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ADM1301M -- Social Context of Business

Winter 2012
Mid-Term Examination Grading Scheme
Professor David Delcorde

Student Name: __________________________  I.D. No. _____________ 

Instructions

1. This examination consists of three parts.  Time limit is two and one-half (2.5) hours.

2. No notes, texts, dictionaries, or electronic items of any type are permitted.

3. Carefully follow the instructions appearing at the beginning of each part.

4. You must sign the academic attestation appearing below.

5. You must hand in the examination booklets as well as the question paper.

	Academic Integrity :

Integrity is a basic value of our society and of the business world.  Academic integrity is also a key value of the Telfer School of Management. To underline its importance, all assignment, report, project, or other work submitted in partial fulfillment of the requirements of a course at the Telfer School of Management must include on its front page the following signed statement  (signed by each member of a team in the case of a group assignment or team work): 

Statement of Academic Integrity:

This work conforms to the rules on academic integrity of the University of Ottawa:

Signature: __________________________________

For more information on what constitutes a breach of academic integrity, please consult the following web sites:  http://www.uottawa.ca/academic/info/regist/crs/home_5_ENG.htm  and   http://www.uottawa.ca/plagiarism.df
 Please note that any submission in a course (homework, assignment, report, etc) that does not include that signed statement will not be corrected and will get a grade of zero.   


Part 1 (30 marks)

Respond to each of the following questions in the examination booklet provided.  Point form responses are acceptable but full sentences must be used.
1. The modified “Boulding Triangle” was presented in class as a means to depict the three segments of Canada’s domestic macroenvironment.  Fully describe the “Boulding Triangle” and be certain your description clearly identifies each “segment”, who or what is included in each segment, the “sorting mechanisms”, and the significance of the “apex” in the model (12 marks).
Grading Scheme
The Boulding Triangle was presented in the first lecture and is well displayed in the powerpoint slides for lecture 1.  The response I am looking for is as follows (no expectation of word-for-word, but all content must be presented.  No need for a diagram, but if one is presented – fine: the diagram alone is not a substitute for a well articulated answer):

The Boulding Triangle depicts the three segments that collectively comprise the Canadian domestic macroenvironment:

Business (1 mark) that includes all forms of “for-profit” private sector companies (1 mark).  Sorting mechanisms are supply and demand (1 mark).  The apex of the triangle portion of the business segment represents “pure exchange” (1 mark).
Government (1 mark) that includes all levels of government in Canada (1 mark).  Sorting mechanisms are coercion and redistribution (1 mark).  The apex of the triangle portion of the government segment represents “pure coercion” (1 mark).
Civil Society (1 mark) that includes communities, charities, volunteers, non-government organizations (1 mark).  Sorting mechanisms include cooperation, reciprocity and solidarity (1 mark).  The apex of the triangle portion of the civil society segment represents “pure reciprocity” (1 mark).
2. Fully describe “pluralism” (3 marks).  What is the relationship between pluralism and stakeholders and what does this mean for managers? (5 marks)
Grading Scheme

No expectation of word-for-word.  The definition of pluralism must be reasonable precise and it is important that the response clearly indicate the direct association of pluralism with stakeholders and that all stakeholders are not created equally.  What this means for managers is largely an opinion question, however I would expect students to stress the importance of understanding stakeholders and each Boulding segment.  Part marks are at the discretion of the marker.
Pluralism describes a condition in which there is diffusion of power among society’s many groups and organizations – a wide decentralization and diversity of power concentration (3 marks).
Society’s many groups and organizations are in fact stakeholders – those who can affect, or are affected by the actions of business.  In a pluralistic society power is diffused among stakeholders but not equally to each stakeholder: some stakeholders are more important than others, but all stakeholders need to be managed (2 marks).  For managers, this means there is a need to understand stakeholders (who are key stakeholders, what are their “stakes”, and how should they be managed.  There is also a need to understand each segment of the Canadian domestic macroenvironment since power must be shared among stakeholders in each segment (3 marks).
3. Social capital has been defined in your text book as “any aspect of a corporation’s organizational arrangements that creates value and facilitates the actions of stakeholders within and external to the corporation,” and increases when the relations between the corporation and its stakeholders facilitate greater understanding, cooperation and coordination.  In 2003 a research report prepared for the Canadian Institute of Chartered Accountants described how value is created through social capital that resulted from stakeholder relationship.  This report identified three levels of organizational culture that explain how corporations orient themselves toward stakeholders.  Required: Describe each of these three levels of organizational culture (6 marks).  In your view, which of the levels is preferred and why (4 marks)?
Grading Scheme

