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The Canadian business sector 
	---- looking at the form of business ownership

Economic environment affecting Canadian business
· Changes due to
· Globalization
· Early 1990’s recession
· Technology boom
· Economic crisis of 2008

General aspects of a business plan?
· Company profile
· Industry overview
· Service or product
· Target market
· Competitive analysis
· Human resources

Forms of business ownership
· Sole proprietorships (unlimited liability)
· Partnership
· Corporations
· Cooperatives
· Franchises – a specialized form of business ownership

Sole proprietorships
· Simplest form of ownership
· Fall under municipal and provincial jurisdiction
· Filing a name declaration is not necessary if…
· Owned and operated by one person

Partnership
· Two or more people combine the skills to formal business
· Provincial laws require that name must be registered and information about partners provided
· General partnership 
· Limited partnership 


Corporations
· Recognized as a separate legal entity under the law 
· Can be incorporated provincially or federally
· Federally incorporated can operate anywhere in Canada
· Private vs. public corporations  (diff. : shareholders)
· Crown corporation – owned by government

Co-operatives
· Emphasizes working together t to build community
· Supplies needed goods and services at a lower cost (ie. farms)
· Ex: retail coop, housing coop

Franchises
· Established under an authorization to sell or distribute a company’s goods or service in a particular area (mcdounond’s, Timhorton’s, etc.) MCD, Subway, THE KEG—best franchise to own right now
 
What can we do – as potential business owners?
· Right of private property
· Economic freedom
· Equality of opportunity
· Competition/pursuit of profit 
· Work ethic

Stakeholder identification, issues, and relations 

What’s a stakeholder?
· Individuals and groups with a multitude of interests, expectations, and demands as to what business should provide to society

Who are the stakeholders for a Tim Horton’s franchisee?
· Employees
· Government
· Media
· Consumers
· Suppliers
· Shareholders
· Charities (sponsored by Tim’s)
· Franchisor (Timhorton’s Inc.)
· Competitors




Pluralistic society
· A society in which there is diffusion of power among many groups and organizations – a wide decentralization and diversity of power concentration 
· No one institution in independent of others

Pluralistic society - Diffusion of Power
Adv.
· Prevents concentration of power
· Maximizes freedom
· Disperses individual allegiances
· Creates diversified loyalties
· Provides safeguards

Dis.
· Pursuit of self-interest
· Proliferates organizations with similar goals
· Forces conflicts
· Promotes inefficiency

Shareholder vs. stakeholder viewpoint
Shareholder:
· A business exists to make money  -  greatest efficiency is achieved through profit maximization
· > profits > taxes paid to government for use in dealing with social issues
· Property rights theory (corporation owned by shareholders)
Stakeholder: (ie. google)
· Business has a responsibility to do more than maximize profits
· Business has caused several problems so it has a responsibility to fix them
· Society provides the very existence of business through legal frameworks

Stakeholders – what are the issues?
· Who are the organization’s key stakeholders and how do you determine which ones are key?
· What is the correct balance between profit generation and stakeholder interests?
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Ben and Jerry’s Case
(in Youtube –eco biz)

Introduction to Government Sector

Stakeholder Management Top 5 Realities
1. Stakeholders’ interests will not always be clear
2. Some stakeholders will win, others will lose
3. Stakeholders watch how the organization treats other stakeholders
4. Stakeholder management will cost money, but might be cheaper than not managing stakeholders
5. Stakeholder contributions are essential


Identifying Stakeholders
· Internal stakeholder
· Employees, shareholders, managers
· External stakeholder
· Customers, suppliers, government, competition, community
· Primary/Marker stakeholder
· …..

Who are business stakeholders?

