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PHI 2397–FAll 2012                
BUSINESS ETHICS               
MODEL of FINAL EXAM 

1)What is the difference for terminating an employee if there is “just cause” and if there is not?
ANS: Employers have the right to fire immediately, for “(just) cause”:

In the case of serious misconduct or willful disobedience

If they claim just cause, and the employee files for unfair dismissal, the onus is on the employer to provide the reason(s) for the firing
If there is not just cause there are some options:

2a with (reasonable) advance notice

Reasonable: depends on job level, years employee, age, etc

Or

2b. with compensation in lieu of reasonable notice

There is also:
“Constructive dismissal”
Not firing but significant downgrading of position, without justification (not legal)
2. Laws against bribery of foreign officials distinguish bribery from "grease payments" or "facilitating payments". How and why? 
ANS: Bribes are considered promising or authorizing payments or gifts of money or anything of value to officials with the intent to corrupt for the purpose of retaining, obtaining or directing business. They also cant give other people money who then give it to these officials. Grease payments make otherwise slow officials work faster. Ie: obtaining licenses quicker. In general Grease = small amount for regular acts. Bribe = large for irregular
3. What does the theory of utilitarianism require for action to be ethical? What is a criticism of the theory?
ANS: - Compare alternative actions for consequences

     for all persons affected

     positive and negative (benefits and harms); and degree/extent

- Choose option that maximizes benefits, minimizes harms

=  "greatest happiness for the greatest number"

Advantages:

 - factual and measurable

 - flexible: not fixed rules 

 - realistic: moral trade-offs & balances unavoidable 

Disadvantages:

- Intentions don't matter, only results do?

- Anything/Everything acceptable in some circumstances?

- Neglects rights?

- Neglects special obligations? Family, friends, co-workers?

- Harms and benefits: What to include, and exclude? How far into future?  

- Is everything comparable?

4. The ethical theory of absolute rules is based on testing for "universalizability”. Explain the essence of the test and what it is supposed to show.

ANS: You are required to imagine that everyone could do what you intend, for example break a promise if convenient. If everyone were to do this, promising would be meaningless. So, if universalizable the intended action is ethical, and if not, then not. You are wrongly trying to make an exception of yourself /you are intending to treating others as means to your ends.

5. What does “stakeholder theory” claim? What is a criticism of the theory?
ANS: It claims that groups (beyond shareholders/owners) who are affected by a business must be considered in assessing the business’s policies. Stakeholders include employees, suppliers, the local community/citizens, consumers, etc. [Any examples OK]. However, the theory is too vague/does not indicate exactly who is entitled to what/does not indicate a priority of rights and obligations. [Any one sensible criticism suffices.]
6. Advertising can be defined in terms of two main purposes. What are they, and what ethical concern arises about them?   
ANS: One purpose is to provide information/choice for consumers. Another is to promote sales. The concern is that these purposes may conflict, because promoting sales may involve not providing full information/not informing about negative aspects/deceiving. 

7. Concerning responsibility for product safety, the principle used to be simply "caveat emptor". What does it mean, what has been a main criticism of it, and what general change has resulted?    

ANS: It means "buyer beware"/that responsibility lies with the consumer in case of any problems of safety, defects, etc. But this neglects the inequality of expertise or information between the seller (maker/advertiser) and the buyer. So, responsibility has shifted much more to the seller or producer. 

8. What is meant by "genetically modified foods" and what are two main concerns raised about them?
ANS: GM foods are ones in which the genetic structure/DNA has been modified (by science), for the purpose of enhancing colour, taste, resistance to pests, speed of growth, etc. [Any such] Concerns are: health effects are unknown; altering the ecosystem can be destructive; “playing God” is unethical for some views [Any two sensible concerns] 

9. In a much-publicized case, a drive-through customer at McDonalds who spilled coffee in her lap sued the company. What was her case based on, and what (in general; dollar amounts not needed) resulted?
ANS: 70 year old woman sues for spillage in lap at McD drive-through

Car was stopped; serious burns, skin grafts

Jury awards $160k compensation + $2.3 million punitive damage

- warned already (prior incidence) => hotter than normal coffee

previously sought $20k mcd refused

court reduced to $480k

settled for undisclosed amount before appeal

10. What occurred at the Westray Mine in Nova Scotia in 1992, and what did a public inquiry determine about it?
ANS: 26 killed

Opened 1991 major fed and prov. Loans

Warnings of dangers from union & mpp

Underground explosion

Company claims worker errors

1993 Owner (Curragh Resources) bankrupt 1993

1997 Public inquiry, judge: lack of training, failures to heed warnings;

Pressure for production; gov’t inspections deficient

1998 criminal charges against co. Officials dropped,

Lack of evidence,

Major lawsuit for damages rejected; worker compensation instead

2003: new Canadian legislation

Criminal penalties for mgrs who do not exercise due care or safety

11. Decades before the subprime crisis, there occurred in the United States in the 1980s the somewhat similar Savings and Loan (S & L) scandal. What occurred?

