
Teaching Business Ethics:   
What Works, What Doesn’t and Why 

 



On the one hand 

Scylla and Charybdis 

On the other hand 

You should play to your disciplinary strengths. 

You do have some sort of obligation in an ethics class to try to 
transform your students and to do so in a way that will enable them 
to act responsibly in a business setting. 



Rules applicable to various areas—marketing, management, 
finance, consumption, production/more legalistic mode 
focused on accountability to others 
 

Legalistic/Compliance Approach 

 Consistent with compliance demands that students are going to 
encounter in the workplace 

 Compliance training at university and at corporations 
 Case studies available at DePaul Minicases targeted to 

undergraduates on possible sexual harassment, family leave act, etc. 
 Problem is that people often know the rules but just choose not to 

follow them.  Also this approach deals more in liability than 
responsibility/integrity.  It also resonates more with MBA students 
than with undergraduates who, for the most part, know little about 
compliance issues, the FCPA, human relations laws, etc. 



Applied Ethical Theory Approach 

 Ethical Theories & What Insight They Give into More 
or Less Ethical Behavior in the Workplace & Market 
 Deontology, virtue ethics, etc. 

 Theories of Scapegoating, etc. 

 Problem is that these theories can prove singularly unhelpful to 
students and encourage them to think that since theories don’t agree, 
they should just default to their gut.  A related problem is that this 
approach can end up being too theoretical and not sufficiently 
practical. 



Micro, Meso and 
Macro Approach: 
More Successful 

3 M Approach 

Micro 

Meso 

Macro 



Micro Module:  

HOW WE ACTUALLY CHOOSE 



Why This Approach 
Tends to Work 



Choice Distorters:  
Applicable to Self and Co-Workers/Management 

 Framing 

 Anchoring 

 Rationalization 

 IKEA effect/Over-valuation 

 Self-fulfilling expectations/stereotyping and how that operates 

 Confusing the social with the economic 

 Priming  

 Hubris 

 Misunderstanding of the voluntary vs. involuntary 



CASE STUDY 1: 
Framing 



CASE STUDY 1: 
Framing 



Definition of Framing 

 “Framing” refers to the fact that the 
options we are given or that we 
give ourselves strongly affect (often 
unconsciously) how we see the 
situation in front of us. 



GENERAL POINT  
Numerous studies have found that we assign value and risk to options 
on a relative basis.  That is why restaurants often do better if they have 
some high-priced dishes on the menu that people rarely order. The 
mere presence of these dishes encourages people to buy higher-priced 
food than they might otherwise have ordered because they assign a 
higher value to the mid-priced option having seen it in relation to the 
other items.  The point can be generalized as well to include the 
process by which we generate various options for ourselves that then 
“frame” our choice. 



CASE STUDY 2 

Write down the last 2 digits of your Social 
Security Number on the index card. 



WRITE DOWN THE MOST 
YOU ARE WILLING TO PAY FOR: 

 Cordless mouse 
 Cordless keyboard 
 Box of 25 Neuhaus, handmade Belgian chocolates considered 

among the best in the world—sold in Saks, Neiman Marcus 
 1996 Hermitage La Sizeranne-rating 95/100 “Aged in 50% new oak 

casks, possesses a black/purple color, as well as a dense, smoky, 
concentrated full bodied palate, moderate tannin, good acidity, and 
outstanding purity and density. It will cellar for 25 years.” 
 



5 MIT GROUPS 



Results 

In these cases, one typically sees that people 
ANCHOR  their choices around some number about 
which they’ve been thinking (but which, at a rational 
level, has nothing to do with assignment of value)—In 
this case, your SSN which should be completely 
unrelated to how much you are willing to spend on a 
mouse or box of chocolates. 



Definition of anchoring 

 Anchoring typically involves a base number 
that serves as a reference.  it differs from 
framing where one’s preferences shift, 
depending upon how many and what sort of 
options one gives oneself. 

 Framing is usually qualitative while anchoring 
is quantitative. 