Primary and secondary stakeholders
· Primary stakeholders are those that have a direct interest in the organization and its success
· Secondary stakeholders are those that have a public or special interest in the ….
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Video on Corporate Governance
· Enron 
· Tyco
· Worldcom 

Three key players in corporate governance
1. Shareholders
a) The owners of the corporation
b) Interested in return on investment
c) Usually responsible for electing Board of Directors
2. Boards of directors
a) Responsible for governance
b) Set long-term objectives
c) Elected by shareholders
d) Fiduciary duty (a legal relationship of trust)

Corporate Governance: Directors’ Fiduciary Duties
· To 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 to all shareholders (common, preferred, etc.)
· No personal profits of company expense
· Declare conflicts of interest


3. Officers
a) Senior employees who oversee daily operations
i. President
ii. Chief Operating Officer
iii. Members of the senior management team

Governance Failures
· Examples: Enron, Worldcom, tyco
· Adversely affect many parties, both direct and indirect:
· Shareholders
· Employees
· Suppliers
· Pension funds
· Communities
· Government
· Civil society

Principles of Good Governance (OECD)  [in exam]
· Ensure the basis for an effective corporate governance framework
· Understand rights of shareholders and key ownership functions
· Provide equitable treatment of shareholders
· Appreciate role of various stakeholders in corporate governance
· Ensure disclosure and transparency
· Outline clearly the responsibilities of the Board

Canadian Governance Segment 

Government at Work
· Question period
· Committees

Canadian federalism
· Canada:
· Governed by a system of parliamentary democracy with powers divided among the various levels of government
· Federalism:
· System of political organization where the activities of state are divided between at least two levels of government
· The Canadian Federation:
· The federal government
· 10 provincial and 3 territorial governments
· A number of regional and local municipal governments


How Canadian Governance Themselves
· Some examples of provincial legislation powers: di…..

Canadian federal government

Three branches of Government:
· Legislative: the house of commons and the senate
· Executive: prime minister, cabinet and the public service
· Judicial: independent of cabinet, Parliament or of any other state institution

Federal Government Legislative Branch – House of Commons
· 308 seats
· Elections at least every 5 years
· The speech from the Throne
· Question Period
· Legislation and Debates
· All proceedings of the House of Commons are recorded in a parliament….

The senate
· 105 seats
· Senators are appointed by the prime minister
· The senate is a revising and investigatory body for legislation
· Bills tabled in the House of Commons pass through the senate.

The legislative process:
1. House of Commons
· Introduction 
· First reading
· Second reading (debate the principle)
· Third reading  (debate and vote)
2. Senate
3. Royal Assent
4. Law 

The Executive Branch
· Comprised of the prime minister, cabinet and the public service
· PM selects Cabinet Ministers
· PM and Cabinet Ministers make majority of policy decisions
· PM also recommends various appointments to the Governor General
· PM also recommends a Governor General for the queen’s appointment!


February 9, 2011
Exam: Wednesday, February 16, 2011 included: chapter 1,2,3,4,11,13 
Main focus on class material
However, you must review book material primarily for multiple choices
3 questions: multiple choices(30), short essay(40), case study(30) TOTAL:100 marks

Con’t last lecture
Remember the question to ask…
· Examples:
· Globealive (wind mobile) – government says one thing, Federal Court indicating another.
· Egyptian uproar – who has created the issue, who holds the power, what are the stakes?

Federal Government – the executive branch
· Departments and Agencies
· The prime minister decides on number and substance of federal government departments
· Departments are responsible for designing policies and delivering programs to the public
· Central Agencies
· Privy council office
· Treasury board
· Department of Finance Canada 

Federal government – the judiciary
· Canadian system is inherited from the common law traditions of England
· Basis of the constitutional, criminal and civil law of the entire country except Quebec
· The judgments of the Supreme Court of Canada are binding on all other courts
· Judges of the supreme Court (9 of them) are appointed by the Governor General on the advice of the Federal Cabinet 

Sources of Legislation
· The public 
· The government (PM and Cabinet) and/or Parliament (Commons and Senate)
· The public service
· The Judiciary

How does government different from business?
· The political process
· The nature of government activity
· The institutional context of government
The political process
· Elections can cause major 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 nature of government activity
· Government faces varying goals
· 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
· Activities of government are increasingly transparent 
· Every voter is a stakeholder
· Government is far more complex than any business
· Government has enormous geographic distribution

Canadian government Key Issues
· Increasing efficiency, cost-effectiveness, and accountability
· Horizontal management of issues
· Increasing citizen engagement, accessibility

