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MBAMGT 660PRIVATE 

Business & Its Environment

Spring 2006
Instructor: Prof. Goldsmith 
Sec. 1

Office: M/5/256
Meetings: TU, 18:00-20:45

Office hours: TUTH 9:00-10:00, TH 17:00-18:00
Room: M02-214  

E-mail: arthur.goldsmith@umb.edu
Course ID: 8319

Password: Goodbye
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I. Course materials

a) Readings. These are available free, either from the Healey Library e-journals portal (HL) or by searching the World Wide Web (WWW). You can read the weekly assignments on-line or print them out.
b) Cases. Purchase and download from Harvard Business Online: http://www.hbsp.com/relay.jhtml?name=cp&c=c93144.
c) Video transcripts: We will see several videos during the semester. You should take careful notes on them. The transcripts of several are available on-line if you want to review them.
II. Course background

Political, economic, social and technological forces are ever-present in our lives and affect all organizations. While other MBA courses examine these external factors in passing, in this course they are the focus of attention.
We will examine the business environment through the lens of organizational stakeholders. Stakeholders are internal and external groups with an interest, or “stake” in the success or failure of a business or other organization. The most important stakeholders are those with potential power to significantly harm or help the organization. They may include workers and shareholders, on the inside, and consumers, government regulators, community leaders and advocacy groups on the outside of the organization. 
Organizations have compulsory legal and voluntary ethical obligations to stakeholders. For their part, stakeholders assert a wide array of claims on organizations—some legitimate, some less so, and many of which are in conflict with one another. These claims may hold back organizations or create opportunities for them to prosper. MBAMGT 660 explores the management challenges of conciliating, surmounting or balancing rival stakeholder demands.
III. Learning Objectives

1. Develop your awareness of changing social, ethical, technical, legal, regulatory and political factors as they interact and affect private organizations. 

2. Examine the interaction between companies and different constituencies in the development of organization policies and management strategy. 

3. Develop your proficiency in stakeholder analysis and PEST analysis. (PEST is an acronym for the political, economic, social and technological factors of the external macro-environment.) 

4. Build your capacity to listen and communicate accurately and precisely, both orally and written.

5. Improve your skills in group work, research and presentations.
IV. Course Format

MGT 660 combines lectures and class discussion of text and cases, with student presentations at the end of the term. The lectures will review important points from the week’s reading assignment. Each case is designed to highlight one or more themes from that week’s background reading. A case is a description of actual administrative situations normally written from the viewpoint of the responsible actors in involved. We use this classroom technique extensively in the MBA program to bridge the gap between the classroom and the reality of management. Sometimes we will do this as a large group; other times we will break up into smaller groups that will report back to the class as a whole.
Class communication: I will post important information about the class through the Prometheus system: http://www.boston.umassonline.net/. You should check this site and your e-mail regularly for information on the course.
There are five main course requirements:
1. Reading. All students are expected to complete the reading and case assignment before class.

2. Class participation. The class sessions will include discussion of the text and a case. A case discussion can be likened to a real management meeting. The goal of the case method is to encourage students to learn from each other, and to practice how to communicate clearly and persuasively. Students should be prepared every class session to contribute productively to the case analysis. There will be cold-calling in this course. (If you must miss class due to a work conflict, please inform me in advance. It is not possible to makeup a missed class.)
3. Case write-ups. You will prepare two 5-page case analyses. You may choose any of the cases we read during the semester. These are individual reports, but you may arrange a study group regarding the cases. I encourage you to read and edit each other’s work, as long as the initial writing is done alone.

4. Team research project. Each team will prepare a written report and present its findings to the class. The oral reports should take about 20 minutes in total. The presentation should be as professional as you can make it. Visual aids (slides, overheads, etc.) are obligatory. You will be judged on both the content of the presentation/report and on its form. Section VII below contains further details about the group project.
5. Examinations. There is a final exam. It will be open book. The exam will cover the cases and class presentations. There will be a mix of short-answer and essay questions.
V. Evaluation

	First written case
	20

	Second written case
	20

	Team assignment: 
	Oral presentation
	10

	
	Written report
	20

	Case discussion
	10

	Exam
	20

	  Total
	100%


Writing: Written assignments must be submitted in hard-copy format. Use 12-point font and 1 inch margins. Staple the papers in the upper left-hand side (no paper clips or plastic folders, please). I cannot accept electronic submissions except with prior permission. Case write-ups are due at the beginning of class on the respective dates—no exceptions (this is to assure your analysis does not reflect the class consensus).
Each of the two case write-ups will be graded on a 20-point scale using the following standards:

18-20   Work is of definitely superior quality. It shows that the student has a complete grasp of the material and there are no omissions or errors.

