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ADM1301A -- Social Context of Business

Fall 2010
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 – Multiple Choice (30 Marks)
Select the most appropriate answer to each of the following question and indicate your choice directly on this question paper.

1. A free enterprise system sees a strictly limited role for government.

a. True

b. False
2. Government involvement in the Canadian economy has often occurred with the encouragement of Canadian business.

a. True

b. False

3. The recent publicity regarding toxic levels of lead in the paint used in children's toys has stimulated calls for greater control over foreign imports generally in order to product consumers. Brandon argues that just because foreign imports in one sector were potentially dangerous does not necessarily mean that all foreign imports are dangerous. Treating all sectors the same doesn't account for the _________ in the Canadian business system.

a. Diversity of business interests

b. Foreign ownership and influence

c. Resource-based economy

d. Concentration

e. Influence of small business

4. In 2007 Mattel, an American company, issued recalls for toys that contained small, powerful magnets that if swallowed could cause considerable harm. Many of these toys were sold in Canada. The importation of this product reflects the _______________ as a factor in the Canadian economy.

a. Diversity of business interests

b. Foreign ownership and influence

c. Resource-based economy

d. Importance of trade

e. Influence of small business

5. IMGD Corporation has placed all its workers on short term contracts. It does so in order to not have to pay severance when it lays off its workers. This policy has garnered considerable negative publicity with many claiming that the firm is just being greedy. The critics of this policy are stating that __________, in this case, is negative.

a. Self-interest

b. Allocation of resources

c. Decentralized decision making

d. Business cycle

e. Unemployment

6. The community of Crowsnest Pass in southern Alberta has seen its population fluctuate over the years as coal production escalated and then declined. The importance of wind energy, however, offered many southern Alberta communities opportunity for economic development. These examples relate to which factor of the Canadian economy?

a. Diversity of business interests

b. Foreign ownership and influence

c. Resource-based economy

d. Importance of trade

e. Influence of small business

7. "It's my land!" exclaimed the farmer, responding to the environmentalists. "If I want to cut down every single tree on it, this is my right." The farmer is claiming the fundamental right of capitalism—the right of private property.

a. True

b. False

8. A monopoly occurs when there are few sellers in an industry and these sellers behave similarly.

a. True

b. False
9. Anti-capitalism as a movement supports an elimination of capitalized wealth to deal with social inequity.

a. True

b. False
10. JKM Corporation has decided to relocate its factory to a remote, rural location. The current employees are dismayed and are asking their employee to reconsider. JKM states that they can and will relocate their business wherever they choose. JKM Corporation is asserting which fundamental element of capitalism.

a. Right to personal property

b. Competition

c. Individualism and Economic freedom

d. Equality of opportunity

e. None of the above.

11. Denise, the owner of an Internet company, is relocating the business to Toronto. Her employees all believe that she should have considered their needs in this decision as they are part of the team that has made the business successful and that customers in the community will be hurt by this move. The employees are applying the principle of __________ in asking her to consider their request.

a. Individualism

b. Communitarianism
c. Consumer sovereignty

d. All of the above

e. None of the above

12. A recent trip to the grocery store was disappointing for Robert. He discovered that his favourite brand of canned salmon was no longer being carried. When he asked the store manager, he was told that customers were not buying the product in sufficient quantities to allow them to continue to stock it. This is an example of ________________, which is a fundamental part of capitalism.

a. Consumer sovereignty
b. Competition

c. Equality of Opportunity

d. Work ethic

e. Economic freedom

13. "It is important to find middle ground between a high rate of economic growth and social welfare. Government intervention in the economy through planning and economic controls, with significant input from labour organizations, will ensure that citizens benefit from this capitalist approach." This position supports the _________ form of capitalism.

a. Consumer

b. Producer
c. Family

d. Frontier

e. None of the above

14. ABC Corporation is a forestry company that is attempting to develop more sustainable approaches to forestry in order to preserve the land for use by future generations. They receive considerable support from mainstream environmental groups. Eco-terrorists, who will sabotage trees in such a way as to injure the forestry worker who is cutting the tree, do not believe that ABC Corporation is doing enough. Which of the following stakeholders should ABC consider in its decisions about forestry?

a. Employees

b. Mainstream environmental groups

c. Eco-terrorism environmental groups

d. All of the above
e. A and B, not C. You do not negotiate with terrorist groups.