This is from the text book (p.86).  No expectation of word-for-word, however reasonable precision is needed.

Level 1 – a compliance culture that seeks to preserve the value of stakeholder relationships as established by laws and norms and seeks to avoid unacceptable destruction of value (2 marks).
Level 2 –a relationship management culture where value is created but is often traded off once the demands of stakeholders are satisfied (2 marks).
Level 3 – a sustainable organizational culture that maximizes the value simultaneously in economic, ethical and environmental terms (2 marks).
In the second part of the question, for full marks (4 marks) I would expect a reasonably well balanced and articulate response.  The likely position of most respondents would be level 3 – however for full marks the response would also need to acknowledge that there are costs associated with this level of engagement – this is the “balanced” response I refer to.  Part marks are awarded at the discretion of the marker. 

Part 2 (40 Marks)

Respond to ANY FOUR of the following questions in the examination booklet provided.  Point form responses are acceptable but full sentences must be used.  Each question is worth 10 marks.
1. Your text book discusses nine of the most cited principles of ethical analysis – the self-interest ethic (ethical egoism); personal virtues ethic; ethic of caring; government requirements ethic; utilitarian ethic; universal rules ethic; individual rights ethic; economic efficiency ethic and the ethic of justice.  Describe ANY five of these principles (10 Marks).
Grading Scheme

No expectation of word-for-word but the “principle” must be recognizable to the marker.  I am looking for ANY FIVE from among the following (2 marks each – markers’ discretion).

Self-interest ethic: individuals or corporations set their own standards for judging the ethical implications of their actions.

Personal virtues ethic: an individual or corporation’s behaviour is based upon being a good person or corporate citizen with traits such as courage, honesty, wisdom, temperance and generousity.

Ethic of caring: gives attention to specific individuals or stakeholders harmed or disadvantaged and their particular circumstances.

Government requirements ethic: the acceptance of a code of laws as the governing rules of society or as a contract with society that determines what is right or appropriate behaviour.

Utilitarian ethic: focuses on the distribution of benefits and harms to all stakeholders with the view to maximizing benefits.

Universal rules ethic: ensures that managers or corporations have the same moral obligations in morally similar circumstances.

Individual rights ethic: relies on a list of agreed-upon rights for everyone that will be upheld by everyone and that becomes the basis for deciding what is right, just, or fair.

Economic efficiency ethic: judges the moral implications of a decision by its economic consequences and provides the moral justification for a market system.

Ethic of justice: considers that moral decisions are based on the primacy of a single value: justice.

2. Civil Society is an important component of the Canadian socioeconomy/macroenvironment.  Give one example example of whom or what would be included in this segment (1 mark).  Next, describe four of this segment’s characteristics (4 marks).  Finally, describe the segment’s five (5) key roles (5 marks).
Grading Grid

Whom or what would be included: 1 mark for any one of the following (or logical suggestion):
· Nonprofit 

· Not-for-profit

· Voluntary

· Independent

· “Community”

· The totality of voluntary civic and social organizations and institutions 
Characteristics (1 mark each to a maximum of 4 marks):

· Smaller, more cooperative, less hierarchical organizations

· Large number of women relative to men

· Less emphasis on private accumulation & minimizing cost, more emphasis on public goods and maximizing participation

· Activities are more labour intensive

· Importance is placed on gratitude, obligation, generalized reciprocity and symbols
Civil Society’s Five Key Roles

Give 1 mark for each role from those provided below.