Key “General” Issues
1. Increasing efficiency, cost-effectiveness, and accountability
a) Need to be fiscally responsible toward the public purse without increasing bureaucracy
2. Horizontal management of issues that cross departmental borders
a) Makes sense to work collaboratively, however:
i. Costs of working together are often underestimated
ii. Requires management of more complicated reporting relationships
iii. Leads to better policy outcomes but…
3. Becoming more citizen-centric, engaged and accessible to the public
a) Public participation
b) E-government – use of information and communication technologies as a tool to achieve better government

Civil Society
Appreciating Civil Society
· Defining civil society
· Understanding its characteristics and roles
· What are issues in the segment


What is ‘civil society’?
· Also referred to as the third segment
· Nonprofit
· Not-for-profit
· Voluntary
· Independent
· “community”
· Contribute to the functional …

What characterizes the segment?
· Activities mainly instituted through forms of reciprocal relationships or solidarity
· Based on “good neighborliness”
· Its value system is reciprocity-based:
· Engagement
· Commitment
· Trust
· Cooperation
· Collaboration
[image: ]
Civil Society (Social Segment)
· Overall Characteristics
· Relative to the business and political segments


-Smaller, more cooperative, less hierarchical organizations
-large number of women relative to men
-emphasis on public goods and maximizing participation
-activities are more labor intensive
-Importance is placed on gratitude, obligation, and reciprocity


The dynamics of Civil Society
· The dynamics of this sector are somewhat different from the other two….

Simple forms of Social Arrangements in Civil Society
· Highly formal forms:
· A national organization of any sort (where each is formally organized)
· Highly informal forms:
· A group of people gathering at a local pub every Thursday
· Densely interlaced or comparatively invisible
· A group of steelworkers who work together every day at the factory, go bowling together on Saturday, and the same Church on Sunday vs. the nodding acquaintance you have with the person at the gym

Five roles of Civil Society
· 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

The civil society segment – likely contributions
· Alternative service delivery models
· Employment generation and recognition
· Valuing and conceptualizing the importance of “community”
· Civic engagement – identify issues of public concern

Civil Society - Important but complex segment with complex issues
· Segment fragmentation
· Funding
· Attracting and retaining volunteers and strong non-profit board members

Segment fragmentation
· 161000 incorporated non-profit organizations plus thousands of unincorporated community groups:
· Different issues
· Different missions
· Varying management capacity and ability
· How do smaller organizations cope?

Funding
· A finite amount of money to be shared amongst the fragmented third segment
· Changes in government policy intended to foster improve relationships has had a mediocre impact on the third segment

Attracting and Retaining Volunteers
· Age demographics:
· By 2011 the potential exists for every person aged 55-64 there will be only one person aged 15-24
· More people available to do volunteer and charitable work, but also more demand for third segment services

Globalization, business sector—business ownership, stakeholders, governance – 3 key points: seniors, stakeholders, 
How government blah blah blah …
Civil society – law, contributions, main issues
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Ethics 
Agenda:
· What’s an ethic person?
· What’s ethics purpose in business?
· What’s ethics purpose in government?
· What’s ethics purpose in civil society?

Definition:
“…Beliefs about what is right and wrong or good and bad. Ethical behaviour conforms to individual beliefs and social norms about what is right and good”

The source of Ethics
· Ethics are learned through a number of channels:
· Family groups
· Religious beliefs
· Educational institutions
· Reflections of social values

Importance of Ethics
· The perception of corporate social responsibility reflects the ethical approach of a company
· Senior management will generally be judged against the public’s perception of the company’s ethical and corporate social responsibility stance
· The perception of ethics is particularly importance for a company

Ethics – three different kinds
1) Social Ethics
· Standards learned primarily from an awareness of the climate of opinion
· Developed during a person’s upbringing, in home and school
· Also expressed in the legal framework of a society
· Will vary across societies
2) Transcendental Ethics
· Absolute concepts of right and wrong which transcend all human societies
· Prompted by the realization of the weakness of social ethics not being applicable to relations between different societies
3) Tactical Ethics
· Ethics practiced out of convenience, and in pursuit of ulterior motives, most commonly in the improvement and optimization of self-interest
· Based not on the concepts of what is right in a social or absolute context, but on other considerations as often as not what is advantageous for the individual.     i.e.: what is convenient for me just to avoid penalty

