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Chapter 2
Business Ethics and Responsibility: Doing Well by Doing Good

Homework

Multiple Choice Questions

1. What are among the most challenging issues faced by individuals and companies that are involved
in the international business?

a. Finding qualified works and management
b. Safe working conditions and health care
c. Bribery and corruption

d. Wages and living conditions

ANS: ¢

2.  Why is McDonald’s so concerned with both reducing its amount of garbage and recycling the
garbage it does create?

a. It wants to reduce its carbon footprint.

b. It has embraced the idea of sustainable development.
c. It wishes to practise green marketing.

d. It practises cause-related marketing.

ANS: b

3. The consumerism movement has resulted in consumers getting which of the following rights?
a. The right to own property
b. The right to profit
c. The right to vote
d. The right to be informed
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Fill in the Blank Questions

1. When a company donates its employees’ time to work on community activities, it is practising
, but when a company allows its employees to take time to accommodate their
personal needs, it is practising

ANS: corporate philanthropy; corporate responsibility

2. Asocial audit is focused on the “double bottom line,” which takes into consideration such
traditional indicators as and socially responsible indicators such as

ANS: profitability; community involvement

3. If two pharmaceutical companies were to collaborate to establish low prices on drugs in low-
income countries, thus saving lives, their behaviour would be ; however, if those same
companies used workers in low-income countries to produce those drugs but paid them a non-
living wage, their behaviour would be

ANS: iilegal and ethical; legal and unethical

Drag and Drop Questions

1. The amount of harmful greenhouse gasses that a firm emits throughout its operations is referred to as
its
focuses on the actions of the business itself rather than donations of money and
time.

Doing business to meet the needs of this generation without harming the ability of future
generations is

includes all business donations to not-for-profit groups, including both

money and products.

ANS: carbon footprint; corporate responsibility; sustainable development; corporate philanthropy

2. are core values that transcend political, religious, class, and ethnic divisions.

are a set of beliefs about right and wrong.
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are ethical standards that shift depending on particular individuals and the specific
situations they face.

When a person believes it is wrong to steal a pen from Walmart, but that it is okay to take one
home from work, he or she has a(an) issue.

ANS: universal ethical standards; ethics; relative ethics; business ethics

When a company forms a partnership with a not-for-profit firm to raise money for that
organization, the company is considering its responsibility to its

When a company has decided it will not deliberately design products to fail in order to shorten
repurchase times, the company is considering its responsibility to its

When the company CEO has decided that all business air travel will be by economy class, the
company is considering its responsibility to its :

A company that has a very strong and comprehensive harassment policy, is a company that
considers its responsibility to its

ANS: community; customers; investors; employees

are the cornerstone of any formal ethics program.
Personal needs, family, culture, and religion all influence employees’

have more influence than any other variable on the ethical conduct of individuals in
organizations.

An effective corporate ethics program will provide support for any

ANS: codes of ethics; value systems; organizational culture; whistleblowers

Quiz Answers
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Video Case: Zappos Employees Do More Than Sell Shoes

Critical Thinking Questions

1. Briefly explain how Zappos has implemented social responsibility programs into its business.
ANS:

Zappos believes in working for the greater good and giving back to the community. It engages in
activities with charitable organizations to foster social responsibility and has developed relationships
with charitable organizations to further causes such as education, cancer awareness, and poverty
alleviation. For example, Zappos has partnered with “Goody Two Shoes, "’ a charitable organization
that gives new shoes to students in need. It has partnered with several of its vendors to supply shoes
for these students.

2. How have charitable giving and volunteer engagement programs helped Zappos foster social
responsibility?

ANS:

With industrialization, the quality of ice creams went downhill as the quantity volume of production
increased. However, Graeter’s refused to compromise on quality and stuck to its way of making ice
creams. At a time when other ice cream companies focused on volume, Grater’s churned out dense
ice creams with very little air in them, ensuring this by packing the ice cream by hand. The company
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does not engage in mass production and has created a unique position in the market for frozen
desserts because of its emphasis on quality

3. Describe the effect of Zappos’ social responsibility programs on employee morale.
ANS:

Zappos employees enjoy coming together for social activities. These activities foster team building.
There is a sense of camaraderie and strong bonds are created among employees. Employees are
motivated to do things for the greater good.

