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ABSTRACT

Jill owns a mail-order specialty cake business. She needs to make decisions involving the marketing mix variables and expansion. This case was specifically designed to be a running case analysis in a Principles of Marketing class being read at the beginning of the term and used as a building block for each chapter. It allows for critical thinking utilizing student’s knowledge gained from the classroom yet incorporates their own create ideas as to how Jill should handle her business. There are end-of-chapter questions specific to Jill’s business yet generic enough to be used with any basic Principles of Marketing textbook. 

INTRODUCTION
Jill sat looking around her kitchen imagining what it would look like twice as big, crowded with people, all making cakes. She also thought about the possibility of simply moving to town and opening a specialty bakery for her cakes. She had started out small baking cakes for friends and family but somewhere along the line it had developed into a large growing business. She wondered if growing was what she really wanted, and if her neighbors would let her expand her business in her home without complaint, or, if a bakery in town would be the only solution. Jill knew she needed to talk to someone with business experience that was why she had called her friend Debbie, a business consultant, and invited her to lunch. They were to meet in thirty minutes to discuss Jill’s future business plans. As she stood and picked up her car keys, Jill sighed and mumbled to the empty kitchen, “What am I getting myself into?”  

HOME BUSINESS
Jill had always loved to bake and her cakes were the talk of every family gathering. Family members began to tell their friends who in turn, started to ask Jill to make cakes for their special family occasions. Before she knew what had happened word spread about her cakes and she was making ten to fifteen cakes each month for a good number of customers. Yet, it wasn’t until a customer asked her to send a cake to Connecticut for a very special birthday that Jill found her niche in the market; mail-order cakes. She began shipping them all through the continental United States. 

A good share of Jill’s business involved making and shipping birthday cakes. That brought in the most consistent cash flow, but not nearly what was needed to buy all the decorating supplies and ingredients for the different holiday seasons which were the biggest times of year for her business. Because of this, capital management was a constant concern since shortages of cash reserves were always a problem. Even so, Jill’s business appeared to be growing quickly in a world where people are all moving at a faster pace and want a gift that can be sent quickly and easily. 
Price

When assessing the price of the product, Jill determined she wanted her cakes to be priced below or consistent in price with other gifts that could be delivered to homes. Jill decided the cost of the cake would be $21.95 plus a 7% state sales tax along with a $6.50 charge for shipping and handling; for a total price of $29.99 per shipped cake. To insure price satisfaction and repeat purchases, Jill would often put in special party favors or other little treasures unique to the occasion in each box. If she decided to open a bakery, she would continue to charge the same price.  
Distribution
Her competitive advantage was that she could ship a cake the same day that it was ordered. To keep customers satisfied, Jill promised that orders placed before noon would be shipped the same day. This usually worked, although sometimes when people called at 11:30 a.m. it often presented a problem. A bigger concern was with her delivery service provider. Although she called and stated she needed a refrigeration unit for her shipment, often the driver would come unprepared to pick up her delivery and would need to go back a second time . Her husband told her she was worrying over nothing since they didn’t charge extra for the return trip and the delivery was still made on time, so overall, Jill was happy with her delivery system.

Work Wagon
When Jill originally made her decision to expand her business, she asked her sister to help her during the day. Her sister readily agreed but spent a great deal of time chatting and catching up on family news and little time actually helping to produce cakes. As she explained her dilemma to her family they suggested she contact the Work Wagon, a non-profit organization that found employment for adults who were homeless and others who were in halfway houses by matching their abilities and skill levels to the employer’s needs and subsidized their salaries $2 per hour. Although it took a great deal of extra work on her part, Jill found the workers to be a relatively good, inexpensive labor force that was dedicated and willing to learn and work. However, she also found that special care needed to be taken to ensure that workers were properly trained before operations would work smoothly and that often retraining was necessary. 

Promotional Activity


Although Jill had depended solely on word-of-mouth advertising too keep her business running, this was beginning to change. The Work Wagon featured her in the local newspaper as a smart, local businesswoman who hired many of their workers, teaching them a skill that would last them a lifetime. Through this simple publicity piece, Jill has seen her business almost double. She is now wondering what would happen if she began to advertise in that same local newspaper.

Expansion and Marketing 

While Jill was thinking over the leap to advertising in the local newspaper, her family was so enamored with her name in print and how much good her business was doing in the community that, over dinner one evening, they began to plant the seeds of expansion encouraging her to either expand her kitchen or open a bakery in town. Jill had thought that she was not ready to open a bakery but expanding her kitchen seemed to make sense. To reach her local customers, Jill planned to develop a glossy, full-color advertising brochure with pictures of all the different cakes she offered for each of the holidays.  She also planned to reach her local customers through (1) the word-of-mouth of her current customers, (2) by advertising on local television stations, and, (3) free publicity through participation in charity events as a sponsor and by employing people from the Work Force.  

Jill planned to target professionals such as doctors, attorneys, sales representatives and other businesses in which holiday gift giving was popular, and to customize her cakes for her business customers, as well as for specific holidays.  She also planned to do some special orders at her customer’s request, however any customization outside of holiday-specific orders would require a slight additional cost. She planned to establish a 1-800 number so that people all across the country could order her cakes. Additionally, Jill planned to send her advertising brochure to all those who called her 1-800 number, so they would have an idea of what all of her specialty cakes looked like, and to serve as a future reminder of her service.  

Jill’s plan for promotion included the following objectives:  (1) saturate the media for the introduction of cakes through obtaining public relation announcements on television and radio, (2) design an advertising campaign with an original, basic theme such as promoting the fun aspect of receiving a custom gourmet cake rather than boring flowers, (3) develop two separate promotional plans, one for businesses and schools in the area, and one for individual customers, (4) produce a colorful brochure of high quality, showing a variety of different cake packages, and,  (5) develop limited advertising on local television stations.  

Jill’s Business Plan

Jill had estimated that net income for her company would grow from $12,041 in the first year of operation, to $92,241 by the fifth year.  During the first year of operation, Jill expected to sell an average of five cakes per day for the first three months, then to increase by five orders per day quarterly, until she reaches an average of twenty orders per day at the end of the first year.  This results in an average of 12.5 cakes per day for the first year’s sales.  The second year, Jill estimated to double the first year’s sales volume, and by the fifth year, sales are projected to reach fifty orders per day. Jill estimated that she would actually produce cakes a total of 260 days each calendar year.  She paid salaries of $5.25 per hour (her portion) for an eight-hour day to her workers while the Work Wagon paid an additional $2 an hour to her workers. Her cost for actually shipping each cake was $6.50 unless a rush order was required. Jill estimated the total “production” cost for each cake to be $7.54. 

LUNCHEON MEETING
Jill arrived at the restaurant before Debbie.  As she sat down, she pulled out both her strategic business plan and marketing plan all neatly written, ready for Debbie to read.  She began to flip through the plans and saw where there might be a mistake or two and wondered if Debbie would notice.  As she saw Debbie come through the front door, once again she wondered if she was doing the right thing by expanding her business.  Well, it wouldn’t be long now before she got an expert opinion, and then the work would start.
The entire case and end-of-chapter questions relating to general Principles of Marketing text upon request.   
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