Business Ethics
· “Rules, standards and principles that provide guidelines for morally correct behaviour in decision making relating to business operation”

Managers Considerations of Ethical Implications in Business Decisions
· Level 1 = Awareness (of moral or ethical implications)
· Level 2 = Assessment based on influence (value judgments and moral standards)
· Level 3 = Assessment based on use of ethical principles

Importance of Ethics in Business
· The perception of corporate social responsibility reflects the ethical approach of a company
· Senior management will generally be judged against the public’s perception of the company
· The perception of ethics is particularly important for a company

Managing the Ethics of Business
· Statements of values – beliefs about what is worth striving …

Complicating Factors on “Personal” Ethics
· Personal, organizational, and social influences:
· Bribery 
· Nepotism 
· Insider trading
· Misleading advertising 
· Conflict of interest 

Ethics and Values in Government
Ethics is a subset of values
· Democratic Values: Helping Ministers, under law, to serve the public interest;
· Professional Values: Serving with competence, excellence, efficiency, objectivity and impartiality;
· Ethical values: Acting at all times in such a way as to uphold the public trust;
· People values: Demonstrating respect, fairness and courtesy in their dealings with both citizens and fellow public servants 
· Gifts, bilingualism , transparency vs. Cabinet confidence, privacy of information 
· 
MACLEAN’S ARTICLE
· Quebec: the most corrupt province

Ethics and Values in Civil Society
· Relationships built trust
· Values should be higher than prevailing standards –why?
· 。。。

Factors that encourage ethical decision-making
1. Strong organizational culture emphasizing ethics
2. Collaborative, Theory Y management style;
3. Symmetrical worldview that values innovation and dialogue;
4. Counseling role for issues management
5. Rewarding ethical behaviour
6. Commitment to ethical analysis
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Corporate social responsibility: definition
-Achieving a balance amongst economic, social, and environmental responsibilities in business to address stakeholder expectations.
Agenda:
-Key elements of CSR
-CSR why or why not
-Contemporary CSR concepts
-Various responses to CSR

Key elements of CSR
-responsibilities beyond the production of goods and services
-responsibilities to help solve social problems
-constituency is more than just shareholders
-impact of actions beyond simple marketplace transactions
-serving a wider range of human values than just economic values

Case of CSR involvement
-business should operate to satisfy society’s needs
-proactive approach better than reactive
-prevents public criticism and government regulation
-good for the bottom line/public image
-investors and consumers support CSR…business people on the overall support this!
-Can become financial opportunities- long term best interest of company

Counterarguments
-Profit maximization is the primary purpose of business
-Business is responsible to shareholders
-Social policy is the role of government
-Business lacks training in social issues
-Business involvement in social matters increases costs

Be a good corporate citizen, philanthropic, desired
Be ethical, ethical, expected
Obey the law, legal, required
Be profitable, economic, required

Contemporary CSR concepts
Corporate sustainability
-activities demonstrating the inclusion of social, environmental, and economic responsibilities
Reputational management
-look to enhance corporation’s image through relationships with all stakeholders
Social impact management
Focus on intersection between business needs and societal concerns
Triple-E bottom line
-evaluate corporation according to economic, ethical, and environmental impact

Response to corporate social responsibility
Corporate giving (philanthropy)
Business contributes to society socially through donations of money or goods and services in kind, voluntarism (where corporate employees work for social causes), and sponsorship of events that contribute to society
Corporate voluntarism
Forms of support
-providing facilities, allowing time off, assisting with personal expenses incurred while volunteering, special recognition
Corporate policies regarding voluntarism
-encouraging; enabling; and promoting
Corporate sponsorship
A partnership, which has been established for mutual benefit between a business sponsor and an event or a non-profit
Examples: sports, cultural, and educational events, drug abuse, environmental issues, etc
Social venture philanthropy
The investment of human and financial resources by corporations in non-profit community development agencies to generate a social return instead of only…
Social enterprise
A model of business operation where some or all profit are deliberately used to further social aims
Two types:
1)	Non profit enterprises that contribute all profits to social initiatives. E.g. value village thrift stores;
2)	For profit enterprises that divide profits between social initiatives and shareholders. E.g. the body shop
Business government relations
Does business understand government?
Doer government understands business?
Multiplicity of goals difficulty in measuring performance, need to address difficult problems, multiple accountabilities, public visibility, many stakeholders, complexity
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Questions before class:
What is lobbying?
What is procurement?
What are types of lobbyists?
Why are lobbyists important?