MindTap Questions

1. What is the reasoning behind Zappos starting a corporate social responsibility program?
a. The company does it because it feels it is the right thing to do.
b. The company does it because it helps the business grow.
c. The company does it because federal governmental regulations require it.

d. The company does it because it provides the firm with good publicity.

ANS: a

A business’s involvement in social responsibility depends on its values, mission, resources,
and management philosophy.

2. How has Zappos helped the surrounding community as part of its social responsibility?
a. It is paying local corporate taxes that are used to build up the surrounding area.
b. It has invested in the surrounding infrastructure.
c. It has invested only in its own core business.

d. It has invested in other businesses in the area.

ANS: b

Beyond increasing everyone’s standard of living, businesses can contribute to society through
corporate responsibility, actions that have a positive impact on the community, beyond donations of
money and time.

3. Where on the spectrum of social responsibility would you position Zappos? Explain?
ANS:
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Zappos clearly belongs at the proactive contributions end of the spectrum. It has chosen to integrate
social responsibility into its strategic plans, making contributions as part of its business goals.

4. Provide an example of how Zappos has been involved in a cause-related marketing program.
ANS:
Zappos has partnered with Goodie Two Shoes, a charitable organization, to provide shoes and socks
to children in need.

Online Case

Case Connection 2-1: Flushing Grandpa

Critical Thinking Questions

Given the increased alternatives for burial today, what method would you prefer for disposing of
the bodies of your loved ones? Why?

ANS:

Student preferences will certainly vary, and may do so very much based on religious beliefs. Some
students might be very environmentally conscious, but still hold to more traditional burial practices.

Identify the pros and cons of this new business.
ANS:
Pros:
cost
being environmentally friendly
Cons:
social acceptance

government regulation may be a problem

While this new form of burial is much better for environmental sustainability, what dimension of
the environment of business will pose the greatest challenge for anyone trying to operate this new
business? Explain.

ANS:

Some students may suggest that government regulation will pose the greatest threat to the
business. Governments at both the municipal and provincial levels may have concerns. However,
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given that it is now acceptable in three provinces and eight U.S. states, it will likely gain
increased approval as it becomes more common, and as it becomes increasingly popular.

The social environment will probably be the biggest are of concern as many people will be opposed
to this practice, some for religious reasons, and some simply because it just might not seem right to
“flush” grandpa. However, if one of the earliest suppliers of this service was able to sell over 200
services in the first full year of operations, it is likely that there will be sufficient demand to make the
business profitable.

As demand grows, the competitive environment may also pose a challenge. Currently, people who
wish this service have few places to get it. If it becomes a popular method of body disposal, a
growing number of funeral homes will offer it. It is very cost effective for those who purchase the
service, and likely very high margin for the funeral home that provides it as, beyond an initial
investment in capital equipment, there will be very little cost per service.

MindTap Questions

2-7

Which of the following is not an advantage of bio-cremation compared to traditional cremation?
a. It can easily recover surgical hardware.

b. It is a much faster process.

c. It consumes less energy.

d. It has less remaining material at the end of the process.

ANS: d

Which of the following is a major advantage of bio-cremation?

a. It completely dissolves a body so there are no remains.

b. It is a “greener” alternative than most methods of body disposal.

c. It is available across Canada through most funeral homes.

d. Its carbon footprint is about the same as for a traditional cremation.
ANS: b

What indications are there that bio-cremations will become an attractive alternative to burial in the
future?

ANS:

In just over a year, it has become legal in three Canadian provinces, including the country’s two
largest. The first company to offer this service in Ontario performed approximately 200 services in
its first year. (Smiths Falls has a population of about 9000 people, so obviously, people are
travelling from outside the immediate area for this service.)
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4. Is bio-cremation a legal or an ethical issue? Explain.

ANS:
This is a legal issue, not an ethical one. Provincial governments must approve this form of body
disposal, but then municipal governments are also involved, for the affluent from the process flows

into municipal waste-water systems.
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L_ooking Ahead

A2-1Explain the purposes of laws and identify the
major sources of law in Canada.

A2-2Describe the characteristics of a contract
and explain how the terms of contracts
are enforced.



|_ooking Ahead

A2-3Describe how both title and risk pass
from seller to the buyer when a sale
occurs.

A2-4Provide an overview of the legal
principles governing agency,
intellectual property, and bankruptcy.