14-17    Work is of good quality. It shows that the student has grasped most of the key points, but there may be some minor omissions or errors.

10-13   Work is of average quality. It shows that the student has grasped many of the key points, but there are some important omissions or errors.

8-9   Work is of poor quality. It shows that the student has grasped only some of the key points and there are numerous important omissions or errors.

6    Work is of unacceptable quality. It shows that the student has failed to grasp the key points.

0    Assignment not turned in.
You may not rewrite a case analysis for a higher grade. You may, however, submit an additional case analysis to replace an earlier one where your performance was below par. (See Section VI for more information on how to analyze a case.)
Documentation of academic work. Plagiarism is the act of representing the work of another as your own and may consist of copying, paraphrasing, or otherwise using written or oral work of another without proper acknowledgment of the source. This includes presenting written material prepared by another as your work. Plagiarism is not tolerated in the College of Management. See the MBA Code of Conduct: http://www. management.umb.edu/master/master_conduct.php. If you have any questions about what constitutes plagiarism or how to use proper citation or paraphrasing, ask me. 
Discussion: A strong class contribution is more than showing up for class or claiming “air time” once the class starts. It involves asking insightful questions or challenging the case. It is also important to build on the contributions of others, which means attentive listening. Contribution grades will be assessed on a three-step scale: (a) nothing said or little contribution (0-4 points), (b) thoughtful comments or analysis offered (5-7 points), (c) insightful comments that help class understand material (8-10 points).
VI. Guidelines for Case Analysis:

You may have already examined management cases, for example in MBAMGT 650 or other courses. We will follow the same generic approach, e.g., identify, analyze and recommend. In preparing the cases for our class discussion, however, try to emphasize the following:
· Identify predicaments and problems (this is the first step in all case analysis; in this course, special consideration should be given to PEST analysis, that is, to important political, economic, social, and technological developments).
· Quantify these problems as much as possible (known as “running the numbers” in MBA-speak). What are the probabilities? How much will they cost the firm? What is their rank order?
· Do a stakeholder analysis. What are the major groups affected by your decision and how can they influence the outcome?
· Specify the criteria you are going to use to evaluate your options (Long-term or short-term corporate profits? Fairness regardless of profit? Personal survival? Staying out of trouble? Something else?).
· Propose a course of action to resolve the problem. Be practical and concrete; your classmates are smart and will quickly challenge and reject fuzzy suggestions. But don’t be afraid to brainstorm and try out unconventional ideas.
Do not do additional research on the topic presented in the case. Assume all the information available to make a decision is in the case itself and the reading assignment. For more ideas on case analysis, see the college website: http://www.management.umb.edu/ master/master_framework.php.
For the two written cases, take the role of a consultant, analyst or decisionmaker mentioned in the case study, and prepare 5-page (not counting any exhibits or tables), doubled-spaced action memos. (This corresponds to “Option D” in the UMB Framework for Case Analysis.) It is particularly important that you make recommendations and identify the courses of action needed to carry out the best solution—given the information available in the case. Pay particular attention to the interaction of political, economic, social and technological factors.
I encourage you to include exhibits of your own composition (not just copied from the case). Possible contents include identifying the strengths and weaknesses of two or more possible courses of management action, detailed quantitative analysis (e.g., financial concerns, business forecasts or location analysis), or combining case information in a new way that gives fresh insight into the situation. 
Don’t simply list PEST issues or stakeholders without assigning them some weight or priority. Remember case analysis involves both separating the parts of the problem for individual study and studying how those parts fit together and affect each other. You cannot make realistic recommendation without understanding and describing these interdependencies.
VII. Team assignment

The business news recently has been dominated by high-profile trials of former executives of failed companies and by investigation of well-known mutual funds and brokerage houses. A Financial Times investigation has found that the top management of the 25 biggest recent U.S. corporate collapses amassed $3.3bn from share sales, payoffs and other rewards! Are these scandals systemic or isolated incidents of a few “bad apples?” If they are systemic, how could similar problems be avoided in the future?
The team assignment this year is to research one of the following:

a) a company that had a recent major accounting or corporate governance scandal, for example Adelphia, Enron, Dynengy, Global Crossing, Halliburton, HealthSouth, Merck, Phar-Mor Inc, Qwest, Reliant Energy, Tyco, Xerox, or WorldCom. (You may also choose a foreign-based company, such as Italy’s Parmalat or Holland’s Royal Ahold)

b)  a financial services company that had a recent fraud or abuse scandal, such as Alliance Capital Management, Charles Schwab, Credit Suisse First Boston, Marsh & McLennan, Merrill Lynch, J.P. Morgan Chase or Putnam Investments
c) Any management scandal that interests you.

