Unit 5 Assignment
Mid-Southern Life Insurance
Basic Idea

For your group project, I would like you to respond to issues raised in the "Seven Questions Boards Should Ask their Chief HR Officer" (McCann, Joseph E. (2006).  Human Resource Planning, March, 2006, vol. 29, p. 4-ff) for the company described in the case below.  This plan should reflect the issues that have been covered in this class.

To do this project, you will take the following steps:

1.  Read the article "Seven Questions Boards Should Ask Chief HR Officers."

2.  Read the "Midsouthern Life Insurance Company (MLIC) case. 

3.  Form seven groups, with each group taking one of the seven questions, given at the end of the case.  Each group will assume the role of the Chief HR officer for MLIC and prepare to respond to the board (me) on their question, in an oral presentation.

4.  Morris Howard will be joining us in the classroom.  You will have 15 minutes to ask "Moe" any questions you want.

5.  Meet as a group to discuss your question, and how it affects MLIC.

6.  In the next class, each group will make an oral presentation (graded) of not more than 9 minutes on its assigned question.  This will be done as a presentation to the board of MLIC, and can be structured any way you like.  It will be graded, with all group members getting the same grade.

Here is the case:  

You are Chief HR officer of Midsouthern Life Insurance Company of Atlanta, GA (MLIC).  MLIC is currently facing a very difficult situation.  It has recently acquired Grandiose Moving Pictures. Ltd. of Malibu, California, in a deal worth $2.3 billion.   Here are the details of the company and the acquisition:

Jasper Dickson and his brother Raoul founded Midsouthern Life Insurance Company in 1908 in Atlanta.  The company started out small, providing life insurance for working families in and around the Atlanta area.  MLIC has grown steadily, but not because of flamboyant leadership.  Rather, the company has been conservatively managed, using little or no debt, and by carefully limiting the risk they took with their clients.  For example, they were the first company in the South to not insure smokers, drinkers, and those who eat barbeque.  

This conservative approach at MLIC has resulted in years of strong cash flow.  In fact, the company has never had a year in which it lost money.  As retained earnings have allowed, MLIC has purchased other small, conservatively managed insurance companies, and assumed their portfolios.  This has allowed them to expand beyond AtlantaBfirst in the South, and eventually to all 50 States.  Their strongest ties are in the Southern U.S., but the company has policyholders in all parts of the country.  

Since its founding, MLIC has grown to a multibillion dollar company.  In 1964, MLIC did an initial public offering on the New York Stock Exchange, but the Dickson family retained the majority of the shares of the company.  The IPO resulted in a huge windfall of cash for the company, which was used for further expansion.  

Until 2004, control of the company remained in family hands, with Raoul=s grandson, Ruprecht Dickson acting as Chief Executive Officer, and Chairman of the Board.  Ruprecht=s only child, Mason Dickson, has no interest in running the company.  Raised in luxury, Mason=s only interest is spending the family fortune, and playing Yahtzee.  He has a huge collection of Yahtzee games, and spends most of his time at tournaments, and cruising Yahtzee bars.  

In 2004, Ruprecht turned 87, and decided to step down as CEO.  With no heir in the family left to run the company, the Board of Directors decided to hire a "professional" manager from the outside, and selected Morris K. "Moe" Howard for the job. Moe had previously been Vice President for Corporate Risk at Hornblower Fidelity Assurance Company in Hartford, and has 32 years in the insurance business.

Upon arrival at MLIC, Moe was astonished to see the level of cash the company had on the books.  The liquid assets far exceeded any standards set by either State or Federal regulators, and when he asked about this, Moe was told that, "the family liked it this way."  Moe realized that he had an obligation to the family, but also to the other stockholders of the company.  These investors want a high return on investment, and with the money simply languishing in banks, treasury bills, and other debt instruments, MLIC was only making a fraction of the return on investment that this money should have been making.

Moe decided that the best way to put this money to work was through acquisitions.  He looked at the insurance business, and saw little that could be done.  Others had already acquired most of the good companies of a size that could be purchased.  The only companies left in the insurance industry were the size of MLIC.  Any acquisition of these companies would actually be a merger, and MLIC would probably lose control of at least part of the company to an equal partner.  The family didn't want this, and neither did Moe.  He didn't want to risk losing his new title through a merger.

The option Moe could see was to acquire a company outside of the insurance business.  The family agreed, but only with restriction that MLIC would not go into debt for the purchase.  This limited the possibilities, and meant the company could either pay cash or swap stock for the purchase.  Nevertheless, Moe was determined to improve things for the stockholders, and began an aggressive search for a potential takeover target.