A2-1 The Purpose and Origin of
Laws




The Purpose and Origin of
Laws

Promote stability and order

Protect individuals from physical or
mental harm

Protect property from damage or theft

Promote objectives and standards of
behaviour that society deems desirable

Discourage objectives and standards of
behaviour that society deems undesirable



Sources of Law




. Federal, Provincial, and
ﬂ Municipal Regulatory Agencies




Federal, Provincial, and
Municipal Regulatory Agencies




Civil Law versus Criminal Law

— Civil law — disputes between private
citizens

 Breach of contracts or torts — a tort is a private
wrong that results in physical or mental harm

« Intentional torts arise from willful acts
* Negligence arises from unintentional acts

— Criminal law — involves cases where the
Crown Investigates and prosecutes
Individuals who have harmed society



Differences between Civil and
Criminal Law




Differences between Civil and
Criminal Law




. A2-2 Contracts: The Ties That
£ Bind




What Makes a Contract
Enforceable?

— There must be mutual assent.

— Both parties must offer
consideration.

— The parties must have legal
capacity to enter the contract. .

— The contract must be for a legal
purpose.

— Some contracts must be In
writing.

CONTRAC




What Happens When a Party
#‘ Fails to Satisfy the Terms of a
- Contract?




A2-3 Sales: Transferring
.. Ownership

15



A2-4 Other Legal Principles: Agency

16



Other Legal Principles: Agency

Duties of the agent —
Include compensation,
reimbursement,
Indemnification, safe
working conditions, and
cooperation




- Other Legal Principles:
& Intellectual Property




Other Legal Principles:
Intellectual Property

Copyrights —
exclusive rights to
own, produce, copy,
and sell creative
works, and to license
others to do so




Other Legal Principles:
Bankruptcy




Other Legal Principles:
Bankruptcy

— Trustee in bankruptcy — person who holds
legal responsibility for administering the
affairs of a bankrupt company

— Proposal — contractual agreement between an
Insolvent debtor and creditors that would
allow the debtor to reorganize and continue
operations

— Petition — statement of what a creditor
owes



Other Legal Principles:
Bankruptcy

— Recelving order — officially declares a
creditor as bankrupt and transfers asset
control to the trustee

— Proof of claim — formal notice by a creditor
of what 1s owed and the nature of the debt

22



|_ooking Back

— What is the purpose of laws and what are the
major sources of law in Canada?

— What are the characteristics of a contract and
how are the terms of a contract enforced?

23



|_ooking Back

— How do title and risk pass from seller to
buyer when a sale occurs?

— What are the legal principles governing
agency, intellectual property, and
bankruptcy?

24
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_ooking Ahead

Define ethics and explain the concept of
universal ethical standards.

Describe business ethics and ethical
dilemmas.

Discuss how ethics relates to both the
Individual and the organization.



2-4

2-5

2-6

_ooking Ahead

Define social responsibility and
examine the impact on stakeholder
groups.

Explain the role of social responsibility In
the global arena.

Describe how companies evaluate their
efforts to be socially responsible.



2-1 Ethics and Social
Responsibility

Social responsibility
— the obligation of a
business to contribute to
society

A close relationship, but not the same



Ethics: Murkier Than You Think

A Legal-Ethical Matrix

LEGAL AND UNETHICAL LEGAL AND ETHICAL

Promoting high-calorie/low-nutrient foods with Producing high-quality products.

inadequate information about the risks.

Producing products that you know will break before Rewarding integrity.
their time. Leading by example.
Paying non-living wages to workers in developing Treating employees fairly,
countries [[CATCH: EXthI;Er%r:IT']%e]g_’?l -EmllﬁaUMa:} ter}ﬂP community
Respecting the environment.
ILLEGAL AND UNETHICAL ILLEGAL AND ETHICAL
Embezzling money. Providing rock-bottom prices only to distributors in

underserved areas.
Engaging in sexual harassment. Collaborating with other medical clinics to guarantee
low prices in low-income countries (collusion)
Practising collusion with competitors.

Encouraging fraudulent accounting.



