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This case teaching notes was prepared by the authors and is intended to be used as a basis for class discussion.  The views represented here are those of the authors and do not necessarily reflect the views of the Society for Case Research.  The views are based on professional judgment by the Society for Case Research and the authors.  No part of this work may be reproduced or used in any form or by any means without the written permission of the Society for Case Research.

Case Overview
Dwelling House Savings and Loan Organization (DHSL) is seeking to increase its reserve by $20,000 to become eligible to be fully insured by the Federal Savings and Loan Insurance Corporation (FSLIC).  However, recently, DHSL experienced a drop in savers account, an increase in the loan request, and a spike in loan delinquency.  As one of the only bank that offers residents of the Hill District mortgage services, Dwelling House is dealing with the aftermath of the financial crisis that hit the community because of the urban redevelopment of the Lower Hill District.  The renewal project led to the displacement of many residents from their homes and businesses.  This relocation caused most of the community members to lose their source of income and the ability to keep up with their loan payment.  With an increase in the number of Hill District residents defaulting on their loans, DHSL is under pressure to secure their depositors’ funds.  DHSL needs to become fully insured by the FSLIC to be able to secure the funds.  In the face of this challenge, DHSL management has to decide if they want to keep fulfilling its core mission of providing an affordable mortgage for the Hill District community or change their mortgage policy to align with other traditional banks in the marketplace. 

This is a decision case, and it requires students to decide on the adequate solution that will enable DHSL to sustain its operations in this financial crisis.  The case can be used to teach undergraduate and graduate courses in leadership, ethics, social responsibility, and policy.  In analyzing the case, students should be familiar with the concepts of servant leadership, ethical leadership, corporate social responsibility, and the stakeholders’ theory.

Research Method 
The information on Dwelling House Savings and Loan, presented in this case, was obtained from several secondary sources.  All the names in the case represent the actual actors and decision-makers.
Learning Outcomes
After reading this case, the students should be able to:	Comment by Author: Add leadining objectives
1. Identify the stakeholders and their interest in this case. (LO1)
2. Examine the competing pressure that business encounter when making ethical decisions. (LO2)
3. Understand the notion of “stakeholder salience” as a tool for effective stakeholder management. (LO3)
4. Explain the servant leadership characteristic and its application in this case. (LO4)
5. Analyze the issues facing DHSL and present alternative solutions that will help DHSL tackle their financial problem in a socially responsible manner. (LO5)

Discussion Questions

1. Who are the primary stakeholders, and what are the significant interest that DHSL management has to consider in making their decision?  (LO1)
2. What impact will each of the three solutions offered to DHSL have on the stakeholders identified in this case?  (LO2)
3. How can DHSL better understand the influence of the different stakeholder groups and how to manage these relationships effectively?  (LOC3)	Comment by Author: Remove
4. What characteristics of servant leadership do you see Mr. Robert Lavelle exhibiting in his leadership approach at DHSL?  Explain the rationale for your answer.  (LO4)
5. Based on the analysis of this case, what alternative solution do you think will help DHSL raise the required funds to qualify to become fully insured by FSLIC without jeopardizing their relationship with the Hill District?  (LO5)

Answers to Discussion Questions
1. Who are the primary stakeholders, and what are the significant interest that DHSL management has to consider in making their decision?  (LO1)

When thinking of the stakeholders, in this case, there are different approaches which can be used to understand this concept.  For example, using the corporate social responsibility lens, the idea is that business has to be accountable to a range of stakeholders besides their shareholders and investors.  Similar to the CSR perspective, the stakeholder theory views the concept of stakeholder from two angles (Freeman, 2004).  In considering the stakeholder relationship, the first question to ask is, what is the purpose of the business organization.  To understand this question, we learn that the objective of any business is always connected to value creation, and it requires a contractual process that involves multiple contributors. 	Comment by Author: Chan top “that can”
The second point to consider, is what responsibility does the business organization have to the stakeholders?  It is the business responsibility to work for the interest of the collective stakeholders.  For example, in the case of DHSL, the core purpose is to serve as a thrift that creates value for “the underserved people in the community” by providing a low-cost mortgage.  In creating this value, DHSL has to work to support the interest of the collective stakeholders partaking in this value creation process, which means that DHSL management has to consider the benefit to their customers, community, employees, shareholders, and investors.  For students to adequately answer this question, they should first create a list of DHSL relevant stakeholders and then identify their interests. 	Comment by Author: Change verb tense.	Comment by Author: Change to “its”