Business-Government Relations
· The prevailing view is that business and government rarely agree and that each is of the view the other “doesn’t get it”.
Understand one another:
· Government Respondents:  
See themselves
· Open, responsive
· Industry representatives have impact
Sees industry:
· Does not understand government decision-making
· Proposals do not respond to needs of public/government beyond self interest
· Corporate respondents
See themselves
- believe they understand how government works;
- believe their proposals are balanced;
See industry:
· do not believe they are adequately consulted; 
· do not believe their representations have real impact on government decisions

How can this difference be explained?
W.T. Stanbury
· Canadian professor
· Research focus on the government reputation on ..

Business-Government Relations – Paradigm
· W.T. Stanbury
· Factors affecting business
· Nature of relations between business and its primary stakeholders
· Extent of government intervention in the sector
· The degree to which government actions determine success or failure
· Characteristics of members in the business group 
· The perceptions of the public
· Factors affecting government
· Size of government’s majority
· Regional distribution of seats in the legislature/parliament–Quebec is the place to get extra seats
· Actions of other governments
· Behavior of the media –U may lose the people with bad image in public
· Legal and constitutional allocation of powers between different levels of government
· Action of opposition parties
· Public opinions, attitudes and perceptions

Stanbury’s Framework:
· Two worlds –business and government
· Different variables/processes/factors
· They clash in the “Policy Arena”
· Business “lobbying” Government
· Government “regulating” Business
· Portrait of business facing off against government, strategizing to shape outcomes according to their preferences and priorities.
· Each sector always attempting to protect and further its own interests – confrontational model

The results?
· Business is different from government
· Business and government are influenced by different factors
· Public policy results from a series of processes and influences
· Expecting each segment to fully understand the other is perhaps ambitious (but reasonable to expect each segment to BETTER understand each other)

Business dealing with government – fundamental errors
-	Dealing only with the politicians
-	Approaching the government at the wrong time
-	Wading in on an issue too late
-	Assuming influence is directly proportional to company size
-	Using an unprepared, disorganized and uncoordinated approach
-	Reacting to government on an issue-by-issue basis

Lobbying: An activity, directed at public office holders, carried out for compensation on behalf of special interests to influence public policy outcomes

On December 12, 2006 the federal accountability act received royal assent
Among the changes that this act makes to federal statutes are several relating to the lobbyists registration act (LRA)

Consultant lobbyists: consultants who are paid to lobby on behalf of clients
They may be 
· consultants in public relations or in marketing;
In house lobbyists (corporations or organizations) :these are salaried employees of either corporations or non-profit organizations who lobby on behalf of their employer.
· 7483registered lobbyists over 5000 are active

What should lobbyist do?
-  Be formed of emerging legislation that could affect their clients or organization
-  be knowledgeable of the position of key players on the issue
-  be credible with good contacts
-  understand the issue from several perspectives
-  understand the public policy process
-  Prepare the client to lobby- not lobby for the client

Direct lobbying occurs through
-  formal and informal meetings
-  submission of briefs and policy papers
-  appearance before parliamentary committees
-  telephone calls/ written mail
-  e-mail, petitions, alliance and coalition building

Indirect lobbying 
· advocacy advertising: paid, public message using conventional medium providing a 

point of view on a particular issue
-  funding think tanks: group of experts researching and advising on issues
Strategy
-  Frame the issue
-  position the issue in the sector
-  whom to lobby
-  which lobbying approach
-  how long
-  resources: people organizations collaborators money
-  contingency plan: what is plan B in the event of a sudden change in policy direction, minister, bureaucrats
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Government’s Influence and Civil Society’s Influence

