CHAPTER 4
Ethics in the Marketplace: 
Generosity, Competition, and Fairness


Multiple Choice Questions

1. Some writers, such as Carr and Friedman, have applied the notion of rules and laws to business and exempted it from the moral considerations that apply to ________.
a) natural persons
b) real life
c) ethical situations
d) everyday circumstances

2. If ethics is about human excellence, it is also about setting ________ standards for any agent, whether natural or artificial.
a) maximum
b) attainable
c) real
d) minimum

3. An extensive and comprehensive corporate ethics policy will not save a corporation from a major scandal if the company ________ fail to adhere to it in spirit and in action.
a) employees
b) rank and file
c) executives
d) human resources department

4. A reliance on ________ over ethics in setting standards sends a dangerous message to business.
a) justice
b) honesty
c) law
d) benevolence

5. Although ________ has long been an accepted part of corporate life, the practice is coming under increasing scrutiny.
a) dishonesty
b) gift-giving
c) legal conduct
d) generosity

6. ________ that can influence a decision are corrupting and harmful. 
a) Gifts
b) Laws
c) Policies
d) Ethics
7. The most common form of corporate gift-giving is ________.
a) a gift that is given to candidates for employment whom the organization is attempting to attract
b) a gift that is given to former employees in gratitude for their dedicated service
c) a gift that is given to an individual who is clearly connected to the giver in a business relationship
d) a gift that is given to an organization such as a charity or foundation that is not engaged in business dealings with the giving corporation

8. In the 1999 Millennium Poll on Corporate Social Responsibility, conducted by PricewaterhouseCoopers found that two in three citizens ________.
a) believe that companies’ only social responsibilities are to make a profit, pay taxes, employ people, and obey laws
b) believe that executives have an obligation to use a corporation’s money for worthy causes
c) feel that businesses should not contribute to charitable organizations
d) want companies to go beyond their historical role and contribute to broader societal goals

9. If the ethical use of corporate funds amounts to justifying their use in terms of business purposes, then that should exclude ________.
a) benevolence
b) managers using their discretion unaccountably 
c) executives exhibiting respect for investors when making spending decisions 
d) corporate responsibility

10. We restrict the buying and selling of certain goods, such as tobacco and alcohol, because we believe that the harm done from an unrestricted market in such goods outweighs the ________.
a) social benefit
b) costs
c) legal right
d) individual preference

11. Honesty is a kind of ________.
a) generosity
b) accountability
c) manipulation strategy
d) self-interest 

12. ________ is the ability to receive a truth or responsibility and sustain the confidence of others that you will not use it lightly or inappropriately.
a) Honesty
b) Compassion
c) Trustworthiness
d) Justice

13. Compassion is respect for the ________ of others.
a) justice
b) humanity
c) demands
d) equity
14. Fairness is part of justice, the part that relates to ________.
a) social value
b) equity
c) contributions
d) merits

15. ________ is essential to the market, for without it there is no incentive to minimize waste and maximize productivity.
a) Competition
b) Honesty
c) Compassion
d) Justice

16. Business is not, as Carr imagines, run according to its own rules, but must work within the rules and conventions of the ________ system.
a) ethical
b) legal
c) social
d) political

17. Based on Adam Smith’s theories, it is fair to say that in business, gain should only be sought ________.
a) within the confines of justice and social morality
b) within the confines of a strict legal code 
c) to eliminate the competition
d) with the intention to pursue profit

18. Market justifications for ethically repugnant conduct are morally ________.
a) important
b) irrelevant
c) damaging
d) misleading

19. As Adam Smith recognized, law alone is ________ to support good business practices.
a) necessary
b) sufficient
c) insufficient
d) unnecessary

20. Of the case studies in your textbook, the ________ case resulted from a deliberate fraud that was clearly illegal.
a) Bre-X
b) British Airlines and Virgin Air
c) Michael Milken and Drexel Burnham
d) HIH Insurance


True or False Questions

1. Corporations are legal creatures, artificial persons.

2. The argument that business operates under laws, rules, and assumptions peculiar to itself, while ethics regulates the relations of real persons of flesh and blood, carries the same conviction today as it did 50 years ago.

3. An extensive and comprehensive corporate ethics policy will not save a corporation from a major scandal if the company executives fail to adhere to it in spirit and in action.

4. We can create ethical behaviour and the exercise of good judgment through the creation of rules and regulations.

5. More regulation, increased surveillance, and harsher penalties will produce a more successful business environment.

6. Jeffrey Rosenfeld argues that large, wealthy companies have no responsibility to spend some of their profits on Third World disease. 

7. Profit maximizing is the only goal of business and the only goal of shareholders.

8. Markets rely on a social context and on government to provide order, security, and continuity.

9. Insurance coverage can make people more cautious.

10. Adam Smith’s view about the “invisible hand” has been used to argue against government intervention in the market and to justify liberties that Smith would never have countenanced.

11. A person who keeps their word is a compassionate individual.

12. The Michael Milken case illustrates that market justifications for ethically repugnant conduct is morally irrelevant.

13. In the Virgin Atlantic Airlines and British Airways case, the directors of British Airways admitted to full knowledge of a “dirty tricks” campaign directed against Virgin Atlantic Airlines.

14. Though often obscured by the demands of competition, fairness and justice remain integral to the practice of business.

15. While it was not illegal to provide subprime mortgages to people who clearly lacked the capacity to repay them, it was clearly unethical and, from a business perspective, an unsustainable practice.         




Short Answer Questions

1. Businesses are commonly what might be called “enterprise associations.” What is an enterprise association?

2. A reliance on law over ethics in setting standards sends a dangerous message to business. This message comes in what two forms?

3. What is the rationale for external corporate benevolence?

4. Corporate gifts come in what two distinctive forms?

5. In the HIH Insurance case, why was founder Ray Williams criticized for his generosity to medical research and other worthy causes?

6. Why is it implausible to suggest that the market could be a perfect instrument for meeting human needs and desires if it were only allowed to operate freely?

7. Between government regulation and utter license lies ethical responsibility; that is, it is possible to have a relatively unregulated society when its members preserve core ethical values. What five core ethical values are discussed in your textbook?

8. In the Bre-X case, what is the theory outlined in the text as an explanation for why so many people were fooled?

9. In a number of the cases discussed in this chapter, the frenzied activity generated by the opportunity to generate profits from flawed assumptions seems to drive a moral blindness. What is the psychology behind this blindness?

10. In hindsight, it seems obvious that lending money in the form of subprime mortgages to people who can ill afford to pay them back will only lead to pain. So why do it?    


Essay Questions

1. Corporations are legal creatures, artificial persons. Does this mean they can have no ethical obligations?

2. Can corporations do well by doing good?

3. “Between government regulation and utter license lies ethical responsibility.” What does this mean?
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