ANS: Originally: highly regulated, limited to deposits, with ceiling on interests; and loans for mortgages

Late 1970s: rise of general interest rates to double digits

Oil prices doubled

Interest rate ceilings for S&Ls ; competitive disadvantage; depositors turn elsewhere

1970s-80s deregulation (Pres, carter Reagan)

S&L’s allowed more speculative ventures, commercial real estate, etc

Reduced net worth requirement

Relaxed accounting practices

Federal insurance increased for deposits

Number and responsibility of govt’ regulator/overseers reduced

Criminal activities: 

“land flips” special loans to S&L managers

Combination of risky investments, accounting practices, lack of oversight, etc:

Bankruptcies of over 1000 S&L’s

Cost and bailout 153$ billion govt US taxpayers cover 123.8 billion

1989 pres George bush (sr) bailout plan

12. The Savings and Loan (S & L) scandal of the 1970s and 1980s in the U.S. is often presented as a failure of government regulation that ended up being very costly for taxpayers. Explain how so. 

ANS: S&L Associations were limited to accepting deposits and lending for mortgages, and closely regulated as to: interest they could pay, accounting requirements, and allowable investments. [Not all needed] When interest rates rose rapidly and home sales plummeted, S&Ls became uncompetitive vis-a-vis full banks. So, regulations were removed, but gov’t insurance maintained/increased. Many collapsed, costing taxpayers (125+) billions. [Could also mention: actual fraud, reckless internal loans, etc.]

13. In Microsoft Corp. v. Commission of the European Communities (2007), what was decided and why?
ANS: Microsoft had been bundling its media player with its Windows system though without extra cost, and  rendering Windows inoperable with alternative players. The court held that, given Microsoft's dominance in the market, this inhibited competition and innovation. Microsoft had to pay a substantial fine, provide compatibility information to competitors, and make available Windows with and without its media player.
14. In response to the Enron scandal and others, the Sarbanes-Oxley Act in the U.S. was passed and similar legislation in Canada. What are two main elements of either the U.S. or Canadian legislation?  
ANS: New accounting rules were involved, including: CEO/CFO is required to sign financial statements; accounting firms cannot also be consultants; accountants must be changed periodically; audit committees must be independent; companies must provide prompt and full disclosure of major changes in their financial situation; protection is provided for whistleblowers; stricter penalties are imposed for fraud. [Any two of these. It may also be noted that Canadian legislation is provincial, not federal.]

15. Infant formula as marketed by Nestlé was a target of boycotts in the 1970s and 1980s. What are two aspects of the marketing that were of concern?
ANS: The marketing of infant formula in developing countries included: getting poor women to accept bottle-feeding in spite of its cost; getting women to accept bottle-feeding in spite of the health benefits of breast-feeding; giving out samples which, once started on, required continuing with them; using employees dressed up as nurses to persuade mothers of the benefits of bottle-feeding; requiring mixing a powder with water where clean water was unavailable. [Any two. Others possible.] 

16. What did the U.S. Supreme Court conclude in F.T.C. v. Colgate-Palmolive Co. (1965), and why?
ANS: In a TV commercial, it was allegedly shown that shaving cream could shave sandpaper smooth; which it could. But sandpaper was not used (plexiglass was) because it would have melted under the TV lights. The court held that this was supposed to be a test in which “seeing is believing”. So this was deemed misleading advertising.
17. The recent and ongoing economic recession that began in the U.S. housing sector entered a new phase when it extended to the financial sector and involved “securitization”. Leaving aside the names and fates of specific companies, what main things occurred in that phase that were so problematic?      
ANS: (Subprime) Mortgages were bundled as investments, and bought by and traded among banks/investment firms. Complex elements were added ("derivatives") which became increasingly detached from the underlying collateral, the value of the homes. Further, as the collateral behind these abstract investments decreased in a falling housing market, the securities became worth less or had a value difficult to assess. Companies with billions of dollars of these (“toxic”) assets (had to write them down or) collapsed or were bailed out. (And given the uncertainty, they were not lending as normal, resulting in a "credit crunch".)

18. Focussing on its main point and not its details, what is the "prisoners' dilemma" meant to demonstrate about the outcome for the prisoners? What is a possible application to an ethical issue for business?
ANS: The prisoners' dilemma (a hypothetical situation) shows that if everyone exclusively follows self-interest, everyone is worse off than they would be otherwise / than if they cooperated. But as a matter of pure self-interest, it makes no sense to cooperate as long as others cannot be trusted to do so. The situation of pollution exemplifies this in that individual persons or businesses are each better off by not bothering about it, but all are worse off as a result. (Enforcement through regulation is perhaps the solution.) [This could also be exemplified with regard to any competitive situation, or just to everyone having the incentive to cheat although everybody loses out as a result). [More details of the PD, with the incentives for each prisoner to confess, etc., may be presented, but are not needed]
19. Certain business practices are sometimes likened to aspects of the game of poker. Explain and illustrate the main point of this analogy, and then present two criticisms it.
ANS: In poker, bluffing is allowed (trying to deceive other players you have a winning hand so they drop out and leave you the pot). No one can rightfully complain if deceived. It has been argued that business in a competitive free market is like this,  for example, if you are trying to make a sale it would be legitimate to falsely claim you have another offer in hand/ to make appealing and deceptive statements about a product or service. [Etc.] Criticisms include: The mere fact that it may often be done does not justify it; the normal and rightful expectation is that people will not deliberately deceive; playing poker is optional but people cannot opt out of all business transactions; the potential harm from deception in business can be extremely grave (normally much more than in poker). [Any two sensible criticisms.] 


