
Final Exam problems: Answer 4 of the following 8 questions; at least two must be from the first four. 

1. The following is excerpted from a story in The Wall Street Journal (Review & Outlook Section) March 17, 
2014: 

In late July 2012, officials from the Department of Labor's Wage and Hour Division visited Pan-American 
Berry Growers, B&G Ditchen and E&S Farms in Marion County, Oregon for spot inspections. Nothing out 
of the ordinary here. Labor enforces federal minimum-wage and child-labor laws and often conducts 
surprise investigations of farms, inspects payroll records and interviews workers. 

The Oregon growers didn't think they had reason to worry. Labor had never sanctioned them. They also 
kept good payroll records and paid workers per bushel picked. Paying minimum wage—at that time, 
$8.80—wasn't an issue because many workers, paid by the bushel, picked so many blueberries that they 
earned double that rate, or more.  

Yet the Labor Department's Wage and Hour division district director, Jeff Genkos, accused the growers 
of minimum-wage violations and declared the blueberries "hot goods" under the 1938 Fair Labor 
Standards Act. This charge is usually reserved for, say, T-shirts sewn by child laborers. The effect was to 
stop the fruit from being shipped to customers. He then ordered the growers to pay back wages and 
penalties and asked them to sign away any right to appeal the deal.  

This represented a huge change in Labor's traditional enforcement practices. Formerly, companies 
accused of hot-goods violations paid money into an escrow account until the case could be litigated. But 
Labor ordered the Oregon blueberry growers to pay the money directly into the government's coffers, 
with minimal evidence of the alleged violations.  

This put the growers in an impossible spot. Either they could collectively pay $240,435 or let millions of 
dollars' worth of berries rot. And they only had a day or two to make a decision. They did what any 
prudent employer would do: They paid the money, and the hot goods order was lifted.  

Over the next year, the owners tried to get access to the basis for Labor's calculations about their 
workplaces by filing Freedom of Information Act requests and rallying a bipartisan group of 
Congressmen to petition the department for more information. It turns out that Labor's bureaucrats had 
divined that the average worker could only pick around 60 pounds of blueberries an hour, some 30 
pounds below what workers usually pick. They then counted the number of workers employed and 
concluded the growers must have had workers employed off the books. 

Can you come up with a plausible explanation for why the US Department of Labor would conduct a raid 
in this way (e.g., timing, and commitment, etc.)?   Do so.   

 

2. The following appeared in the Toronto Sun yesterday (April 14, 2014) 

Sriracha sauce factory too hot for California town  (Reuters)  

LOS ANGELES - The small Southern California town of Irwindale has opened a new front in its battle 
against what it says is a pungent, tear-inducing odour from a chili processing factory owned by the 
makers of Sriracha-brand hot pepper sauce. 



The City Council voted 4-0 at a meeting on Wednesday night to authorize staff to prepare a resolution to 
declare the plant's peppery fumes a public nuisance, and giving Huy Fong Foods 90 days to remedy the 
situation. 

A fifth council member who lives within 500 feet of the plant abstained to avoid the appearance of a 
conflict of interest. 

The council is expected to vote on the resolution at its next hearing on April 23, according to a 
spokeswoman for the city manager's office who confirmed the vote. 

Huy Fong's red-coloured Sriracha Hot Chili Sauce, sold in clear squeeze bottles with a green cap and 
trademark rooster logo, is one the top-selling condiments in the United States. 

Celebrated as the ingredient of the year in 2010 by Bon Appetit magazine, the sauce has inspired 
cookbooks, a food festival, a movie documentary and even a potato chip flavour. 

Irwindale filed a lawsuit against Huy Fong last October saying the strong smell of peppers being crushed 
at the plant was causing headaches and irritating the eyes and throats of nearby residents, forcing some 
to remain indoors during the day. 

The lawsuit said the company had refused to take corrective action. Huy Fong Foods owner David Tran 
has said rooftop vent filters at the factory absorb about 90% of the chili and garlic odours. 

In November, a Los Angeles County Superior Court judge ordered the hot sauce maker to cease 
emissions of the fumes but declined to order the factory closed and was not specific about what Huy 
Fong should do to control the smell. 

The South Coast Air Quality Management District has performed tests at the facility but found no 
violation of air quality standards, said Sam Atwood, a spokesman for the regional agency said. 

The air district has suggested carbon filtration as a potential solution. The agency has received some 70 
citizen complaints about the plant since November, most from a "handful of households," Atwood said. 

The company said it was disappointed with the City Council action and would continue to work with the 
Air Quality Management District on the matter. 

"But at the end, we believe the city will do what they wish to do regardless," the company said. 

What are the underlying issues or problems in this situation?  If you were advising the courts in how to 
resolve this dispute, what might you suggest as a way to determine a solution that will adhere to the 
wealth maximization principle outlined in your textbook?  What practical problems might such a solution 
raise? 

 

3. Qdoba and Chipotle are both “Mexican fast food” restaurants that offer similar menu choices.  Why do 
you think that one (Qdoba) would find it advantageous to follow the franchise model and the other 
(Chipotle) has eschewed that business model?  Explain your rationale carefully and logically (NO ad-hoc 
reasoning) using the Rubin article as a basis for comparison.  Suggest you visit their corporate websites 
and see if that helps.  



 

4. Why would two “partners” like Laurel and Hardy (or any modern-day counterparts in the music and/or 
entertainment business) be unlikely to have a written contractual agreement that defines their business 
relationship? 

 
5. Question 1 on page 533 of your text 

 
6. Question 2 on pages 533-4 of your text 

 
7. Question 5 on page 534 of your text 

 
8. Question 8 on page 535 of your text, with the following change: instead of differentiating between for-

profit and not-for-profit hospitals, answer the question as it pertains to the difference between for-
profit colleges and universities versus not-for-profit colleges and universities. 

 