15. The government of Canada recently sold off its remaining shares in PetroCanada. The government, in regards to this decision, is considered which type of stakeholder?

a. Government

b. Director

c. Owner
d. Consumer

e. All of the above

16. Janet is on the board of directors for SPT Corporation. Which of the following assumptions about Janet's involvement with SPT Corporation is correct?

a. Janet was elected by the shareholders to this role.

b. Janet is a shareholder of SPT Corporation

c. Janet has ultimate responsibility for the functioning of SPT Corporation

d. All of the above

e. A and C, but not B

17. Latent stakeholders are those with one attribute and low salience whereas expectant stakeholders possess three attributes and are more salient.

a. True

b. False
18. Ishmal determines that the company shareholders expect attention from the company, but their demands are not urgent. He also notes that they do have considerable power and a legitimate claim to have input. This stakeholder is a dependent stakeholder and therefore in the definitive stakeholder category.

a. True

b. False

19. Telus Corporation announced in February 2007 that it has no plans to change its policy of supporting the download of pornography to cellular phones. Parents are opposed to this policy and are considered, by the company to be very important stakeholders. They are also likely to form coalitions to gain further power. Parents are _________ stakeholders and a(n) _____________ strategy is appropriate.

a. Antagonistic, avoidance

b. Problematic, defensive

c. Antagonistic, defensive

d. Problematic, avoidance

e. None of the above

20. A large chain of bookstores called Littera is planning to build a new store in a small town in the prairies. They are known for their large selection and low prices.  Before going public, the management at Littera decides to categorize identified stakeholders using a position/importance matrix. There are three small, independent books stores in town. They aren't considered to be a competitive concern. They would be categorized as _________________ stakeholders.

a. Low priority stakeholders

b. Antagonistic stakeholders

c. Supporter stakeholders

d. Problematic stakeholders

e. None of the above

21. Wearebig is a large department store chain and is planning to open a new store in a city in southern Manitoba. The location was chosen because the city's size should provide an excellent customer base for the store. Residents of a small, neighboring town are excited that the store will be open and plan to shop there as well. The residents of the small town are most probably __________ stakeholders and Wearebig should adopt a strategy to ______________.

a. Supportive, provide information to reinforce this position

b. Low priority, provide information to reinforce this position

c. Supportive, promote their involvement with other supporters

d. Low priority, promote their involvement with supporters

e. None of the above

22. A board of directors has fiduciary duties; these duties focus on the economic responsibilities of a corporation.

a. True

b. False
23. Tomas is a non-voting shareholder of XYZ Corporation. He is upset that he did not receive notice of a shareholder meeting that had been called to consider the dismissal of the CEO. The OECD has stated that shareholders maintain certain rights regarding corporate governance. Which of the following statements are true in regards to Tomas's rights?

a. Participation at shareholder meetings is a right

b. Election and removal of board members is a right

c. Thomas's right to vote has not been violated

d. A and B are correct

e. All of the above

24. Oxfam, an international organization, has multiple partners in Kenya, including government. Oxfam is not a non-governmental organization (NGO) since it receives government support for some of its activities in this country.

a. True

b. False

25. Civil society is comprised of all the following, except:

a. The volunteer sector

b. Government agencies

c. Social organizations

d. Community organizations

e. All of the above are part of civil society

26. An NGO has developed an educational campaign to influence consumers. It is their hope that consumer pressure will slow the development of genetically modified food products. This NGO is engaged in what type of social issue?

a. Environment

b. Workers'/human rights

c. Social development

d. Economic

e. Technology

27. Julio was discussing the merger of his company with a competitor. He made a comment off the record to the reporter who was known to be suspicious of mergers. Julio stated that he thought that the new leadership was lacking in skill and that the merger was likely to ultimately fail. The reporter's story, highlighting these opinions, made the front page of the newspaper in the next edition and completely overlooked the positive aspects of the merger. The business community critiqued the reporter's story. The following complaints were made based on the above information:

a. The reporter did not have sufficient knowledge about the sector

b. The reporter was only interested in "bad" news that could be sensationalized.