Universal Ethical Standards

m Universal Ethical

Standards'

TRUSTWORTHINESS e honest

Universal ethical
e standards — developed
s e by Character Counts, a
o non-partisan organization
of educators, community
leaders, and ethicists

RESPECT

FAIRNESS
CARING Be kind

CITIZENSHIP



2-2 Business Ethics:
Not an Oxymoron

Business ethics — the
application of right and
wrong in the workplace




2-3 Ethics: Multiple
Touchpoints




Ethics and the Individual: The
Power of One

Framework for ethical decisions:

1. Do you fully understand each
dimension of the problem?

2. Who would benefit? Who would suffer?

3. Are the alternative solutions legal? Are
they fair?

4. Does your decision make you
comfortable at a “gut feel” level?

5. Could you defend your decision on the
nightly TV news?

6. Have you considered and reconsidered
your responses to each question




Ethics and the Organization: It
Takes a Village

— Ethical influence starts at the top.

— Actions matter more than words.

— The appearance of shaky ethics can be
deeply damaging.

— “CEOs In particular must communicate their
personal commitment to high ethical standards

and consistently drive the message down to
employees through their actions.”

10



Creating and Maintaining an
Ethical Organization

o Ok W

— Organizational culture
— Role of top management

— Code of ethics:
1.

Executive buy-in

Clear expectations
Integrated approach

Global and local
Whistleblower support
Reporting and enforcement

11



Ethics at Work: How Would You
Judge the Actions of These Business
|_eaders?

— Microsoft CEO Bill Gates and his wife
established the Bill & Melinda Gates
Foundation, promoting health, education,
and development around the world.

— Whole Foods CEO John Mackey posted
thousands of comments on Yahoo!
Finance, hyping his company and attacking
Wild Oats, a competitor he was planning to
purchase.

12



Ethics at Work: How Would You
Judge the Actions of These Business
|_eaders?

— Chris Spence resigned from being the director
of the Toronto District School Board for
plagiarizing speeches, blogs, and newspaper
articles.

— Martin Shkreli, CEO of Turing
Pharmaceuticals, raised the prices for a cancer
drug by 5000% after they acquired marketing
rights for the drug.

13



Ethics at Work: How Would You
Judge the Actions of These Business
|_eaders?

— Sylvie Therrien blew the whistle in 2013
when the government forced her to meet
aggressive savings quotas aimed at reducing
payments to EI claimants.

— Former Prime Minister, Brian Mulroney,
accepted cash from a German businessman,
placing it in a home safe and a New York
safety deposit box.

14



2-4 Defining Social Responsibility:
Making the World a Better Place

Stakeholders — any groups
that have a stake, or a
personal interest, in the
performance and actions of
an organization

15



Capitalism with a Conscience

— The gains in wealth, health care, education, and
technology have not been evenly spread.

— Half of the world’s population lives on less
than $2 per day.

— 94% of the world’s earnings go to 40% of the
people.

— Bill Gates has called for a new approach to

economics: creative capitalism.

16



The Spectrum of Social
Responsibility

Responsive
Contributions Contributions

‘Some businesses do not
recognize an abligation to
society and do only what's
legally required,

17



Social Responsibility at Work: How
Would You Judge the Actions of

M Social Responsibility at Work
How would you judge the actions of these firms ™

18



Responsibility to...

19



Responsibility to Employees:
Creating Jobs That Work

20



Responsibility to Customers: Value,
Honesty, and Communication

Planned obsolescence —
deliberately designing products
to fail in order to shorten the
time between purchases




l Responsibility to Investors: Fair
Q Stewardship and Full Disclosure




Responsibility to Community:
Business and the Greater Good

Corporate philanthropy —
business donations to non-profit
groups, including both money
and time

Cause-related marketing —
partnerships between businesses
and non-profit organizations,
designed to spike sales for the
company and raise money for
the non-profit




Responsibility to the Environment:
Sustainable Development

24



Choosing Between a Loaf of
Bread and a Packet of Shampoo




2-5 Ethics and Social
Responsibility in the Global
Arena: A House of Mirrors?




2-6 Monitoring Ethics and Social
Responsibility: Who Is Minding the
Store?




|_ooking Back

— What is ethics? Business ethics? What are the
universal ethical standards?

— What are ethical dilemmas?

— How does ethics relate to individuals and the
organization?

28



|_ooking Back

— What is social responsibility and what is its
Impact on stakeholders?

— What is the role of social responsibility in
the global arena?

— How do companies evaluate their efforts to be
socially responsible?

29