Government’s Influence on Business
· Regulation – imposition of constraints, backed by the authority of government, intended to modify economic behaviour in the private sector significantly.
· Regulation:
· Protect and advance public interest
· Promote a fair and competitive market economy
· Make decisions based on the best available knowledge
· Create regulation that is accessible, understandable and responsive
· Advance the efficiency and effectiveness of regulation
· Require timeliness and minimal duplication
· Types of regulation:
· Economic (to correct market imperfections)
· Social (to correct the adverse affects of business on people)
· Political (to garner votes)

Economic Regulation
· The national Monopoly
· Exists when one firm can supply the entire market demand at a lower cost than two or more firms
· Government would regulate such a market to ensure output was not deliberately restricted to bolster prices
· Externalities
· By-products of activities that affect the well-being of society not included in the market price
· Example: pollution
· Government must regulate to ensure companies are responsible for their externalities
· Public Goods
· Generate social benefit that everyone can enjoy
· Examples: national defense, health care
· Government provides these services to all Canadians

Social Regulation
· Focuses on firm’s impacts on people as employees, consumers, and citizens
· Addressing business practices in all industries
· Examples employment equity regulations, occupation health and safety regulation

Political Regulation
· For votes but also:
· To appear as a leader in a matter of public policy
· In response to pressure from interest groups
· In response o pressure from the media


Other forms of influence
· Government ownership
· Through crown corporations
· Government subsidies
· Either direct transfer of cash or indirect through benefits
· Tax policy
· Encourage investments, deductibility of business operating expenses
· Government procurement
· Purchasing of goods and services
· International trade
· Decreasing trade barriers

Government’s influence on civil society
· Direct funding
· Tax policy
· Knowledge transfer 
· Alternative service delivery mechanisms
· Contracts

Three main objectives
· Inspire 
· Inform
· Persuade

Drivers of the importance of civil society
· Canadian population introducing new demands that fall outside the purview of government or business ( to improve)
· Technology enables civil society to being instantaneous attention to its causes and issues (to inspire; to inform)
· Stakeholders expect business and government to engage with civil society (to improve)
· Complexity of civil society issues ( to improve; to inspire; to inform)

Civil society
· Publishing (print; on-line)
· Social network participation
· Lobbying (direct; indirect; advocacy)
· Media campaigns
· Demonstrations and protests

Supportive
· Neutral broker between government and business
· Supplier of knowledge and skills
· Source of workers
· Intimate knowledge of community 
· Awareness building/ Distributor of information 
· Building image and buffering media
· Point of entry for citizens to engage in policy debates

What we want to accomplish
· An understanding that our environment encourages collaboration
· That there are two prominent examples of collaboration that exist

Public private partnership
· A contractual agreement between private and public partner
· Combine the constitutional obligation of government with the economic acumen of business to create social value

Government of Canada 
1)	Has crown crop designed to assist in creation of P3s
2)	Public private partnership fund
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Final exam: MNT 202 - April 20, 2011
Collaboration: The Key Success Ingredient
What we want to accomplish
· An understanding that our environment encourages collaboration
· That there are two prominent examples of collaboration that exist
· Public private partnerships (P3s)
· Clusters 

Canada is a cognitive economy…
· Implies a dynamic process of extracting information….
· Blah blah…

Public-Private Partnerships (P3s)
· A contractual agreement between private and public partner
· Combine the constitutional obligation (duty) of government with the economic acumen of business to create social value
· Government of Canada
· Has crown Corp. designed to assist in creation of P3s
· Public-Private partnership fund

P3 Drivers
· Social issues increasing in complexity
· Increased pressure for public sector to use taxpayers’ money with increased scrutiny
· Significant investment required for building new, and upgrading existing infrastructure
· Changing demographics and changing lifestyle catalyzing the need for new approaches to service delivery
· Need to innovate requires a blend of both private sector and public sector

Some Types of Public-Private Partnerships
· Build-operate-Transfer: private partner builds a facility, operates it under contract for a specified period -- Public
· Build-own-Operate: private partner builds and operates a facility in perpetuity -- Private
· Buy-build-operate: private partner buys an existing facility to rehabilitate or expand -- Private
· Contract services: a contract is given to the private partner to provide or maintain a specific service – Public
· Developer finance: private partner finances the construction of a public facility in exchange for the right to build residential housing, commercial stores etc. at the site. – Public

What are clusters? [In exam: one of the definitions below]
· A cluster is a geographically proximate group of interconnected companies and associated institutions in a particular field, linked by commonalities and complementarities” (Michael Porter, ”ON Competition,”)
· Clusters are sets of competing and complementary industries and firms that are linked together by formal and informal relationships

Clusters, Knowledge and Innovation
-	Clusters produce and apply knowledge to innovate
-	Innovation adds economic and social value
-	Where does this knowledge come from?