Each team will conduct a PEST analysis and a stakeholder analysis of the company or firm. The objective is to determine what exactly went awry, and explain what changes, if any, in company policy and in government regulation and enforcement are needed to stop these specific problems from recurring in other companies. About one-third the team’s report should deal with the company’s missteps, about one-third should catalogue the harm to stakeholders, and about one-third should propose solutions.
To complete this assignment, each student will join two other students during the first class and select a spokesperson. (This should produce 12 3-person teams, according to the pre-registration roster.) As a group, you will choose the company to study. Let me know your choice by e-mail no later than January 31. Companies will be assigned on a first-come, first-served basis, so have one or two backups. To facilitate this assignment, part of class sessions on February 28 and April 11 will be devoted to consulting between the teams and me. 
Be prepared to give a 15-minute presentation (plus an additional 5 minute Q&A). You must include visual aids (based on PowerPoint or some similar program). A good rule of thumb is to change slides about once per minute. Do not try to include too much information on each one. Rehearse your presentation so you don’t go over the time limit! 
The written project should be 15 to 20 pages long, not including exhibits. Use citations as necessary (author/date system) and do not to exceed the page limit. (See http://www.management.umb.edu/master/master_style.php for details on the style format.) You may wish to use some of your slides as a table, graph, or other exhibit, but do not simply reprocess the PowerPoint presentation.
There will be three projects presented per class, starting April 18 and continuing for four weeks through the end of the semester. All the written projects are due at the time of the oral presentation. I will determine the order in which the presentations will take place (subject to negotiation). 
To get started on the research, you will certainly want to use the Healey Library, especially its electronic databases. Particularly useful will be Business Source Premier, LexisNexis Academic, and Expanded Academic ASAP. These are accessible on campus or from remote sites: http://www.lib.umb.edu/databases/ db_browse_subject.cfm.
The Internet is also a valuable resource. Seek out the website of the corporation you have picked and of relevant business and professional associations, such as the American Institute of Certified Public Accountants (http://www.aicpa.org). For a critical point of view by external stakeholders, try consumer or good government organizations such as Corporate Watch (http://www.corpwatch.org), Corporate Social Responsibility Newswire (http://www.csrwire.com), Center for Responsive Politics (http:// www.crp.org), Center for Public Integrity (http:// www.publicintegrity.org/ dtaweb/home.asp), Common Cause (http:// www.commoncause.org), or the Ralph Nader group Congress Watch (http:// www.citizen.org). You should also check out conservative and libertarian think tanks, such as the Cato Institute (http://www.cato.org/), Heritage Foundation (http://www.heritage.org/) the American Enterprise Institute (http:// www.aei.org/) or the Reason Foundation (http://www.reason.org/). Be aware that all these stakeholders have particular biases, so treat the information you get skeptically until it is verified by other sources.
Everyone is responsible for contributing to the oral presentation. The collective effort must be presented as a single piece. Watch for inconsistencies and repetition that may creep into the paper. Make sure everyone is happy with what you have said.
Evaluation: I will assume that all members of the group have contributed equally to the project, and you will be graded accordingly. However, team members will also have the opportunity on the last day of class to rate each other (including themselves) on their performance and contribution. I will keep these peer evaluations confidential. The information will be taken into account in the grading. Groups also have the power to “fire” a non-performing member, who will then have to present an individual report. The team spokesperson is responsible for keeping me informed of any such problem that develops. 
Regarding the oral presentation, the following criteria will be utilized in determining your grade:
• Did the presentation show evidence of thorough research?

• Was the presentation well organized and professionally presented?

• Did they stick to the time limit?

• Were the visual aids clear and useful?

• Did the team catch the audience’s interest?

• Did the audience learn as much as it expected about the public policy implications of the case?

