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Supporting   Chapter 5:  Business in a Changing World. Ferrell et al, 8th ed.

LIST OF ASSIGNMENT COMPONENTS

1. Format of Delivery

a. Groups of five to six students

b. Instructor facilitated discussion followed by student group work and instructor coaching

2. Student Learning Objectives
a. Define business ethics and social responsibility and examine their importance in business.

b. Detect some of the ethical issues that may arise in business.

c. Specify how businesses can promote ethical behavior.

d. Evaluate the ethics of a business’s decisions.

3. Student resources needed
a. Textbook Business in a Changing World. Ferrell et al, 8th ed.   Chapter 2

b. Course Handout:  Ethics and Social Responsibility Case:   Angel’s Seaside Villa
c. PBL  Templates….either as a class handout workbook, and / or online in course Moodle Resources


4. Instructor resources needed
a. The TED  “Filter Bubble” online video http://www.ted.com/talks/view/lang///id/1091 
b. Active Classroom Resource Manual;    Online Learning Center from Textbook

c. Ethics and Social Responsibility Case Study Chapter 5:   Angel’s Seaside Villa
d. Guide to Teaching Business Ethics 

e. PBL  Templates:  compiled as a workbook packet for a class handout and / or access to templates online with the Moodle course site.
NOTE:  Capacity is needed to convert PDF forms to Word to use IMSA templates, or re-create the forms
5. Assessment Strategy
a. Work in process…………………….
Problem Statement

[image: image1.emf]Angels_Seaside_Villa _Case.doc


After reading the case study, we learn that the young couple Keith and Jaime Farnsworth  are considering the purchase Angel’s Seaside Villa, a popular and profitable restaurant in south Florida.  However, during the negotiations with the current owner, the Farnsworth’s learn there have been questionable practices relating to the past  Profit and Loss Statements and Cash Flow Reports for the business.  (Read the Case Study for the details). 
The couple is not sure what to do. What specifically do you recommend and why? What would you do if faced with a similar situation?   

How can we (as interested buyers) respond to this business opportunity and situation in such a way that preserves, maintains, and furthers appropriate business ethics? 
Problem Statement Continued
	
	Here’s what I think
	Here’ s what we (pairs) think
	Here’s what our group thinks

	Overall Task

Address questions from Problem Statement


	
	
	

	Factors to Consider

· Definitions or guidelines for:

· Business ethics

· Codes of ethics

· Corporate citizenship

· Ethical issues

· Role of Ethics in Business

· Recognizing Ethical Issues in Business


	
	
	


Form is adapted from Illinois Mathematics and Science Academy

Know / Need to Know Chart

	Know
	Need to Know
	Need to Do

	
	Examples:

Overall understanding of IRS reporting requirements for Profit and Loss statements

Characteristics of Business Relationships

Making decisions about ethical issues

Characteristics about Improving Ethical Behavior in Business, and what influences this

In the restaurant business, a “rule of thumb” for Cost of Goods (CGS) Sold as a percentage of Sales

Responsible and sensible decisions a business owners (or people in positions of power  e.g., business managers)

 
	


Form is adapted from Illinois Mathematics and Science Academy
Information Gathering Tool

(See IMSA  PBL Template ) 
_1394879762.doc


Ethics and Social Responsibility Case


Angel’s Seaside Villa


Angel Gomez, a native of Puerto Rico, is the owner/operator of a seasonal restaurant located adjacent to one of Florida’s famous east coast beach resort areas. 


Everybody loves Angel. He is a jovial, happy go lucky guy. Angel works seven days a week from Thanksgiving to Easter and is always on the floor of his establishment joking with customers and helping out wherever needed. Angel’s wife, four children and a few locals work the restaurant. Angel and his family go back to Puerto Rico shortly after Easter each year where they enjoy the island life with family and friends.


The restaurant appears to be a simple but successful operation. The menu consists of only beer and soda, pizza slices, hot dogs and chips. A 10-ounce beer sells for $4, sodas sell for $2, slices of pizza sell for $2.50, hot dogs sell for $3 and small bags of chips sell for $1. All drinks and food are served in and on plastic cups and paper plates. 