An example of the list is shown below.
	List of  relevant Stakeholders for DHSL

	
	
	
	

	Customers
	Employees
	Community
	Owners

	Depositor,

	DHSL Employees
DHSL Board 
	Hill District Community
	Shareholders
Investors 




If the faculty wants, this list can be used as the basis to discuss the various interest of the stakeholders that DHSL management has to consider when making their decision on what solution to adapt to raise the required funds.  Students can then use the concept of the stakeholder theory and CSR to analyze the stakeholders' interests and the influence it will have on the management decision making process. 
2. What impact will each of the three solutions offered to DHSL have on the stakeholders' interest in this case?  (LO2)

Interest can be defined as the level of importance of issues based on the value, desire, need, and concern of the groups (Jones, Murrell, & Smith, 2013).  Since DHSL interacts with diverse stakeholders, there will be conflicting interests among the groups.  The impact of the solutions offered to DHSL will vary based on the different stakeholder's interest.  The idea that stakeholders have competing interest further shows the pressure that businesses sometimes undergo to balance the need for corporate social responsibility and the need for financial stability.  For example, if DHSL decides to implement solution one, which is to use legal means to recover the loans, based on their interest, the impact of this option differs across the stakeholders.  In the case of the depositors, and the investors, shareholders, this option will have a positive effect on their financial investment in DHSL.
Similarly, option one will have a positive impact on DHSL employees and management because it will provide financial stability.  The financial stability will cause this group of stakeholders to have some sense of economic security. 
For the Hill District residents, this option will lead to a negative impact on their creditworthiness, economic wellbeing, and the relationship and level of trust this community share with DHSL.  Using this format, students can analyze the effect that each of the solutions provided has on the stakeholders, using the CSR framework and the definition of interest. 
3. How can DHSL better understand the influence of the different stakeholder groups and how to manage these relationships effectively?  (LOC3)

The concept of “stakeholder salience” reflects the extent to which the stakeholders are active, visible, and vital to the organization’s efforts and activities.  The salience of stakeholders is essential for an organization as they seek to engage and manage these critical relationships. Stakeholder salience also represents the extent to which leaders can or should give priority to the interests or claims that a particular stakeholder group can impose upon the organization.
Mitchell, Agle, and Wood (1997) provide a model of stakeholder salience that focuses on three key dimensions to determine the factors that drive the influence that can be placed on the organization.  These three key dimensions or attributes of stakeholders are power, legitimacy, and urgency. 
Power is defined as the level of authority that a particular stakeholder group has on the organization, its efforts, and its objectives.  Stakeholders can use several different sources of power such as coercive (threats, intimidation, strikes, protests), the incentive (cooperation, give-backs, partnership) and utilitarian (strategic alliances)
Legitimacy is the lawful or valid influence that a stakeholder group can exert on the organization.  Legitimacy is often viewed as the appropriateness of the stakeholder group in the organization effort.  The more legitimate the stakeholder, the more appropriate their claim for responsiveness or cooperation by the organization.  	Comment by Author: Change to “organizations”
Urgency is whether a stakeholder’s claim requires immediate attention such that they are time-sensitive and require action by the organization.  These depend on both on-time factors and the level of criticality of the claims or interests of the stakeholder. 
 Using these three dimensions, organizational leaders can better understand and prioritize the interest and demands that stakeholder groups place on the organization.  This is often seen as an efficient approach for effective stakeholder management.  While these three factors are essential, they are not static and can change with time and circumstances.  Thus, organization leadership should continually evaluate stakeholder salience to manage these critical relationships effectively.
	DHSL Stakeholder Salience Analysis

	
Stakeholders
	Power
	Legitimacy
	Urgency

	
Customers
	
	
	

	
Depositors
	
	
	

	
Employees
	
	
	

	Hill District Community
	
	
	

	Shareholders/Investors
	
	
	

	DHSL Board
	
	
	


If the faculty wants, this list can be used as the basis to discuss the various attributes of stakeholder salience and then discuss with students how DHSL can adequately manage these critical relationships. 
4. What characteristics of servant leadership does Mr. Robert Lavelle exhibit strongly, and what aspects does he need to improve on in his leadership role at DHSL?  Use examples from the case to support your answers.  (LO3)

