel are most important.  For the Enlightened Self-Interest Model, select the alternative which is most economically beneficial to the decision maker.  Then apply the test, “does the benefit to the decision maker outweigh the harm caused to all other stakeholders?”  If yes, then the model favors that alternative.  If no, it points to another of your alternatives.  Finally, identify which moral model seems to best fit your situation, and which are not a good fit, and why.  V. PRACTICAL CONSTRAINTS - are there any practical constraints to the alternative that the “best fit” moral model or models points to? (E.g. if Occidental Petroleum decides not to drill in the Colombian rain forest in order to preserve the environment, the Colombian government surely will assign the drilling contract to another oil firm with probably less concern for the environment,  resulting in a worse environmental impact  if Oxy turns down the job.  VI. RECOMMENDATION - based on the preceding analysis, recommend a course of action to resolve the ethical dilemma

Dec 6

Group


Pennzoil v. Texaco case on p. 247-252


(6-8 pages)
Instructions:  Pennzoil illustrates  the evolution of classic contract law to fit modern circumstances and deals with the issue of at what point does a "memorandum of agreement" for purchase of a company transform into a legally-enforceable agreement with severe legal penalties for interfering with it. Discuss the following issues (use a clear bold-face and underlined heading for each of these sections): (1) Identify the critical facts in the case - in your opinion.  It helps to do a timeline of critical events (on Dec. 28 Pennzoil submitted an unsolicited bid for 16 m. shares of Getty @ $100/share; on Jan. 2 Pennzoil submitted a MOA and offer of $110/share – Getty rejected; on Jan. 3 Pennzoil upped offer to $110 + $3 stub, Getty rejected; etc.) (2) Identify arguments in favor of enforcing the "Memorandum of Agreement."  (3) Identify arguments in favor of ruling that a  legally-protected contract or agreement had not yet been formed.  Which position does your group feel has the most merit?  (4) How can directors that are seeking to sell or merge their company avoid Pennzoil liability?  Check the Revlon and the Paramount v. QVC cases on pp. 761-762.  They hold that once directors decide to put their company up for sale - they have a legal duty to shareholders to actively solicit the highest possible bid.  When there is already one offer on the table, how can directors solicit higher bids from others without incurring liability to earlier bidders?  (Check “fiduciary out” clauses on p. 764 and “breakup fees”).  Compile a checklist of do’s and don’ts for corporate directors who are negotiating to sell their company.

Dec 12


Individual

Tobacco Litigation, p. 354 & handouts, 
                     
 
(6-8 pages)

or Dow Corning Breast Implants - handouts

Instructions: For the case that you select, discuss the following issues (use a clear bold-face and underlined heading for each of these sections): (1) Look at the rationale for strict product liability in your Product Liability handout - does this policy make sense as applied to your specific product (cigarettes or silicone breast implants)? For example, should a smoker who got lung cancer from smoking non-defective cigarettes be able to sue the manufacturer under strict product liability for defective products?  What about a woman who experienced a ruptured silicone breast implant? (2) What are the key facts in the case and legal arguments in favor of imposing liability on the manufacturer?  (3) What are the key facts and legal arguments against imposing liability? (4) What are the potential macro economic implications of imposing or not imposing manufacturer liability on the U.S. economy and manufacturers?  On the individual responsibilities of consumers of these products? (5) Is juror sympathy for injured plaintiffs and the use of “junk science” testimony being used to ignore the law destroy legal industries or will the Supreme Court decision in Daubert v. Merrill Dow Pharmaceuticals (1993) which imposed standards for trial judges to use in screening prospective testimony before it is allowed in front of a jury help to raise the standards for showing causation of injury?  (6) What is your prediction for the future of the U.S. industry you are discussing?  Will the U.S. breast implant industry revive or have we handed over the global market to foreign manufacturers?  Will courts and the Congress continue to ignore the federal preemption or protection against state tort law liability furnished to tobacco manufacturers by the federal Cigarette Labeling Act of 1966?

Dec 20

Group


"Business Methods Patents" Good idea or a barrier to 



(6-8 pages)

 innovation?  Handouts 

Instructions: (use a clear bold-face and underlined heading for each of these sections) (1) Briefly summarize the history of business method patents which include "web patents", and some of the most controversial examples.  (2) What are arguments in favor of patent protection for web developments such as Price Line.com's "reverse auction" or Amazon.com's "one-click purchase"?  (3) What are the strongest arguments against protection of these ideas by a patent? (4) What are the implications of each of these positions for future innovations in e-commerce, new product development and user convenience? (5) Can you suggest alternate methods, such as more limited protection - say 3 years for new "web innovations", or a “period of opposition” for new patents as in the EU, or do you believe it is best to leave web developments totally unprotected so innovations can spread as quickly as possible?