Quality economic foundations:
Top: human resources
Middle: R&D, financial capital
Bottom: physical infra-structure, business climate, quality of life
**New people and ideas draw to the region above, and capital drawn into the region above. New companies and industries formed and new firms attached into the
Competitive Clusters (combine and fix the factors above together)

The Vital Cycle
· The vital cycle is about:
· Competitive clusters and supportive quality economic foundations
· Shared innovations and rapid learning
· Civic entrepreneurs and social capital
· Leaders and stakeholders forming alliances and partnerships, accepting a multi-stakeholder governance paradigm

Effect of Clusters on Competition
Michael Porter:
-	Clusters increase the productivity of companies based in the area

The life cycle of clusters
· Early stage Clusters
· Primary activity and emphasis is the creation and diffusion of knowledge
· No critical mass of firms in the cluster
· Firms and organizations present are typically research or knowledge-based
· Relationships mostly informal – members brought together by shared interest in a particular field (in 1980s, all of these will go into positive direction)
· Growth stage Clusters
· Characterized by the transformation of knowledge into products and processes
· A rapidly increasing number of companies and employees
· Attraction of international recognition
· Attraction of rival international firms as exports grow
· The primary shared purpose within the cluster focuses on the market and commercialization
· Mature-Stage Clusters
· Decline in the rate of introduction of new firms
· Increased consolidation
· Slowing in the rate of employment growth
· Shared interest centres on economic success
· Decline-Stage Clusters
· Demonstrate a reduction in employment and in the number of firms
· Occurs as markets shirt away form either the products of the cluster or as alternative sites become more attractive
· Market opportunities
· Lower costs
· Social capital
· Renewal-Stage Clusters
· Renewal can occur through stimulating emerging technological areas that can
· Build on the capabilities of the cluster
· License new technology
· Form alliances with other clusters
· Successful clusters attract:
· Top talent
· Top firms
· New investment

Shallow River Summary [One of the cases appears in exam, another is online, different topic]
· Upscale community with roots in agriculture
· In 1980’s developed 3techonology research centres (funded by P3)
· In 1990’s university created that produced top talent and research
· In 2001, potential to develop chip manufacturer and airport
· On the latter, there are 
 Questions:
1. Describe the nature of the necessary “collaborations” between each segment of the Canadian domestic macroenvironment. (A farming community, run by dedicated stakeholders comprised of representatives from local government, civil society and the business community)
2. How might a public-private partnership assist (help) in the implementation of the plan for the silicon chip manufacturing facility and which version of P3 might be the most appropriate? (build-operate-transfer and build-own-operate;)
3. Does Shallow River house a cluster? (What is cluster? How to create a cluster? Cluster info. above)



Globalization and Multiculturalism
Agenda
· Understanding globalization
· Drivers
· Good or bad
· Impact on business, government, and society
· Understanding culture
· Characteristics
· Impact on business, government, and society


Definition:
The merging of previously domestic spaces and issues into one multifaceted and interconnected global village

Globalization
· Term to describe the growing interdependence of people with regard to societal influence, economies, and culture exchanges
· Refers to the increasing economic integration and interdependence of countries (know why economic integration is import, like Japan, Libya -- in exam)
· A global movement to increase flow of goods, services, people, real capital, and money across national borders (example of oranges talked before)