· Monitoring through which policy is kept ‘honest’ 

· Advocacy through which policy options can be supported or not supported 

· Innovator through which different ways of doing things are developed and demonstrated 

· Service provider through which a particular need is fulfilled 

· Capacity builder through which support is provided to other civil society organizations 

3. In class three general impediments to “management” in the government were presented.

1. List ANY TWO of these general impediments (1 mark each) and for each general impediment, provide two fully explained specific examples (2 marks for each fully explained example per general impediment to a maximum of 4 marks per general impediment). [8 marks]

Grading Scheme:

Part 1: I am looking for ANY TWO of the following three general impediments to management in the government:
1. The political process (1 mark)
Looking for any TWO from those examples provided below (2 marks each to a maximum of 4 marks)

· Elections are held at least every 5 years and the election result can mean a different government with different priorities

· Cabinet solidarity requires a united Cabinet regardless of whether an individual member agrees with the government’s position

· Ministerial interference in administration

· Need for consistency in program delivery – the same program must be delivered anywhere in Canada

· Need for attention to detail

· Need to protect the minister

· Neutrality (non-partisan) of public servants

· Program delivery through the department or through the minister

2. The nature of government activity (1 mark)
Looking for any TWO from those examples provided below (2 marks each to a maximum of 4 marks)

· Multiplicity of goals

· No clear basis for measuring performance

· Vague and contentious standards used in allocating resources and setting priorities

· The demand for solutions to problems for which there are no obvious answers (such as unemployment)

3. The institutional context of government (1 mark)
Looking for any TWO from those examples provided below (2 marks each to a maximum of 4 marks)

· Multiple accountabilities (Minister, Central Agencies, Prime Minister, Stakeholders)

· High visibility of government institutions

· Multiple stakeholders

· Institutional complexity

· Civil servants as members of departments and members of the broader public service – this can blur accountability

4.  What is ethics (2 marks) and what is an ethical dilemma (2 marks)?  In class the case of the Waghorner Photographic Processors Inc. was discussed in the context of making defensible ethical decisions.  Use the Pagano model discussed in class to describe how you, as Chief Executive Officer for Waghorner, would arrive at a decision on disposing the EEG (6 marks).

Grading Scheme

Ethics are beliefs about what is right and wrong or good and bad or acceptable behaviour as defined by society at a given point in time (or something reasonable) (2 marks).
An ethical dilemma occurs when a decision must be made between two equally valid but mutually exclusive courses of action (2 marks).
In using the Pagano model students would be expected to frame their response around the following questions that comprise the model, then arrive at a conclusion or decision on what to do with the effluent.  Note: simply listing the question is not enough – there needs to be a response to the question provided in the proper context (i.e. Waghorner).  Award one mark for each question – cited and responded to, to a maximum of 6 marks on this section.  Part marks at markers’ discretion.

1. Is it legal?

2. The benefit cost test (the greatest good for the greatest number?)

3. The categorical imperative (Do you want this action to be a universal standard?)

4. The light of day test (What if your actions appeared on TV?)

5. Do unto others (Do you want the same to happen to you?)

6. The ventilation test (Get a second opinion from someone with no investment in the outcome) 
5. Describe the five key roles of civil society and give a clear example for each (10 marks). 
Grading Scheme

Note that describe does NOT mean list!  While I have basically listed the key roles, my expectation is that students will describe the issue – i.e. develop it more fully.  Marker’s discretion on this but markers must be convinced they understand the roles and that it essentially captures the essence of those roles below.  There is no expectation of word-for-word.