Jan 10

Individual    
        
Grace Pierce/Ortho Pharmaceutical - handouts, 


                      (6-8 pages)

or Peter Barnes/Pentrix – p. 455-456
You are the plaintiff’s lawyer in this HR case and your job is identify and evaluate all possible legal claims that could potentially exist in the fact situation you are analyzing.  See if you can identify 8 to 10 different potential legal claims (or more) depending on the assumptions you make about what happened in the case. 

Instructions:  Dr. Grace Pierce: (use a clear bold-face and underlined separate heading for each of these sections, and for each of your potential legal claims) (1) Identify what you think are the critical facts in the case, both the known facts and the assumptions you have made.  (2) If Ortho did not intend Dr. Pierce to resign - could she prevail on a wrongful discharge suit? (Discuss each of the four wrongful discharge theories – include fraudulent inducement- which would apply or would not apply, and why.)  Could she allege any other possible tort or HR claims even if Ortho did not intend her to resign? (List all potential tort and HR claims for Dr. Pierce and evaluate them)  (3) What if Ortho did intend to force Dr. Pierce to resign – which of the four wrongful discharge theories, and tort or other HR theories could she now sue on? (see if you can spot 10 or more).  Identify all of her potential legal claims and evaluate each of them as to her chances of winning.  (4) Finally, what practical advice would you give to Ortho on how to deal with these sorts of HR issues in the future in order to avoid similar problems? 

Instructions:  Peter Barnes: (use a clear bold-face and underlined separate heading for each of these sections, and for each of your potential legal claims) (1) What are the critical facts in this case and your assumptions about what happened?  (2) List all of the wrongful discharge theories and tort and HR claims Barnes could potentially assert against Pentrix (see if you can identify 10 or more).   Label and evaluate all of the potential claims.  (3) What damages might Barnes be entitled to recover?  (4) On which claims does Barnes have the best chance of prevailing - in your opinion?  (5)  Finally, how should Pentrix operate in the future to protect their proprietary information and what should they do if they suspect an employee is leaking company secrets – in order to avoid these sorts of legal problems?  Provide your advice to Pentrix.

Jan 16


Individual

Zapp Corporation - handout




(6-8 pages)
Instructions: Please use a separate heading for each of these questions: (1) Identify what you feel are the key facts in the case and your assumptions, and then (2) identify every possible thing that each group of Directors of Zapp did wrong based on these facts and assumptions.  Hint - there are many different legal duties in play in this case, and you should apply each of the key cases on duties of directors (Van Gorkom, Hanson Trust, Newmont Mining, Revlon, Paramount, etc.) one-by-one to the fact situation to help you spot the potential legal claims. See how many legal issues you can identify and keep shooting until nothing moves!  (3) Which stockholder claims do you think are the strongest?  (4) Are all of the Zapp Directors in trouble or just some of them?  (4) How should the Board of Directors of Zapp have correctly handled the MBO in order to scrupulously uphold their fiduciary duties to Zapp's shareholders?  Spell it out step by step.  First they should do this. Next, they should do that, etc.
WORK PRODUCT & GRADING POLICIES

Preparation  It is important to read ahead for class as I will call on each student several times over the course of the semester for “big picture” discussion or opinions about important topics as we proceed. This doesn’t mean you need to memorize the facts of a particular case, but you do need to get up to speed by reading the text chapter and handouts on the topic before class.

Group cases are the joint responsibility of each study group.  Joint means that each member of a study group is expected to contribute fairly over the course of the semester to the discussion and preparation of the group assignments and environmental scan – no free riders!  If this is not the case, please notify me and I will assign group project grades individually.                    .

Individual case analyses are your individual responsibility.  Any time that you put your name on an individual project for this course you are asserting that it is your own ideas and analysis.  If it is not, that is academic dishonesty and I am required to submit any evidence of violation of this rule to the Committee on Student-Faculty Relations for a decision.  

Your final grade will be based upon the following point distribution:

Your individual ethics analysis




20%

Your two group case analyses




25%

Your three Individual case analyses



45%

Your contributions to discussions in class and your
        group’s environmental scan.  .   .   .   .   

            10%

         






          _____

             Total



            
           100%

I will grade on a curve, and plus/minus final grades will be awarded.

6
4