• Were the audience’s questions handled well?
For your additional information, the class will be asked to evaluate your performance according to the criteria, listed above. These quantitative evaluations will be summarized and made available to the team at the end of the semester. They will not influence the grade on your presentation, however. They are for your information only.
VIII. Schedule
Class 1: January 24: Introduction

Class 2: January 31: Stakeholder and PEST analysis

Case: Merck & Co., Inc (A)

Read: Benjamin L. Crosby, “Stakeholder Analysis: A Vital Tool for Strategic Managers,” USAID/IPC Technical Note #2 (March 1991). WWW
James Manktelow, “PEST Analysis Understanding ‘Big Picture’ Forces of Change, Mindtools, n.d. WWW 
Prepare: 

1. Do a stakeholder analysis for the decision to invest in the new drug for river blindness.

2. Do a PEST analysis of the situation. What are Merck’s social responsibilities? What are the limits to those responsibilities?
3. What should Merck do? What are the risks and possible rewards of that course of action?
4. What should Merck tell a shareholder who might complain about a decision to invest in research on river blindness?

Class 3: February 7: Obnoxious markets and other market failures

Case: Forever: De Beers and U.S. Antitrust Law 

Read:
Ravi Kanbur, “On Obnoxious Markets,” Cornell University (July 2001). WWW

Andrew J. Grant and Ian Taylor, “Global governance and conflict diamonds: the Kimberley Process and the quest for clean gems,” The Round Table, Vol. 375 (July 2004), 385 – 401. HL
Prepare: 

1.
Who writes the rules of the international diamond market? How are they enforced?

2.
How has de Beers structured its relationship with U.S. diamond dealers and the U.S. government? Are these relationships sustainable?

3.
What should the U.S. government do about the flow of diamonds from Congo, Sierra Leone and Angola? What should de Beers do?

Class 4: February 14: Corporate social responsibility

Case: Life, Death, and Property Rights: The Pharmaceutical Industry Faces AIDS in Africa
Read: “The Good Company: A Survey of Corporate Social Responsibility,” in The Economist, January 22, 2005 (see also the editorial on corporate social responsibility in the same issue). HL
Milton Friedman, “The Social Responsibility of Business is to Increase its Profits,” The New York Times Magazine (September 13, 1970). Available at http://www.colorado.edu/studentgroups/libertarians /issues/friedman-soc-resp-business.html.

Jeffrey Hollender, “What Matters Most: Corporate Values and Social Responsibility,” California Management Review (Summer 2004). HL

The Brookings Institution, “Corporate Social Responsibility and Government: Creating a Market for Virtue” (November 2, 2005). WWW
Prepare: 

1.
What does the concept of “corporate social responsibility” suggest that the pharmaceutical industry should do with regard to the pricing and availability of AIDS drugs? Explain.

2.
Is HAART therapy a “public good” in the sense that a political economist would use the term? If not, how would you classify this treatment?

3.
What are the social costs and social benefits of protecting intellectual property rights, as revealed specifically in this case?
Class 5: February 21: Dealing with the community
Case: The Poletown Dilemma
Read: Bruce Fein, “Eminent Domain, Eminent Nonsense,” Washington Times, October 12, 2004. WWW

Charles Lane, “Justices Affirm Property Seizures,” Washington Post, June 24, 2005. WWW
Prepare: 

1.
From the perspective of the GM executive management, what are the key issues in this situation?

2.
What are the economic factors involved in the site selection? Who else has a stake in the decision?
3.
Who has the power in the decision process? What site will be chosen?
Class 6: February 28: Dealing with shareholders
Case: Al Dunlap at Sunbeam
Read: Harvey Coustan, et al, “Sarbanes-Oxley: What It Means to the Marketplace,” AICPA, n.d. WWW

Wharton School of the University of Pennsylvania, “Has Sarbanes-Oxley Made a Dent in Corporate America's Armor?” (September 3, 2003). WWW
Prepare: 

1.
Consider Dunlap’s statement on page 3 of the case about stakeholders. Do you agree with his view of shareholder primacy?