CASE STUDY 3 

The Voluntary vs. Involuntary 



Six Mini-Cases 
 You answer cannot be a “little bit” voluntary or 

involuntary 

 What is your working definition of a voluntary action? 

  An action is voluntary if and only if …. 

 Each group will report out its classification—only one 

answer per group so you may have to vote to come to 

your answer 

 Each person in your group must be prepared to defend 

the group’s answer 

 



Case 1 

 You have your young child and your sick mother living 

with you.  You are divorced and have no source of 

income apart from your job.  Your boss asks you to 

make some suspect changes to the firm’s books.  As 

the firm’s accountant, you feel uncomfortable with the 

request but understand that you likely will be fired if 

you resist.   You have no family to whom you can turn 

for financial support in the event you lose your job.  So 

you “cook the books.”  Did you do so voluntarily? 

 

 



Case 2 

 While working abroad for your company, you have a 

few drinks and then accidentally run over a local 

citizen. Did you strike the pedestrian voluntarily? 



Case 3 

 You have an extremely irritating subordinate who gets 

on everyone’s nerves.  After he misses a crucial 

presentation because he decided to stay home in order 

to receive a package containing his new iphone, you 

lose it and scream at him when he returns to work.  Did 

you do scream voluntarily? 

 



Case 4 

 Your company produces powdered infant formula, 

which the firm markets to poor women in Africa and 

Latin America.  Your firm is proud of this product, 

which promises to reduce hunger.  Then you, a mid-

level manager, hear that women have switched to the 

formula and have stopped breast-feeding.  As a result, 

infant mortality is increasing in the very markets key to 

your firm’s success.  Did your firm voluntarily cause or 

contribute to the heightened infant mortality? 



Case 5 

 Unbeknownst to you, your company computer is 

infected with a virus.  You send out a new product 

announcement to all of the customers in your client 

database, many of whose computers get infected.  Did 

you voluntarily infect their computers? 

 



Case 6 

 You have been suffering from a mild case of 

depression.  You take a drug that tends to make you 

more aggressive, a side effect that was never 

disclosed to you. You are not aware that you are acting 

in a more hostile way toward your fellow 

employees.  Are your hostile actions voluntary? 

 



The Law on Product “Misuse” and Voluntary Ignorance 

 In cases of possible consumer “misuse”,  

 A sued company will claim that it is not responsible for any harm and hence not liable 

for damages because the consumer did not use the firm’s product in the intended way. 

 However, the legal system has adopted a broader sense of responsibility more in line 

with Aristotle’s notion that the firm IS responsible for any WILLFUL ignorance on its 

part.  That is,  a jury should deem a company NOT responsible for the harm and 

damage caused by a user’s misuse ONLY if the user’s “misuse”  and the risk of harm 

was not reasonably foreseeable by the firm.   A problematic consumer use of the 

product may not have been intended or foreseen by a firm.  Nevertheless, if the 

unintended harmful use was reasonably foreseeable by the firm, the firm should have 

roused itself to lessen the possible risk or to publicize the possible dangers involved in 

using this particular product to reduce or avoid the risk or (at the very least) to warn of 

the dangers associated with the product.  From an Aristotelian perspective, even a 

warning might not suffice.  For virtuous individuals would actively exert themselves to 

do whatever they reasonably could to avoid harming others. 



 In cases of possible consumer “misuse”,  
 

 A sued company will claim that it is not responsible for any harm and hence not 
liable for damages because the consumer did not use the firm’s product in the 
intended way. 
 

 However, the legal system has adopted a broader sense of responsibility more in 
line with Aristotle’s notion that the firm IS responsible for any WILLFUL ignorance 
on its part.  That is,  a jury should deem a company NOT responsible for the harm 
and damage caused by a user’s misuse ONLY if the user’s “misuse”  and the risk 
of harm was not reasonably foreseeable by the firm.   A problematic consumer use 
of the product may not have been intended or foreseen by a firm.  Nevertheless, if 
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involved in using this particular product to reduce or avoid the risk or (at the very 
least) to warn of the dangers associated with the product.  From an Aristotelian 
perspective, even a warning might not suffice.  For virtuous individuals would 
actively exert themselves to do whatever they reasonably could to avoid harming 
others. 
 