Before long, he found the company he wanted:  Grandiose Moving Pictures, Ltd. (GMP).  GMP is a classic Hollywood movie studio.  In the last few years, they have made such hits as "In Search of Patty," the story of a young girl=s battle with maple syrup addiction, and "Can=t Stop Snapping," the biography of doo-wop singer/accordionist Mel Thorkelson.  However, like all movie studios, they have their share of flops.  Who can forget, "Run, Spot, Run," critically considered to be the worst gerbil movie of all time, and a box office disaster that cost GMP millions?

In fact, this is the nature of the motion picture business.  Most studios figure that of every 10 movies they make, one will be a blockbuster, two will be successful, three will break even, and four will flop.  They hope to keep the costs down, so the movies that do make money will fund those that don=t.  But, the business is fickle.  Sometimes the flops come in bunches, and it can be as much as two years between big, $200 million hits.  And, the fact that you have just produced a hit doesn't mean that the next one will be a hit.  You could have a long dry spell.  

GMP has been a very successful company, relative to others in the movie industry.  Nevertheless, every movie is a roll of the dice.  Even movies that do well at test screenings do no better at the box office than ones that don=t.  In other words, you can=t really predict which movies are going to be a success.  The only thing you can do is make the best movies you can, cross your fingers, and hope for good reviews.

When Moe looked at GMP, all he saw was opportunity.  What does a movie studio need?  Lots of up front cash to make the movies.  What does MLIC have?  That=s right, unused cash...a perfect fit.  It didn't take a lot of convincing to get the board to go along with the purchase, and for cash, and some stock swaps, MLIC purchased GMP earlier this year.  

MLIC decided to bring in GMP as an operating unit of MLIC.  GMP retained the name and its current management, but with the caveat that Moe wants to fully integrate the two companies into one cohesive unit.  The name of the movie studio will now be Grandiose Moving Pictures, a MLIC Company.   

Moe sees the potential for synergy, and wants to remove redundancies in the operating structure of the two companies.  Most of all, he wants one big happy family, with both the movie studio and the insurance company working as a single unit.  He wants to integrate as much as possible, with one administration, including Human Resources, for the entire company.  

However, within the first few months, as the two companies were starting to be integrated, some difficulties began to occur,.  The Board of Directors of the new unified company was expanded to include members of the GMP Board.  These Board members almost immediately began to have disagreements with the existing Board.  The GMP Board members can=t understand why the MLIC members are so stodgy.  One of the new members who came from the GMP side, Michelle Legree, confided to you this way, 

"The MLIC board members are fossils.  There has never been a woman on the board, and certainly never a person of color.  All they want to do is continue to do things the way they have been done since 1908Bsave, save, save.  Nobody is willing to take any risks at all.  I say, >nothing ventured, nothing gained,= and these old dinosaurs aren't willing to try anything.  What did we get ourselves into?  If they had their way, we wouldn't ever make any movies at all.  I'll tell you this, if we can=t get some action soon, I=m going to quit!"
The MLIC board members see it quite differently.  Here is what Harrison J. Sherwood, III, an old time MLIC board member, had to say,

"How did we ever get ourselves in bed with these screwballs.  The GMP people are nothing but a bunch of weirdoes and freaks.   I had heard about Hollywood types before, but I never realized they would be anything like this.  All they want to do is empty our bank account.  Our clients didn't pay us their hard earned insurance money to make this porno-filth.  We are going to put this business on solid footing, or shut them down.  The greed of the movie producers and these so-called "actors" is beyond belief.  These guys make more money that I do, and for what...prancing about half naked on a movie set?  What is the benefit to society of that?"

Needless to say, Moe is nervous.  He remains convinced that the buyout of GMP is a good idea.  This company has been making high returns on investment, when averaged over 10 years, and he can=t see why anybody would want to turn that down.  Yet, Moe understands the clash of cultures between the two companies, but he thinks that this can be resolved.  

He has turned to you as his HR person, because he sees the difficulties he is facing as being primarily people related.  He feels he needs a strategy, both from a company perspective and from an HR perspective that will resolve the personality conflicts, and put the company on a unified course that will maximize shareholder advantage.
Here are the group issues:

Group 1: Can HR create an internal operating strategy for itself that will address the cultural gap in the two operating units, as well as making it a "profit center" for future growth?  

Group 2: Does the current leadership have the skills necessary to run this company?  If not what can HR do to remedy this situation?

Group 3: Does the company have the people it needs in the current leadership positions?  If not, what can HR do to rectify this?

Group 4:  The Company has been family run for years.  What can the company do to make certain there will be a succession of leadership in place to carry the unified company for the next 20 years?



Group 5: The Company's culture is currently in conflict.  What planning strategy does HR recommend to unify the company?

Group 6: MLIC has traditionally been a white male dominated company.  Diversity has been thrust upon it.  What strategy should the company pursue to create a friendly environment for cultural, racial and gender diversity?

Group 7: How can MLIC harmonize its core values and create ethical standards that all can accept?

.


