	Welcome to the guided example for the self-study problem from chapter 1 - cost management and strategy. 

The requirements in this self-study problem will be asking you to refer to Porter’s analysis of strategic competitive advantage and to also identify ethical issues.


	Which relates to the chapter learning objectives of
1. Explaining the different types of competitive strategies and
1. Understanding the principles and rules of professional ethics and explaining how to apply them


With this information in mind, let’s look at the facts in the case.

	The background information tells us that the founder of the company has focused on environmental consciousness in the manufacturer of sports and recreation wear.  Starting as a small shop in a single location, the owner was able to use strategic alliances with mail-order merchandisers and also make use of public relations to build awareness of the environmental consciousness of the firm. 

	Now in its sixth year of operations, we see a threat to the company appearing.  First, a key employee was overheard making negative comments about the quality of the firm's clothing.  Second, some rumors are spreading about the organizational claims related to its environmental consciousness. 

Frank, the company's CEO, is thinking about firing the employee and publicly denying association with the comments made and he is also considering defending the firm's environmental record.

	There are many issues that could be discussed related to this simple fact pattern, but we will focus on two specific requirements – 
The first requirement looks at the current competitive strategy being followed by the organization but also asks whether that strategy should continue or be changed going forward.  

The second requirement asks you to identify the ethical issues involved in this fact pattern and suggest how they may be resolved.  

We will address each now

	ENVIRO-WEAR’s strategy to this point is best described as one of differentiation, in which Frank has been able to succeed by differentiating his product as environmentally sound. This has appealed to a sufficient number of customers of sportswear, and ENVIRO-WEAR has grown accordingly. However, given the unfortunate jokes made by the sales manager and the rumors (which we are told are largely, but not completely, unfounded), the differentiation strategy may not continue to work because the jokes and the disclosure of discrepancies in the manufacturing methods could undermine the appeal of environmentally sound manufacturing. 


	Frank will have to work quickly to maintain differentiation, perhaps through a quick response that effectively shows the firm’s commitment to quality and environmental issues. Failing that, Frank should decide what change in strategy will be necessary for his firm to survive and continue to succeed. 

Frank could consider a new strategy, perhaps based on cost leadership.  No matter what new strategy Frank adopts, the strategy would bring Enviro Wear into competition with different types of firms, and the question for Frank would be whether his firm could successfully compete in that type of market.

	There are a number of ethical issues in the case, which are especially important to Frank as a CMA and a CPA because each certification comes with its own professional code of ethics. Frank should try to identify and understand the different options and the ethical aspects of the consequences of those options. 

For example, should Frank deny all charges against the company? Should he undertake an investigation to determine what his other sales managers think (do they have the same view as the offending sales manager)? Do the manufacturing processes of the firm really live up to the claimed quality and environmental standards? 

No matter what Frank decides to do, it seems the relevant ethical issue requires communicating unfavorable as well as favorable information and disclosing fully all relevant information that could reasonably be expected to influence a consumer’s understanding of the situation. To disguise or mislead consumers and others would be in conflict with the professional standards Frank is familiar with and bound to uphold.

	Also at issue is whether it is appropriate to fire the offending sales manager. Most would probably agree that the firing is appropriate, since the sales manager has publicly put himself at odds with the strategic goals of the firm. However, others might want to consider the consequences of the firing and its fairness to the employee.

	Through the completion of this self-study problem you have not only identified the current strategy of an organization, but also suggested possible changes in strategy due to changing conditions that affect the organization.

[bookmark: _GoBack]Additionally, you identified ethical issues associated with a particular situation and suggested possible ways to deal with these ethical issues.