c. Reporters do not respect "off the record" comments

d. All of the above are criticisms that could be made of this reporter's story

e. B and C, but not A, are criticisms that could be made of this reporter's story

28. The form of capitalism featuring limited government involvement, open borders, a profit mentality, and where consumers have considerable influence over the market and producers respond to their wishes is:

a. Producer capitalism

b. Family capitalism

c. Liberal market capitalism

d. Frontier capitalism
e. None of the above

29. Which of the following statements regarding capitalism is false?

a. Capitalism is considered a controversial economic system

b. Economic decision-making is in the hands of individuals or enterprises, which make decisions with the goal of maximizing social welfare.

c. Private ownership is fundamental to capitalism.

d. Profit is a key motivator of corporate behaviour.

e. None of the above statements is false

30. Most media-outlets in Canada are owned by private-sector enterprises.

a. True
b. False

Part 2 (40 Marks)
Respond to any two of the following questions in the exam booklet provided.  Each question carries 20 marks.  Point form responses are permissible, but full sentences must be used.
1. Three drivers of change in Canada’s social context were proposed in class: (1) the Baby Boomers (in the context of an aging population); (2) continuing advances in information and communications technologies; and (3) globalization.  For ANY TWO of these drivers, describe two ways they affect each of the three segments of Canada’s socioeconomy/macroenvironment (12 marks).  In your view, which one of three proposed drivers has the greatest affect on Canada’s socioeconomy and why (8 marks)?
Grading Grid

FOR ANY TWO DRIVERS, I am looking for TWO WAYS the selected driver affects Business, Government and Civil society, drawn from those given below or some other way that is compelling.  Give one mark for each affect of the driver on Business, Government and Civil Society to a maximum of 6 marks per driver to a maximum of 12 marks for this question.

	Driver
	Affect on Business

1 mark each
	Affect on Government

1 mark each
	Affect on Civil Society

1 mark each

	Baby Boomers
	· This group is the highest earners and the largest cohort and represents enormous demand so the products demanded are produced! (1 mark)
· Aging…therefore different products (from the minivan to the Mercedes)

· Who will replace this cohort in the workforce (also represents an enormous retiring cohort around the same time)


	· Can strongly influence public policy direction and thrust because the group represents the largest single voting cohort (1 mark)
· Largest single voting cohort will also demand certain things of importance to an aging group:

· Tax breaks

· Pension management

· Personal services

· Can influence who get elected


	· Can strongly influence the agenda of civil society organizations (1 mark)
· Largest group of potential volunteers

· Largest group of charitable supporters

· Most are well connected and experienced



	Technology
	· Instant communications

· Increased expectations of stakeholders

· Greater visibility of business activities

· Greater competition

· New stakeholder paradigms

· Ownership of intellectual capital 

	· Instant communications

· Increased expectations of stakeholders

· Greater visibility of government policy issues and greater public scrutiny on actions of government

· New stakeholder paradigms (collaboration)

· Alternative program and service delivery mechanisms 

	· Increased ability to influence government and business

· Increased capacity to garner public support to play on business and government agendas

· Increasing complexity of issues and increased demands on its services 


	Globalization
	· Pressure to innovate

· Unpredictable competition from everywhere

· Multicultural workforce at home and related management issues

· Manufacturing activities in foreign countries

· Cross-border issues

· Security and safety issues 

· More sophisticated products and changing consumer tastes


	· World trade

· Increasing political influence on trade

· Need to work with different governments in different cultures and different political systems to effect economic growth

· Must recognize developing nations plights and issues

· Less protection for domestic industries 

	· Increasing knowledge of other civil societies and how these civil societies interact with their own governments and businesses

· Greater sophistication

· Increasing complexity of civil society issues

· Opportunity to work more collaboratively with government and business




Part 2 of the question for 8 marks is an opinion question.  I am open to any reasonable and supported response – must be compelling and logical.  Markers must be convinced by this argument for full marks.  Part marks are permissible at the discretion of the marker.
2. Business and government are thought to differ in three key ways.  Describe each of these differences (9 marks).  Next, briefly describe each of the three branches of the Canadian federal government (6 marks).  Finally, briefly describe any one of the key general issues faced by the government as presented in class (5 marks).
Grading Grid.

