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The Macroenvironment of Canadian Business:

· Business drives the economy of a nation
· The economic system in Canada is a private enterprise system
· Rewards firms for effectively and efficiently meeting the wants and needs of customers
· Basic rights of a private enterprise system include private property, freedom of choice, profits, competition
· Six distinct time periods define North American business history: they go from selling what they can produce to selling what people want (therefore it needs to continually evolve because our wants are continually changing)
· There must be a relationship with consumers and the market itself  if people are going to evolve needs and wants we can maintain alliance by understanding them, therefore we must have a connection with them
· The workforce of today: aging population, shrinking labour pool, increasing diversity, outsourcing & the changing nature of work (ex. Not as many factories), flexibility and mobility, innovation through collaboration (implementation of a creative idea, perhaps to make it better)

The Canadian Private Sector Forms of Business Ownership:

· Sole proprietorship
· Typically one owner
· Fall under provincial and municipal jurisdiction
· Simplest form of business organization
· Advantages: easy and cheap to start, secrecy, flexibility, pride of ownership, no special taxes, no government regulation 
· Disadvantages: unlimited liability, limited financial resources, limited skills pool, time commitment, few benefits, limited growth

· Partnership
· Two or more persons combine resources in a business and share profits
· More regulation (provincial laws require that a partnership must legally register its name)
· General Partnership: partnerships are not only liable in equal share for the debts of the partnership but in addition, each is liable for the full amount, each member can bind the partnership without consent of the other partners
· Limited Partnership: composed of one or more general partners who conduct the business, and one or more persons who contribute an amount in actual cash, special partner’s liability is normally limited only to the amount of cash he/she contributed to the partnership. This includes silent partners, secret partners, nominal partners (lend their name for public relations), and dormant partners. 
· Advantages: ease of organization, more financial resources, shard management, combined knowledge and skills, faster decision making
· Disadvantages: unlimited liability, partners are responsible for the business activities of all others, division of profits, disagreement among partner, partnership only lasts as long as partners do

· Corporation
· Separate legal entity under the law
· Can be incorporated federally or provincially (cheaper but must reapply in every province)
· Can carry business in all parts of Canada
· Private Corporation: the right to transfer shares is restricted, number of shareholders limited to 50, may not sell shares or debentures to the public (to invest in small start up company, must have a net worth of approx., 1 million dollars because such a risk)
· Public Corporation: sells shares to the public on stock exchange, subject to stricter regulations for filing financial reports, must follow certain audit procedures, must file a prospectus if shares are being sold to the investing public
· Advantages: more money for investment, limited liability, separation of ownership from management, perpetual life
· Disadvantages: initial cost, paperwork, two tax returns, termination difficult, double taxation, greater expectations for social responsibility

· Co-operatives
· Organization that emphasizes working together as a way of building community involvement by supplying needed goods and services at a lower cost

· Franchises
· Business established or operated under an authorization to sell or distribute a company’s goods or services in a particular area
Governance:

· Corporate Governance: the process, structures, and relationships through which the shareholders, as represented by a board of directors, oversee the activities of the business enterprise
· Governance: how organization steers itself
· Values, rules, processes, impact, accountability, responsibility
· OECD: The full set of relationships between a company’s management, its board, and its shareholders and its other stakeholder such as its employees and the community in which it is located
· According to OECD governance: rights and responsibilities of a company’s management, its board, shareholder and various stakeholder

Corporate Governance Key Players:

1. Shareholders: vote in board
· The de-facto owners of the corporation
· Interested in return on investment
2. Board of Directors: appoint executives/officers
· Responsible for governance
· Elected by shareholder interests (there on behalf of the shareholders)
· Fiduciary duty: the highest standard of care at either equity or law
· Should ensure financial structure is in control
· Responsibilities: accountability, management control systems, disclosure, financial reporting, risk, performance 
· Duties: avoid conflict of interest, prevent improper payments, act in good faith
· Fiduciary Duties:
· Make decisions in the best interest of the company (which are not always in the best interest of the shareholder)
· Consider other stakeholders (equal consideration)
· No personal profits at company expenses
3. Officers/Senior Employees
· Senior employees who oversee daily operations (president, chief operating officer, members of the senior management team)

Governance Failures:

· Examples: Enron, WorldCom
· Adversely affect many parties, both direct and indirect: shareholders, employees, suppliers, pension funds, communities, government, civil society

What is Corporate Social Responsibility?

A corporation/organization’s….
· Moral obligation
· Maximize its positive impact and minimize its negative effects
· Concern for the welfare of society

Corporate Social Responsibility:

· The way a corporation achieves a balance among it economic, social, and environmental responsibilities in its operation so as to address shareholder and other stakeholder expectations
· [bookmark: _GoBack]“…The capacity of a corporation to respond to social pressure.”

Case for Social Responsibility:

· Business must satisfy society’s needs
· CSR prevents public criticism ad 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 
· Should take long term CSR approach
· Proactive approach is better than proactive

Case Against Corporate Social Responsibility:

· 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

Social Responsibility Theories:

1. Amoral view: merely profit-making entity
2. Personal view: corporations are like people and can therefore be held accountable for their actions
3. Social view: corporations are social institutions with social responsibilities

Pyramid of Corporate Social Responsibility:


Contemporary Corporate Social Responsibility Concepts: FINISH

1. Corporate Sustainability
· Corporate activities demonstrating the inclusion of social and environmental as well as economic responsibilities
· Five levels:
· Compliance-driven: following government regulations & responding 
· Synergistic: well balanced and function solutions are sought that create value in the economic, social and environmental areas that result in gains for all stakeholders (collaborative approach)
· Holistic: full integration of corporate sustainability embedded in every aspect of the corporations activity (a “utopian approach)

· Recognized by the financial markets because it creates long-term shareholder value by embracing and managing risks relating to economic, social and environmental develops

2. Reputational Management
· Any effort to enhance the corporation’s image and good name (focus has moved away from media, public relations and crisis management to developing relations with all stakeholders)
· Involves several stages in its development:
· Identify the desired perception of the corporation
· Recognize the significance of image with all stakeholders
· Be aware of the influence of interactions with all stakeholder on the corporation’s reputation
· Manage relationships with stakeholder continuously 

Triple Bottom Line (TBL):

· Evaluates a corporation’s performance according to a summary of the economic, social (ethical) and environmental value the corporation adds or destroys
· Now forms the basis for corporate reporting of economic, ethical, and environmental responsibilities 

Corporate Citizenship:

· Good corporate citizenship can provide benefits in eight areas: reputation management, risk profile and risk management, employee recruitment, motivation and retention, etc.

Natural Environment Issues:

· Ozone depletion, global warming, solids and hazardous wastes, freshwater quantity and quality, deforestation, land degradation
· CERES developed ten principles that have been advanced business models for businesses to express and proactive environmental sustainability (many major companies have endorses these principles)
· 10 Principles: Protection of the biosphere, sustainable use of natural resources, reduction and disposal of waste, energy conservation, risk reduction, safe products and services, environmental restoration, informing the public, management commitment, audits and reports



Two Views of Environmentalism:

Standard: occurs when government regulation/intervention is required to remedy the market’s failure to provide sufficient environmental protection

Market: occurs when economic incentives created y the market are more effective at protecting the environment than government intervention (tends to be more effective)
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