Key drivers: Market, cost, competition, government, and technology
· Market:
· New markets
· Strategic alliances (union) 
· Demand for products
· Cost:
· Source of inexpensive labor
· Cheaper row materials
· New sources of capital
· Competition:
· Competition producing similar goods of equal or better quality at lower cost
· Competition can come from anywhere
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Key Drivers in Globalization (con’d)
· Government:
· Trade liberalization policies 
· Industry deregulation (unusual)
· Privatization
· Participation in globalization institutions
· Technology
· Advances in information and communication technologies facilitate:
· Coordination of business activities from anywhere 
· Cross-border banking
· Homogenization of many enabling technologies

Globalization can create “new” issues for Business
· Damage to environment
· Support for oppressive regimes
· Criticism of marketing practices (e.g., tobacco-limited, pharmaceutical-make medicine)
· Arms trade
· Treatment employees (e.g., sweatshops)
· Corruption and bribery

Globalization: Good or Bad?
There is considerable debate over whether globalization is good or bad.
What make globalization Good?
Cheaper price for items, closer relationship, etc… 
Arguments FOR globalization (Good):
· Increases economic growth rate, prosperity and opportunity for all participants
· Increase civil liberties and reduces inequalities (trying to provide equalities)
· Leads to lower prices, higher employment and better standards of living
· Rising standards
· Limits on international behavior (might hit some basic level on human rights)
Arguments AGAINST globalization (Bad):
· Increases the wealth of giant corporations and leaves developing countries poorer
· Harms the environment
· Neuters government’s ability to govern
· Homogenizes cultures
· Fuels income inequality between nations
· Causes problems that cannot be resolved by single nations
· Globalization institutions run by developed countries
Globalizations impact
· On Business
· Need to take into account different customs, laws, cultures, and governments
· Provides more markets but also more competition
· Complicates governance
· Difficult to enforce infringements on intangible assets
· ON Government – up transparency of government
· Perceptions of loss of ability to govern
· Changes in industrial policy and the instruments available
· Changes in tax base and fiscal policies
· Greater transparency in the activities of government
· Increased number of stakeholders
· On Civil Society
· More available and accessible information
· Larger receptive audience
· Greater capacity to raise public awareness
· New sources of resources
· Greater network capacity

Institutions of Globalization
· World Trade Organization – a forum for negotiating and implementing global free trade agreements (150member countries)
· Organization for Economic Cooperation and Development – promote economic globalization (membership form world’s largest economies)
· World Bank Group -- Loans money to governments for structural adjustment and policy, and to private businesses for infrastructure and similar initiatives
· International Labor Organization -- Responsible for workers’ rights and work and employment-related issues
· United Nations Environment Program -- UN body responsible for environmental protection
· United Nations Commission on Human Rights -- UN body for the promotion and protection of human rights worldwide

Culture
· Definition: A set of shared norms and values that together form a sense of identity
· Is learned
· Forms the basis for interpretation
· Involves diversity
· Is a fact of life in the global village
· Exerts a powerful influence
· Is essential to understand

Cultural dimensions: Hofstede
· Power distance
· The acceptance that power is distributed unequally
· Individualism – more concerned about themselves (e.g., China)
· I vs. WE
· Masculinity 
· Assertiveness and competitiveness vs. modesty, caring and neutering 
· Uncertainty Avoidance (e.g., German)
· How well the unknown is tolerated
· Long-Term Orientation
· The extent of patience and perseverance


ADM1301 in review
This course is designed to:
· Look at the complex business macroenvironment 
· Analyze how business, government, and society interact
· Appreciate challenges of each sector, including ethics, social responsibility, and globalization

Exam Review (place: MNT 202)
· Emphasis will be:
· On the slides, but be aware of textbook chapters (5,6,7,8,10,15)
· On material covered AFTER the mid-term (from “ethics” onward)
· Three hours/three sections
· Short answer (50 marks) – complete ANY FIVE of seven questions
· In-Class videos and Discussion Pieces (25 marks) 
– Video: nike, Mcdonald, savoir, corruption from Mccain, duck oilscrd, target in CA article, collaboration in Quebec. 
– Topic: social, civil society influence, government, CSR (responsibility), business influence, Stan barrier, lobbies, direct and indirect techniques. Government influence, regulation, globalization, culture, collaboration P3, segment, etc.. 
· Multiple choice, True/False some based on a case study (provided in class) (25 marks)
There will be a logic flow from part A to part C
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