 

The Law on Product “Misuse” and Voluntary Ignorance 



Misuse of Product? 
McDonald’s Coffee Case 



Misuse of Product? 
Atlas Crane Case 



Misuse of Product? 
Ikea Hacks 



Misuse of Products and the Law 



Past Jury Rulings Re  
Possible “Product Misuse” 

Adult hurling a beer bottle 
against a utility pole   



Past Jury Rulings Re  
Possible “Product Misuse” 

Teens make scented candle 
with cologne 



Past Jury Rulings Re: Possible “Product Misuse” 

 A woman attempting suicide by getting in a car trunk, 
changing her mind, and then being unable to figure out how 
to use the safety release and being trapped for nine days   

 Adults failing to maintain a machine (e.g., a lawnmower) 

 Adults disabling a machine’s safety measure  --e.g., take it 
off to clean it; device runs faster without safety measure 
(e.g., snow blower hand protective device) 



 Infant drinking furniture polish in a bright red container that 
looks like a soft drink   

 Youth tilting or rocking a soft-drink vending machine, causing 
it to fall on and kill the youth   

 Child playing with a gas can without a child-proof cap and 
starting a fire   

Past Jury Rulings Re: Possible “Product Misuse” 



 Hurling a beer bottle against a utility pole 
(unforeseeable); 

 Teenagers scenting a candle by pouring cologne on it 
(foreseeable); 

 Woman attempting suicide by getting in a car trunk, 
changing her mind, and then being unable to use the 
safety release and being trapped in the trunk for nine 
days (unforeseeable); 

 Failing to maintain a machine (foreseeable); 
 Disabling a machine’s safety measure (foreseeable)—

take it off to clean it; device runs faster without measure 
(e.g., snow blower hand protective device) 

Past Jury Rulings Re: Possible “Product Misuse” 



Case Study 

 I bought a house that a previous owner had nearly destroyed. He knocked 
holes in walls and doors, trucked away the deck and trashed the aboveground 
pool, etc. I assumed he was angry at his wife, but it turned out that he was 
angry at the bank, which had foreclosed, taking everything the couple had put 
into the property. When a mutual friend invited the former owners to visit, the 
wife wept and said she could never bear to see our improvements on a house 
that had been “stolen.” I know we didn’t steal her home, but I resolved never 
to buy a foreclosed house again. It seems to be an evil thing to do, to profit 
from another family’s misfortune. Is it?  

- ELIZABETH MURPHY, NORFOLK, VA  

Ariel Kaminer, NY Times, http://www.nytimes.com/2011/09/18/magazine/the-ethicist-stolen-property.html?scp=2&sq=the%20ethicist&st=cse 



 Infant drinking furniture polish in a bright red container that 
looks like a soft drink (foreseeable)   

 Youth tilting or rocking a soft-drink vending machine, causing 
it to fall on and kill the youth (foreseeable and unforeseeable)  

 Child playing with a gas can without a child-proof cap and 
starting a fire (foreseeable and unforeseeable) 

Past Jury Rulings Re: Possible “Product Misuse” 



 Was the “misuse” reasonably foreseeable by the firm? Had other firms in 
the industry experienced unintended use of their products? 

 Did the firm intend “misuse”? Is there any evidence that the firm 
expected this “misuse”? Did the firm itself advertise or show uses that 
were perhaps not originally intended uses?  If so, the firm may have 
encouraged misuse and should be responsible for having done so.  The 
case of the off-road SUV use 

 Does the customer know he/she is misusing the product?  Just about 
any product can be misused.  The “urban myth” lawnmower case 

 Does the age of the customer matter? If the consumer is an adult, then 
some consumer responsibility for using products in the intended way 
would be appropriate.  If the consumer is not an adult or not a 
competent adult, then education may be in order; or perhaps the 
product needs to be altered to obviate such misuse. 

 Is there anything the firm making/distributing/selling the product can do 
to rectify or prevent the misuse? 

Relevant Questions? 