Differences Between Business and Government (9 marks max)
Give 1 mark for each difference cited to a maximum of 3 marks per difference.  Responses do not have to be word for word.  Part marks are permissible – marker’s discretion.

The political process (3 marks max)
· Elections can cause whole scale administrative changes in a constrained time period

· Difference in timelines perceived by politicians and civil servants

· Treat members of the public consistently in the delivery of programs – the same level and rigour available to all Canadians regardless of where they live

The nature of government activity (3 marks max)

· Government faces a multiplicity of goals and the lack of any clear distinction between means and ends

· Qualitative goals of government do not lend themselves to evaluation through performance standards

· Canadians expect government to solve problems for which there are no obvious solutions

· Pollution, unemployment, corporate social responsibility, international trade

· Political efficiency is sought – not economic efficiency

The institutional context of government (3 marks max)
· Activities of government are increasingly transparent and subject to public review by an enormous range of stakeholders

· Every voter is a stakeholder and every vote matters but it is impossible to put into play every stakeholder’s interest

· Government as an institution is far more complex than the largest business

· Government is large with an enormous geographic distribution

Three Branches of the Canadian Government (6 marks)

Give 2 marks for each branch correctly described from the parameters below.  No expectation of word for word, but the response must be reasonably precise.

· Three Branches of Government:
· Legislative -- The House of Commons & The Senate (2 marks)
· Executive -- Prime Minister, Cabinet and the Public Service (2 marks)
· Judicial -- independent of Cabinet, Parliament or of any other state institution (2 marks)
Description of ANY ONE of the following three general issues. (5 marks)  Full marks are given to any response that captures the essence of the issue as provided below.  Part marks are permissible at the discretion of the marker.
Increasing efficiency, cost-effectiveness and accountability

· Federal Accountability Act

· Lobbyists Registration Act

· Need to be fiscally responsible stewards of the public purse without making an already rules-laden bureaucracy more bureaucratic and snuffing out opportunities for creativity

Horizontal management of issues that cross departmental borders

· Makes sense to work collaboratively, however:

· The costs of working together are often underestimated

· Working horizontally requires the management of more complicated performance indicators, reporting relationships and accountabilities

· Working horizontally would lead to better policy outcomes but would not necessarily result in cost-savings

Becoming more citizen-centric, engaged and accessible to the public

· Public participation

· Improved decision quality

· Opportunity to build consensus

· The maintenance of credibility and legitimacy

· Opportunity to anticipate public concerns and attitudes

· Avoiding worst-case confrontations

· But:

· Which public stakeholders to consult??

· Do the stakeholders fully understand their “stakes”??

3. Civil Society is an important component of the Canadian socioeconomy/macroenvironment.  Give three generalized examples of whom or what would be included in this segment (3 marks).  Next, describe four of this segment’s characteristics (4 marks) and its sorting mechanisms (4 marks).  Finally, describe the segment’s five (5) key roles (5 marks) and the four types of “Personal Capital” each person in society possesses (according to Bourdieu)(4 marks).
Grading Grid
Whom or what would be included 1 mark each to a maximum of 3 marks from the following or logical suggestion):

· Nonprofit 

· Not-for-profit

· Voluntary

· Independent

· “Community”

· The totality of voluntary civic and social organizations and institutions 
Characteristics and Sorting Mechanisms

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
Sorting Mechanisms (4 marks for a response that contains all the following – part marks are permissible – marker’s discretion):

Trust, reciprocity, networks, norms, values, social capital
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 
Four Types of Personal Capital
Give 1 mark for each of the following (these need to be reasonably precise)

· Each person in society will possess differing amounts of:

· Social capital (who you know)

· Economic capital (what you have)

· Cultural capital (legitimate knowledge: what you know)

· Symbolic capital (your status in the eyes of others)

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
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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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