1 Monitoring – keeping policy honest through continuous oversight (2 marks)

2 Advocacy – publicly either supporting or not supporting policy options (2 marks)

3 Innovator – developing and demonstrating different ways of doing things (2 marks)

4 Service Provider – fulfilling a particular need better than either government or business (2 marks)

5 Capacity Builder – providing support to other civil society organizations (2 marks)

6 Describe Mitchell, Agle and Woods’ typology model of stakeholders.  In your description be certain to define the key attributes on which the model is based (3 marks), as well as the seven resulting stakeholder categories (7 marks).
Grading Scheme

The response to this question must be reasonably precise, although word-for-word is not necessarily expected.  That said, the attributes must be precise (legitimacy, power, urgency) but their description might be less precise.  Each stakeholder category must be listed (but not described) and the point must be made that those groups that overlap the most (or alternatively, the darker the area occupied in the schematic – see the text book on this) are the most salient.

The MAW model proposes that stakeholders have three attributes:

1) Ligitimacy – the perceived validity or appropriateness of a stakeholder’s claim to a stake (1 mark)
2) Power – the ability or capacity to produce an effect (1 mark)
3) Urgency – the degree to which the stakeholder’s claim on the business calls for immediate action (1 mark)

When these three attributes are superimposed, seven stakeholder categories result:

1) dormant (1 mark)
2) discretionary (1 mark)
3) demanding (1 mark)
4) dominant (1 mark)
5) dangerous (1 mark)
6) dependent (1 mark)
7) definitive (1 mark)
Part 3 (30 Marks)

Respond to each question relating to this case study (found at the end of the case) directly in the examination booklet.

Robert Wrench

Robert Wrench (Munster Bob) was recently promoted to service manager for a major auto dealer located in Munster, Ontario.  By trade he was a mechanic, and his favourite pastime was fixing automobiles and building blueprinted, high performance engines.

As the days wore on and he was continuously bombarded by a seemingly endless line of complaining customers, he began to have second thoughts on his promotion, realizing he preferred instead to be simply working on cars and leaving all the customer problems to someone else.

While reviewing the Munster Morning Times one evening, he came across an advertisement offering to lease an empty warehouse located in an area that he was certain would be well suited for an auto repair shop.

Bob had saved some money and had an unencumbered and unsecured line of credit with the Bank of Munster; these resources combined would be sufficient to allow him to initially equip the warehouse with two electric lifts as well as most of the equipment necessary to set up shop.

Munster Bob called the landlord listed on the advertisement and expressed his interest in leasing the warehouse.  The landlord, Fred Space (or Fast Freddy to his friends and colleagues) asked Bob what type of business he was planning to start.  Bob advised Fred that he had not actually made the decision but he was contemplating starting a sole proprietorship, a partnership or a private corporation.

After a full eighteen months of operations, Bob sat at home on his deck reflecting on his experience.  He had started his company as a corporation with him and his wife Gertrude as President and Secretary respectively, each holding five shares in “Bob’s Garage Inc,” and serving as the board of directors.  He spent $1,500 setting the company up, most of which went to pay Richard Chameleon, a friend of a friend who offered paralegal services in downtown Munster.  He used $10,000 of his $10,500 personal line of credit to buy the ten shares, using the money invested in the corporation to buy equipment.  He then took out a bank loan in the name of the corporation, secured against the equipment and other assets of the corporation, from the Bank of Munster, to buy additional computer equipment necessary to diagnose “check engine lights” on late modeled cars and trucks.  After a slow start, business began to pick up to the point where his wife worked the office and he hired a mechanic, Frederick (Freddy) Frealoder – a specialist in automobile electronics and also a licensed mechanic.  With Freddy in place Bob could spend most of his time building engines.

However in the past few months the economic recession had hit full force, and despite lowering his labour prices at the door, he could no longer generate sufficient revenues to pay Freddy and service his debt – in fact his payments to suppliers and other creditors were significantly past due and each day brought several calls from them looking for their money.  To make matters worse only this morning he had received a letter from the Department of the Environment indicating that oil deposits were found in a creek adjoining the property he leased from Fred Space and that further testing revealed that the cause was a ruptured underground drum used to house used motor oil.  Cleanup costs were estimated to be $150,000.  Worse still, Chameleon had called this afternoon to advise that the lease agreement specified that the lease (i.e. Bob’s Garage Inc.), not the lessor would be responsible for any environmental damage caused by the business.