2.
Describe the compensation packages offered to Dunlap. Were they well designed? Were they excessive?

3.
Did the Board make the right decision in firing Dunlap? Is this an example of effective corporate governance?

Class 7: March 7: Dealing with suppliers
Case: Levi Strauss & Co. Global Sourcing Guidelines
Read: 
Pankaj Ghemawat, “Distance Still Matters: The Hard Reality of Global Expansion,” Harvard Business Review (September 2001). HL

Look at the websites of Transparency International, Freedom House and the Fraser Institute for indexes on China’s political and economic policy performance. WWW
Prepare: 

1.
Put yourself in the shoes of the China Policy Group. Do a careful PEST analysis. What decision would you make?

2.
Compare the principled reasoning approach to a stakeholder approach. How do they overlap?

March 14: SPRING BREAK
Class 8: March 21: Dealing with policymakers
Case: Chiquita Brands International (A)

Read: American League of Lobbyists, “Code of Ethics,” February 28, 2000. WWW

Business for Social Responsibility, “Issue Brief: Political Contributions,” n.d. WWW

WGBH, “So You Want to Buy a President? A Citizen’s Guide: Glossary,” n.d. WWW
Prepare: 

1.
What role has politics played in the history of Chiquita Brands, and its predecessor, the United Fruit Company?

2.
What role has protectionism played in the global banana market? Is this role defensible?

3.
What should Linder do about the EU’s banana policy?

Class 9: March 28: Dealing with citizens
Case: Proposition 11 (Handout)
Read: Arthur A. Goldsmith, “US Experience With Direct Democracy,” United Nations (2004). WWW 


Prepare: 

1. Why is Proposition 11 doing so well in opinion polls?

2.
What should Union Electric do regarding the “No on 11” campaign? Why?
April 4: No class
Class 10: April 11: Dealing with employees (1)
Case: Staffing of Wal-Mart Stores, Inc. (A)
Read: 
Amy Tsao, “The Two Faces of Wal-Mart,” Business Week, January 28, 2004. WWW

Michael Barbaro, “Was Wal-Mart's Anti-Union Image Used as a Shield?” New York Times, January 9, 2006. WWW
Prepare: 
1. 
Does Wal-Mart have a gender equity problem?

2. 
What is the nature of that problem?

3. 
What, if anything, should Wal-Mart do about it? 
Class 11: April 18: Dealing with employees (2)
Case: Kathryn McNeil (A)
Read: Dana Muir, “Employment Law from a Manager’s Perspective” (2003). WWW

Smartagreements.com, “Employment at Will,” n.d. WWW
Prepare: 
1.
What does Kathryn McNeil owe Sayer MicroWorld?

2.
What does the company owe her?

3.
What are Charles Foley’s options?  Which would you choose?
Class 12: April 25: Dealing with regulators and courts
Case: Union Carbide’s Bhopal Plant (A)
Read: American Chemistry Council, “Responsible Care Initiative,” n.d. WWW
Prepare: 
1.
Is Union Carbide responsible for what happened at Bhopal?

2.
Was the judgment handed down by the U.S. Court of Appeals appropriate? Why?

3.
What lessons might other companies learn from the disaster at Bhopal?
Class 13: May 2: Dealing with environmentalism
Case: Patagonia
Read: Samar Farah, “The Thin Green Line,” CMO (December 2005). WWW
Prepare: 

1.
Is Patagonia’s strategy successful? How important is environmental positioning?

2.
Are they a role model for other firms?

3.
What threats do they face? How should they grow? What should Chouinard do?

Class 14: May 9

Case: Habitat for Humanity International: Brand Valuation
Read: Marya N. Cotton and Gail A. Lasprogata, “Contemplating ‘Enterprise’: The Business and Legal Challenges of Social Entrepreneurship,” American Business Law Journal, Vol. 41 (2003). HL
Prepare: 
1. What are the strengths of Habitat for Humanity International?
2. What strategic challenges is HFHI facing?

3. Do you believe the $1.8 billion valuation? Is it too high? Low?

4. What are the benefits and risks of valuing a NGO like HFHI?
May 16: Final Exam
IX. About the instructor
Art Goldsmith is Professor of Management and Senior Fellow at the McCormack Graduate School of Policy Studies. Professor Goldsmith has also taught at Boston University, Cornell University, the University of Connecticut and Harvard University. In 2003, he was awarded the College of Management’s Betty Diener Faculty Award for Excellence in Teaching.

Professor Goldsmith is the author or co-author of three books and has published over fifty scholarly papers and book chapters. He is a former Fulbright Scholar, and the 2001 recipient of the College of Management’s Distinguished Scholarship Award. Last year he was on sabbatical leave as a senior research fellow at the JFK School of Government working on problems of governance and transparency.
A specialist on development management, institutional reform and comparative public administration, Professor Goldsmith has been a consultant to several international development agencies and consulting firms. His most recent assignments have been in Eastern Europe, working with the World Bank’s Foreign Investment Advisory Services in the Czech Republic, and with the Local Government Initiative in Bulgaria, on assignment with RTI International.
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