Tipping Point 
In December 2016, IKEA settled a wrongful death 
lawsuit for  50 million dollars after 7 children were 
fatally crushed from falling dressers between 1989 
and 2016 

• IKEA knew about the problem, but, instead of 
redesigning the dresser, it provided a solution: wall 
anchors 

• From IKEA’s point of view, these wall anchors are not 
optional. They are specifically included in the assembly 
instructions. 

• IKEA placed warnings in its store, on online product 
pages and in print pages included with the products. 

• 29 million dressers and drawers are included in the 
recall, among the largest furniture recalls in the nation’s 
history. 

Details 



WHY IKEA? 

From U.S. voluntary industry standard (ASTM F2057-14):  

During the test, the unit shall not tip over or be supported by an opened 
drawer, opened door, or opened or unopened only flap. 

• All free standing furniture (not only IKEA’s) should be anchored 

• Furniture should also be somewhat stable in a free standing position 

• IKEA dressers fail both weighted and unweighted tests. 



Choice Distorters 

 Which choice distorters, if any, do you see at play 
in this case? 



 Rationalization 

 Framing—the foreclosed couple thinks 
their options are  

 1) get angry at the bank;  

 2) get angry at the new owners vs. 

 3) examine how they got into this 
financial mess and then move on with 
their lives. 

 Hubris 



Why this micro-approach works? 

 Even undergraduates are aware of rationalization, hubris, overly 
narrow framing, etc.   Their awareness can be refined and then 
drawn upon in a disciplined way when doing case analyses.  
This approach prevents them from “defaulting to their gut” 



Meso-Level 

 Organizational culture 
 Moral mazes by Jackall—favorite reading of many MBA students 

 OCAI and ethical issues by sector 



Assessing Organizational Culture: 
 

OCAI 



Competing values 

 The Organizational Cultural Assessment Instrument is based on the 
Competing Values Framework 

 “How is culture understood in this model? A pattern of shared 
basic assumptions about how to adapt, survive and thrive.  These 
assumptions get reflected in leadership styles and in corporate 
organization.  Culture will also appear in corporate “war stories” 
and rituals and in corporate processes and even in corporate 
incentives and promotions schemes.  Culture so understood often 
influences people’s behavior in ways of which they are not aware.” 
Taken from OCAI website 

 2 major polarities of values are found to determine organization’s 
self-understanding: 
 Internal versus external focus  

 Stability versus flexibility  



4 Culture Types 



Clan culture 

 Internal focus & flexibility 

 ‘Family’: friendly 

 Leader type: father, mentor 

 Communication, commitment, development 

 Theory = High commitment, “family” values, and 
solidarity produce effectiveness 



Adhocracy culture 

 External focus & flexibility 

 Dynamic, entrepreneurial, creative 

 Leader type: innovator, entrepreneur 

 Innovation, agility, transformation 

 Theory = Innovativeness, growth and creativity produce 
effectiveness  



Market culture  

 External focus & stability 

 Result-oriented, competitive 

 Leader type: hard-driver, demanding 

 Market share, goal achievement, profitability, heavy on numerical 
metrics 

 Theory = Goal achievement, market share, numbers produce 
effectiveness 



Hierarchy culture 

 Internal focus & stability 

 Formal attitude, structure, procedures, well-established processes 

 Leader type: coordinator, organizer 

 Efficiency, reliability, timeliness, consistency 

 Theory = Efficiency, timeliness and consistency produce 
effectiveness 



Sample case:  
Red Actual; Blue Preferred 



Some Case Studies 

 Zynga 

 Zappos 

 Semco 

 General Electric 

 

https://www.youtube.com/watch?v=MeRfnXbKbko
https://www.youtube.com/watch?v=MeRfnXbKbko
https://www.youtube.com/watch?v=5CcLIPaUz3E
https://www.youtube.com/watch?v=5CcLIPaUz3E
https://www.youtube.com/watch?v=gJkOPxJCN1w
https://www.youtube.com/watch?v=gJkOPxJCN1w
https://www.youtube.com/watch?v=i63Xm8J8eIs
https://www.youtube.com/watch?v=i63Xm8J8eIs


Track ethical challenges and strengths to 
each type of culture 

 Strengths of a Hierarchical culture (well-developed HR 
policies and structures can guide employee deliberations; 
tone at the top can perhaps be deployed effectively) 

 Ethical challenges in such a culture: Few checks if top 
leaders are corrupt; little perceived autonomy and thus 
perhaps less “buy-in” to doing well at and for the firm 



Why this approach works? 

