Lecture 2 Business Segment
Current Canadian business environment: Aerospace, agriculture/food/beverages, biotechnology, electric power equipment and services, environmental industries, information and communication technologies, health industries, oil and gas
Basic rights of a private enterprise system: Private property, freedom of choice, profits, competition
Six distinct time periods define North American business history:
· Colonial (before 1776)
· Agricultural production
· Industrial Revolution (1760 – 1850)
· The advent of the factory system and mass-production
· Industrial Entrepreneurs (Late 1800s)
· Risk-takers and inventors; advances in technology
· Production (Late 1800s – 1920s)
· Assembly lines, producing greater quantity faster
· Marketing (Since 1950s)
· Consumer orientation
· Relationship (From 1990s)
· Strategic alliances between customers, suppliers
Workforce today: aging population, shrinking labour pool, increasing diversity, outsourcing and the changing nature of work, flexibility and mobility, innovation through collaboration
Small businesses are the most frequently encountered business type in Canada and the dominant form of business ownership in Canada is corporation
Forms of business ownership:
· Sole proprietorship: Simplest form of business organization, owned and operated by one person
Advantages:
· Easy and cheap to start
· Secrecy
· Flexibility and control
· Pride of ownership
· Distribution and use of profit
· No special taxes
No government regulation
Disadvantages:
· Unlimited liability
· Limited financial resources
· Limited skills pool
· Overwhelming time commitment
· Few fringe benefits
· Limited growth
· Limited life span 
· Partnership: General / Limited
Advantages
· Ease of organization
· More financial resources (capital and credit)
· Shared management
· Combined knowledge and skills
· Faster decision making
· Few regulatory controls 
· Disadvantages
· Unlimited liability
· Partners are responsible for the business activities of all others
· Division of profits
· Disagreements among partners
· Life of a partnership 
Types of limited partnership: Silent, secret, nominal, dormant (slide lecture 2)
· Silent partners
· Known to the public, no active management role
· Secret partners
· Unknown to the public, but take an active role in management
· Nominal partners
· Lend their name for public relations, but are actually not involved
· Dormant partners
· Neither known to the public nor active in management 
· Corporation: Private/ Public
Advantages
· More money for investment
· Limited liability
· Separation of ownership from management
· Ease of ownership change
· Perpetual life
· Size
· Perceived legitimacy 
· Disadvantages
· Initial cost
· Paperwork
· Two tax returns
· Termination difficult
· Double taxation
· Greater expectations for social responsibility and ethical conduct from stakeholders 
· Cooperatives
· Franchises
Governance: How an organization steers itself
Corporate governance: the processes, structures through which the shareholders oversee the activities of the company 
3 Key players:
· Shareholders: all corporations are required to have at least one class of shared, usually referred to as common shares; they have 3 rights: attend a shareholder’s meeting and vote, share residual assets of the corporation and receive any declared dividend  
· board of directors (fiduciary duty and duty of care):responsible for governance, elected by shareholders, fiduciary duty(to act honest and in good faith for the best of corporation) and duty of care(to act prudently and reasonably)
· officers/senior employees: President, CEO
OECD: Organization for Economic Co-operation and Development
Corporate social responsibility: The way a corporation achieves a balance among its economic, social and environmental responsibilities to address shareholders’ and other stakeholders’ expectations
CSR
Pros: 
· Business must satisfy society’s needs.
· CSR prevents public criticism and government regulation.
· Business and society are interdependent.
· CSR is good for the bottom line.
· Investors and consumers support CSR.
· Addressing social problems can become financial opportunities (e.g., pollution abatement).
· Business should take long-term CSR approach.
· Social actions improve public image and goodwill.
· Business can solve problems as well as government.
· Proactive approach is better than reactive.
· Businesspeople are also concerned citizens.
Cons:
· Profit maximization is the primary purpose of business.
· Business is responsible to shareholders.
· Social policy is role of government.
· Business lacks training in social issues.
· CSR would give too much power to business.
· Business involvement in social matters increases costs.
· No reliable guidance for business in CSR matters.
· Business cannot be held accountable unlike social institutions.
· There is divided support in business community for social involvement.
Social responsibility theories by Klonoski: 
· Amoral view: business is merely profit making entity
· Personal view: corporations are like people, responsible for their actions
· Social view: Corporations are social institutions with social responsibilities
Archie Carrols’ view: Corporation must be economically, legally, ethically and philanthropically responsible to demonstrate corporate social responsibility (the triangle) 
Theory by Archie Carroll: economic, legal, ethical, philanthropic (The triangle from bottom to top - big to small -)
CONCEPTS (by Robert Sexty)
1. Corporate sustainability: social, environmental, and economic activities are considered in the context of their impact on stakeholders
· Compliance driven: corporation meets the requirements of the law and supports charity to the minimal level – minimalist approach
· Profit driven: Consider social, ethical, and environmental aspects of operations in so far as they contribute to the bottom line – tactical approach
· Caring: economic, social and environmental concerns are balanced – accommodating approach
· Synergistic: well balanced and realistic solutions are derived that create value in the economic, social, and environmental areas that result in gains for all stakeholders – collaborative approach
· Holistic: fully integrated corporate sustainability into every corporate activity – utopian approach
2. Reputational management: Management of a company’s reputation in the eyes of its key stakeholders
3. Social impact management: Society and business cannot exist without each other and both must work together to maximize the returns for each
4. Triple bottom line: Evaluates a corporation’s performance according to a summary of the economic, social, (ethical) and environmental value the corporation adds or destroys. 
Corporate citizenship: Corporation takes into account its complete impact on society and the environment as well as its economic influence
Community investment: A company’s long term strategic involvement in community to address social issues
Environment issues: Ozone depletion, global warming, endangerment of biological diversity, solid and hazardous wastes, freshwater quantity and quality, degradation of the marine environment, deforestation, land degradation 
Responses of Governments in Canada:
· Canadian Environmental Protection Act (Federal government)
· Air Quality Legislation (Provincial governments)
· Water Quality Legislation (Federal government)
· Land Related Legislation
Two views:
Standard environmentalism: government regulation/intervention is required to remedy the market’s failure to provide sufficient environmental protection
Market environmentalism: economic incentives created by the market are more effective at protecting the environment than government intervention