A small building houses a cafeteria-style food line, public restrooms and seating for about fifty. A spacious outdoor patio overlooks the beach and includes sun and shade seating for about two hundred.


With the exception of rainy days, a never-ending line of customers can be seen waiting for food and drinks from about 11:00 a.m. till dusk each and every day. Most prefer to eat and drink on site, where they joke around with Angel and enjoy the nice mix of rock-n-roll and island music that plays at all times. The customer base is a combination of tourists, seasonal residents, high school and college kids and locals.


Angel and his staff maintain a very clean establishment. The bathrooms are immaculate, trash is properly disposed of and never in sight and tables are constantly cleaned. The addition of palm trees and the warm and sunny Florida skies make for a very appealing and fun beachside hangout.


Angel’s four children, each of whom worked in the restaurant throughout their middle- and high-school years, have grown up—two have married, and all have begun to live their own lives and careers in assorted locations. As a result of that, Angel has decided to sell the business and retire permanently to his native Puerto Rico. The asking price for the business is $450,000.


Keith and Jaime Farnsworth, a young couple from the local area, are very interested in buying the business. As longtime local beachgoers and customers, they have been witness to the steady clientele, good food and great atmosphere that Angel has developed over the years. Both Keith and Jaime have experience in the restaurant business. Each has worked wait staff, kitchen and management positions in local establishments. They own a home nearby, have about $100,000 in savings, an excellent credit history and feel that it is their time to buy a business. 


The couple have met with Angel once or twice so far and have begun the formal negotiation process. They hired a professional building inspector who found the facility to be in good condition. They have conferred with local and state agencies to ensure that the current mode of operation, parking, beer license and so on will continue with no interruptions. A local surveying and engineering company confirmed that Angel has good title to the property and that all environmental specifications are in order.


At the advice of their local SBA counselor, who is assisting them with the building of their business plan, Keith and Jaime asked Angel for copies of his tax returns for the past three years. Angel’s mood turned cold and nervous at first. He paced around the room, muttering to himself in Spanish, and after some cool down time, reassurance and persistence from the couple, Angel agreed to meet the next day and to produce those documents.


Angel’s IRS Schedule C (profit and loss statement) forms for the past three years follow:


Angel’s Seaside Villa 2000-2002 Profit & Loss Statements (in 000’s)




2000


2001


2002

Sales

$255


$265


$280


CGS

  102


  106


  112


GM

$153


$159


$168


Expenses
  144


  148


  158


TI

$    9


$  11


$  10

Angel’s Seaside Villa—Balance Sheet as of December 31, 2002 (in 000’s)


Cash

$    2


A/P

$    1



A/R

      0


Notes Pay
      0



Inventory
      2



Land

$150


LTD

$  15



Building
    70





Equipment
    30


Owner

$238 





$254




$254


Angel’s uncharacteristic nervousness and sour mood resurfaced at the start of the next day’s meeting. This was fueled by the unexpected presence of a local college business professor. Sid Parker is an old family friend of Keith and Jaime. Sid agreed to take a look at the business and the financial statements, and to offer an opinion as to the desirability of the investment given the asking price and other conditions.


It didn’t take long for Angel to interpret Sid’s blank, open-mouthed expression as she looked over the financials. Angel then proceeded to huddle closely with his three visitors, and began by swearing them to secrecy with regard to what he was about to say. He even half-jokingly looked up Sid’s nose and asked if there was a tape recorder up there or if she was an IRS agent. Following everyone’s assurance of confidentiality, Angel proceeded as follows.


“Just between us, this is a fantastic cash business. We make about $200,000 per year above and beyond what we report. This baby has put all four of my kids through college and then some. I drive a new Cadillac and support half of my family back in Puerto Rico. I report enough income to pay all of my bills and show a profit. This is how I was taught to do business in America. This is what everybody in the cash food business does”. Angel went on to say that, “if you were to just keep doing what I’ve been doing, you’ll have this place completely paid for in less than three years”.


After the meeting, Keith and Jamie just looked at each other. It was plain for Sid to see that the couple was a bit shocked and confused. The couple is not sure what to do. What specifically do you recommend and why? What would you do if faced with a similar situation?   


*Angel’s Seaside Villa Case courtesy of David Tooch, University of New Hampshire
    