 Students enjoy reflecting on their own workplaces. 

 Since they have experience of their culture, they can 
draw upon this experience to understand the OCAI 
model. 

 The difference between actual and desired culture 
can lead to a rich discussion of alienation and its 
connection to deviance. 



Macro-Level 
 Ethics of new forms of capitalism:  benefit corporations; social 

entrepreneurship 

 Ethics of the sharing economy 

 Ethics of automation & artificial intelligence 

 Connect these larger transformations back to choice distorters 
and the kinds of cultures that tend to emerge in connection with 
each of these trends (e.g., adhocracy or market). 

 Use common good analysis to consider ethical acceptability of 
each of these trends 

 Identify justice issues connected with each new trend 



Entrepreneurial Approach 

 Entrepreneurial Method 
 Come up with a product idea & then develop an ethically sound 

mission statement, business plan, marketing plan, and financial plan 

 Use what they’ve learned about ethics at the micro, meso and macro 
levels. 

 60% of all millennials will wind up working for themselves.  



Founders: 
  

Ethical Marketing 

Campaign 



Overview 

 Review of Responsibility Statement 

 Product 

 Placement 

 Pricing 

 Promotion 

 Q&A 

 



Responsibility Statement: 3 Core Values 

 Ethical Business Standards 

 product material selection 

 vendor negotiations 

 customer service 

 Accountability and Honesty 

 Weekly employee meetings 

 Question practices during these meetings 

 Transparency and Responsiveness 

 Investors and Stakeholders treated with dignity 



Product 

 Our product is a cellphone case that stores headphones 
 durable plastic, effective protection of headphones 

 ability to use your own headphones 

 2 year warranty on the case 

 
 No plans in the near future to add any additional products, but 

have brainstormed a few ideas for the long term future 
 Rattle running arm band 

 Rattle headphones 

 
 Ethics to consider when expanding:  

 Stay true to responsibility statement and values 

 Open form of communication between Rattle and customers for 
innovation and value maximization 

 Fair prices and transparency in what the product offers 



Ethical Implications 

Truthfulness 

 Deception through Omission 

 Headphones are not included 

 Only works with: 

 cord lengths from 32-38 inches 

 ear buds  

 “Scam Artists Know No 
Boundaries” 

 Possibility of fake companies 
posing as Rattle 

 Does the case let your phone sit 
in a radio dock or arm band?  

 Watch out  for misleading product 
description wording: durable vs. 
indestructible 



Our Promise to our Customers 
 Always use https:// 
 Never ask for personal information outside of the secure 

online order form 
 We are happy to pay for high quality internet security to 

minimize viruses, scammers, and fraud 



Placement 
Distribution Channels Ethical Issues 

 Only online purchases** 

 Potential in the future to sell on 
Amazon or physical retail stores 

 Online purchase channel 
excludes some demographics 

 Chance of fraud if other  
companies or individuals  
impersonate Rattle 

 Security breach of customer 
information 



Our Promise to our Customers 

 Always use https:// 
 Never ask for personal information outside of the 

secure online order form 
 We are happy to pay for high quality internet 

security to minimize viruses, scammers, and fraud 



 Ethical Issues  Solutions 

 Online purchase channel excludes some 
demographics 

 Chance of fraud companies 
impersonating Rattle 

 Security breach of customer information 

 Cater to largest target demographic to be 
profitable and cost efficient (current 
weakness) 

 Check/research monthly for 
impersonators 

 Invest in high quality online security 



Pricing 

Truthfulness Deception through Omission 

 Price revealed before and after 
Shipping and Handling 

 Price you see is the price you pay 
(no hidden fees) 

 Sell our product at $30.00 

 Avoid Anchoring ($29.99 vs. 
$30.00) 