Despite the dismal situation Bob smiled and sipped his tea.  “Thank goodness I started a corporation!” he thought to himself.

Questions

1. With reference to the three types of business ownership originally contemplated by Bob, list two advantages and two disadvantages of each form (12 marks).  In your view, in hindsight given the prevailing circumstances faced by Bob, which of the forms of business ownership originally contemplated by Bob would have been MOST risky?  Support your position (3 marks).

Grading Grid:

Give 1 mark for each advantage and 1 mark for each disadvantage to a maximum of 4 marks for each type of business ownership to a maximum of 12 marks for this question.  It is permissible to repeat the advantages and disadvantages, where logical.

Sole Proprietorship (4 marks)

Advantages (max 2 marks):

· Easy and cheap to start

· Secrecy

· Flexibility and Control

· Pride of Ownership

· Distribution and Use of Profit

· No special taxes

· No government regulation

Disadvantages (max 2 marks)

· Unlimited liability

· Limited financial resources

· Limited skills pool

· Overwhelming Time Commitment

· Few Fringe benefits

· Limited growth

· Limited lifespan

Partnership (4 marks)

Advantages (max 2 marks)

· Ease of Organization

· More resources

· Shared management

· Combined knowledge and skills

· Faster decision making

· Few regulatory controls

Disadvantages (max 2 marks)

· Unlimited liability

· Partners are responsible for the business activities of all others

· Division of profits

· Disagreement among partners

· Life of a partnership

Corporation (4 marks)

Advantages (max 2 marks)

· More money for investment

· Limited liability

· Separation of ownership from management

· Ease of ownership change

· Perpetual life

· Size

Disadvantages (max 2 marks)

· Initial costs

· Paperwork

· Two tax returns

· Termination difficult

· Double taxation
Part 2 of the question is an opinion question (3 marks).  Three marks are given for a logical, compelling response that argues (likely) that the in hindsight the sole proprietorship would have been the MOST risky.  Marker’s discretion and part marks permissible.
2. What is corporate governance (3 marks)?  Who is responsible for it (2 marks)?  Discuss whether, in your view Bob’s Garage Inc. is performing all corporate governance functions (5 marks)?

Corporate Governance (3 marks)

Full marks are given for a response that captures the essence of the following definition.  Part marks are permissible at the discretion of the marker.


[image: image2.emf]Corporate Governance: Definition



The processes, structures, and relationships 

through which the shareholders, as 

represented by a board of directors, oversee 

the activities of the business enterprise.


Responsibility (2 marks)

The responsibility for corporate governance rests with the board of directors.

Bob’s Garage Performing all Corporate Governance Functions (5 marks)

To perform all corporate governance functions, the board of directors would need to perform all of the following:

· The responsibilities of the corporate board of directors includes:

· Accountability

· Management and control systems

· Disclosure

· Financial reporting

· Shareholder & stakeholder rights

· Risk performance

A good response would cite the responsibilities not being performed, and would comment on whether a small private corporation’s directors could actually perform these functions.  Marker’s discretion for 5 marks – part marks are permissible.

3. List five key stakeholders of Bob’s Garage Inc. and briefly indicate why they are “key” (5 marks)?

Grading Grid:

I am looking for any five key stakeholders that can be presented as “key” – for full marks the response needs to identify five stakeholders and for each, indicate why they are “key”.  Rationales must be logical and compelling.  Marker’s discretion, part marks permissible.

� Vinette written by Dr. David H J Delcorde, Telfer School of Management, University of Ottawa.  The people and companies portrayed in this case are fictitious.  Any resemblance to real persons, companies or organizations is purely coincidental.
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