[bookmark: _GoBack]The concept of servant leadership gives an excellent framework to understand leadership and decision making.  Greenleaf (2006) defined servant leadership as having that desire to serve in an accountable manner and also having the awareness to recognize the impact of leadership decisions and actions on others.  The basic idea put forward by Greenleaf in the concept of servant leadership is that the focus and attention should be on the follower and not the leader.  In other words, servant leadership is about the perceptions of the followers, not the leader.  For example, in this case, what that means is that the servant leader will give attention to the needs and interests of all stakeholders (customers, employees, community, and the investors), not just the shareholders.  Expanding on Greenleaf’s work on servant leadership, Spear (2004) observed that servant leadership is about serving others and having a willingness to share power in the process of serving.  Spear identified eleven characteristics that are essential to the development of servant leadership.  These characteristics are (1) listening, communicating with and listening to the views of others (2)awareness, having a sense of happenings in the environment; (3) calling, the natural desire to serve others; (4)empathy, able to understand and accept others as they are; (5) healing, having the potential to help make self and others whole; (6) commitment to the growth of others, nurture others to grow spiritually, professionally, personally; (7) conceptualization, the ability to look beyond the present and think creatively ahead; (8) foresight, ability to anticipate likely outcomes of circumstances; (9) persuasion, influence others based on reasoning rather than relying on formal power; (10) building community, working to create a sense of community in the organization; (11) stewardship, having the responsibility to hold something in trust for another (Spears, 2004). The students should use these characteristics of servant leadership to analyze Robert Lavelle leadership approach in the case.
Throughout the narrative of this case, Robert Lavelle showed strength in a number of these servant leadership characteristics.  Mr. Lavelle demonstrated strength in the areas of calling, growth, building community, healing, empathy, persuasion, and awareness.  Mr. Lavelle will need to improve in the areas of foresight, stewardship, and conceptualization.
5. Based on the analysis of this case, what alternative solution do you think will help DHSL raise the required funds to qualify to become fully insured by FSLIC without jeopardizing their relationship with the Hill District?  (LO4)

After considering the various interest of the stakeholders and analyzing DHSL financial situation, an alternative option that DHSL can consider is to underwrite the company and list it on the stock market.  DHSL can raise its reserve by trading its stock in the marketplace.  The advantage of listing the company is that it will provide economic stability and a sense of confidence for DHSL customers, employees, depositors, shareholders, and owners.  It will also allow DHSL to focus its business operation around its core mission, which is to serve the Hill District community.  The disadvantage of this solution is that it might take some time and effort to complete the process for listing the stock on the market.
General Discussion
The DSHL case examines the complexity involved in balancing stakeholders’ interest with business needs.  It provides students the opportunity to observe how a small community-based thrift struggled between the decision to fulfill its organization core mission which centers on corporate social responsibility (CSR) and a pressing need to sustain its business operations.  In discussing and analyzing the questions, it is essential to understand how the theoretical tenets of servant leadership, ethical leadership, and stakeholder theory relates to the concept of CSR.  The case presents an opportunity for students to examine, evaluate, analyze, and discuss the principles of servant leadership and corporate social responsibility as it applies to business decisions.  It also allows students to identify and discuss the role of stakeholder theory and ethical leadership in making decisions. 	Comment by Author: Change to “organization’s”	Comment by Author: Add comma in front of ”which”
The case is suitable for a lecture/discussion format.  Faculty can assign students to work in small groups.  Using the information from the case, students can work in small groups of three and four, to analyze the options available to DHSL to achieve its core mission as well as sustain its business operations.  At the end of the discussion, each of the groups will present their analysis, recommendation, and justify their decision to the broader class audience.	Comment by Author: Added “s”

Epilogue
The purpose of the answers provided in the teaching note is to guide the direction of the discussion of this case.  There is no one single answer to these questions; multiple approaches can be used to analyze the problems highlighted in the case.  However, the theoretical framework of servant leadership, corporate social responsibility, ethical leadership, and stakeholders’ theory are crucial for developing an understanding of the issues addressed in this case.  In the actual scenario depicted in this case, DHSL management decided to retain its community banking model in the Hill District, and it developed an alternative solution that allowed it to generate the required funds from individuals and corporate businesses in the city that supported its core mission.  
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