 We calculated a price that is fair, 
but profitable 

 Make sure to avoid the IKEA Effect 
and not get too greedy 

 Material costs are not available to the 
public 

 To avoid competitors from stealing 
trade secrets 

 To avoid deception: coupon 
calculator tool available in online 
checkout  

 Source of 1 year warranty cost  



Additional Things to Consider with Price 

 We are offering a new product; have only 1 direct 
competitor, so we must avoid monopolistic pricing 

 “Marketing and the Vulnerable” 

 Acknowledge that some of our customers are minors 

 Ex: Is it our responsibility if a child steals his parent’s 
money to purchase a case online? 

 24 hour cancellation policy 

 Customer Support Line 

 Full refund if case isn’t opened (minus shipping and 
handling) 



Responsibility Statement Core Values 
In our commitment to maximizing investor wealth, Rattle holds three central values in 
the core of its business.  

 

First, Rattle holds the highest ethical standards in all business interactions. From 
product material selection, to vendor negotiations, to customer service, Rattle 
pledges to make profit maximizing decisions that are thoughtful and ethical. 

 

Second, Rattle holds its workforce accountable for its actions and promotes an 
honest, efficient environment. We commit ourselves to maximizing investor wealth in 
an honest manner in which employees hold each other accountable and strive for the 
utmost ethical and efficient business practices to drive increased profits. 

 

Third, Rattle is committed to providing transparency and responsiveness in all business 
decisions. Holding true to our commitment of growing our business while maximizing 
investor wealth, Rattle promises to generate wealth honestly and efficiently through 
treating all vendors and stakeholders with utmost respect and dignity. 



Promotion 

 Promotional Model in Accordance with our Responsibility Statement: 

 Advertise, promote, and sell with the intentions of maximizing investor 
wealth 

 Create advertisements of value that are honest, respectful, and true to 
our mission 

 Use sales channels that are ethical 

 Hold to the highest ethical standards in all promotional interactions 

 Take responsibility for our actions and promote and honest and 
profitable promotional campaign 

 Provide transparency and responsiveness through our promotions 



Pandora Internet Radio Advertisement 
Channel: Internet 



Ethical Implications 

 Association with the music/artists featured on 
Pandora (good and bad) 

 Only reaching people with smart phones with 
accounts on Pandora 

 May contribute to distraction and accidents caused by 
listening to ad while driving 



Refer a Friend Program 
Channel: Person to Person 



Welcome to the Rattle Community! 
 

Rattle would like to thank you for your purchase. We hope you enjoy the product! To 
express our gratitude for your support, refer a friend to get 15% your next Rattle Purchase 

Scan the QR Code below to receive your personalized access code to give a friend! 



Ethical Implications 

 How to handle illegal duplication of access code 

 Favoring those who have access to more referral 
opportunities 

 What if someone with a bad reputation is promoting 
our product to others? 



Learning by Doing 

 In general, university could be a leader in having 
students learn business ethics through doing.  Only 
other university in the country teaching ethics this way 
is Georgetown University. 



Pros and Cons of This Approach 

 Engages the B and C students—one group made it to Round 2 of Quirky 
competition with their sanitary ear bud product 

 Challenges students to own their futures; builds upon institution’s 
entrepreneurial values  

 Helps students get jobs and internships because they can discuss the 
mission statements they drafted and the marketing plans they devised 

 Results in better retention of ethics material and stimulates the students to 
ask peers hard questions 

 Opens up the chance to engage business people—brought in Sr. VP from 
Quirky to discuss that firm’s vision and processes 

 Requires that students be responsive to classroom peers who are very 
focused on succeeding at their own businesses.  Students are given fake 
cash to “fund” whichever project they felt was the best (cannot “fund” their 
own project) 

 Provides opportunity to engage board members as judges 

 Accords with university’s entrepreneurship focus 

https://www.quirky.com/invent


Cons 

 Some students insist upon being passive 

 Have to make the connection between class and in-
firm entrepreneurism 

 Need to guide students toward more realizable 
products (prototyping?) 


