Names: ___________________________________ ___________________________________

Small Business Management

Economics of One Unit

Bonnie’s Basket Business

Background:
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Recently, Bonnie Baxter, a high school senior, started making and selling TruBlu Organic Trail Mix gift baskets to earn some extra cash.  She sells each basket for $25 at craft fairs and to neighbors and friends.  It takes Bonnie 15 minutes to assemble each basket and she pays herself a wage of $9 per hour.  Other costs associated with the business include:

baskets 
$
1.20


apricots 

2.00 

mixed nuts

3.50


raisins  

1.25


pineapple

2.60


milk chocolate
3.00


gift shred

2.50 per bag (each bag fills 2 baskets)


ribbon


2.00 per roll (each roll wraps 4 baskets)


Group Instructions:

1. Working as a team, calculate the economics of one unit for Bonnie’s basket business and populate the economics of one unit chart below with your data.

	Type of Business: _______________________

	Sales Unit: _________________________

	Selling Price per Unit:


	
	
	       ____________   

	Labor cost per Unit:
	____________


	
	

	Materials cost per Unit:


	____________
	
	

	Cost of goods sold per Unit:


	____________
	
	(____________)

	Gross profit per Unit:


	
	
	       ____________


2. After promoting her business at a local craft fair, a Whole Foods store in Framingham offered Bonnie a deal to produce 250 baskets if she can deliver them in one week and sell them for $23 apiece.  Bonnie has asked your advice concerning three immediate issues:

a. Can she make them in time? What should she do to fill the order?
	

	

	


b. If she lowers her price, how will it impact on her gross profit?  Is this acceptable?
	

	

	


c. How much total profit (wages + gross profit) will she make from the order?

	

	

	


3. Using the information above, perform a cost benefit analysis on Bonnie’s decision.
	Costs
	
	Benefits

	
	
	


4. Explain the decision you would make based on the cost benefit analysis. 
	

	

	

	


