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Executive Summary
Stephanie Miller, sole proprietor of Hallie Hound Barkery, has a background in marketing,
including a bachelor’s degree from Indiana State University in Radio/TV /Film and seven
years of experience in the cable ad sales industry. Given this, she recognizes the vital
importance of leveraging an effective and efficient business plan to the overall success of
the company. With limited start-up funds, the initial vision for Hallie Hound Barkery’s online presence was necessarily tempered to a cost-effective model more in line with the
company’s size. In the years since, as success has generated revenue, revenue has been
reinvested into the website and other company needs allowing success to build future
Success.

Also, limited resources have not allowed the company to fully embrace presented
opportunities. Prices were set in 2008 and were consistent until 2012 when rising supply
costs necessitated an increase in prices. Distribution is one of the company’s biggest
obstacles. With ever increasing interest and expanding market opportunities, keeping up
with demand has become a challenge. This challenge has thus far prevented Hallie Hound
Barkery from expanding into certain business opportunities.

Miller has thus recognized

the need for concrete goals backed by proper research, with measurable implementation
strategies and clear timetables. The result of this thinking is set out in this plan.

Enclosed is a detail-oriented, three-year business plan with a strategic focus. After careful
examination of the company’s goals and current status, it was determined that there were
several opportunities open to Hallie Hound Barkery that could improve its business.
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Introduction

“Dogs are not our whole life, but they make our lives whole.”
“Roger Caras
http:

//www.goodreads.com/author/quotes/390771.Roger

Caras

Problem Statement

Hallie Hound Barkery has been in business since 2008, operating since that time without a
true business plan. This has led the business to have a muddled and confused approach to
growth strategies. Decisions regarding the future of the business have been made without
the presence of a clearly defined mission or vision. This has lead Stephanie Miller, the
company’s sole proprietor, to make instinct-based decisions. Some of the representative
issues faced by the company have been tough for the company to deal with because Miller
has wavered on how best to achieve company goals. This has had a distinct effect on the
business's ability to establish itself in new market areas and niches.

Hallie Hound Barkery is currently a part-time household business, with production taking
place within the home of the owner operator. Because of this, opportunities for growth and
future expansion are at the mercy of a significant space constraint. Resource and funding
constraints are also serious problems facing the business.

Any plans for further

development of the business have to keep these constraints and the production constraint
ofa sole proprietorship in focus. Due to the business’s limited cash reserves, any plan
requiring a significant financial outlay will require either long-term debt financing or
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another form of financial backing, such as crowdsourcing. In order to have the best chance
at receiving financing in the form of credit, a business plan will prove necessary. Banks and
investors want to know in what they are investing.

Mission Statement

Hallie Hound Barkery’s mission is to provide homemade, healthy, great tasting dog and cat
treats from all-natural ingredients to our customers and their pets, thereby gaining and
retaining their confidence, respect, and loyalty while maintaining profit levels to finance
the company and allow it to grow.

Our first responsibility is to our customers and their pets, without which there would be no
company. We cater to our customers in a professional manner by offering quality products
and merchandise, competitively priced and delivered with care. We are committed to the
community in which we live, work and play, and strive to give back to the community that
has given so much to our company. We strive to be a leader in leveraging technology
toward growth opportunities. As a company, Hallie Hound Barkery is committed to
continued growth and excellence and the belief that we can always improve.

Vision

Hallie Hound Barkery provides homemade treats your pet will love! They will live happier,
healthier lives when they eat all-natural, great-tasting treats made with the love and care
they deserve.

Hallie Hound Barkery Business Plan
Stephanie Miller

Company History

Stephanie Miller founded Hallie Hound Barkery in February 2008 after receiving numerous
repeat requests for her homemade dog treats after giving them as Christmas gifts in the
wake of a pet food/treat scare. She began the company as a small on-line company with a
very basic web presence. Two months later, Miller attended the Earth Day festival at St.
Mary-of-the-Woods College as the owner/operator of the business. The sales and exposure
provided by the festival provided Hallie Hound Barkery with its initial customer base. With
the success of this one event, Miller recognized the need for exposure within the
marketplace and the importance of staying at the forefront of people’s minds. With this in
mind, Hallie Hound Barkery joined the Downtown Terre Haute Farmer's Market. This
provided numerous services to the business. It offered an opportunity to reach customers
with reduced overhead when compared to traditional brick-and-mortar business models,
while still achieving greater personal

contact than strictly on-line models. It also gave the

business a source of legitimacy for customers as they could now depend on an outlet
location and product availability. While developing her outlet strategies, Miller also
developed display and packaging strategies in order to lend a sense of professionalism to
the business. In 2008, Miller also expanded her product lines to include seasonal gift
baskets, increasing customer impulse purchasing.

2009 saw Miller continuing to grow her business through a grass-roots style campaign of
increased festival and event attendance. The addition of the Covered Bridge Festival to her
yearly schedule increased her yearly income immensely. Miller also began purchasing ad
space in magazines such as Modern Dog, IndyTails and the Petbook Online.
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Miller has always prided herself on providing excellent customer service. This focus is of
paramount importance to the boutique pet treat business. This showed itself clearly when
in 2010 Hallie Hound Barkery responded to customer demand by adding a line of cat treats
to the product line in the form of Kitty Krunch. Miller continued to increase the number of
events and festivals at which she set up her booth.

In addition, 2010 saw Hallie Hound

Barkery treats become available in the Reminiscence Antique and Variety store. This
marked the first traditional brick-and-mortar establishment to carry her treats and make
them available to customers as desired. While charity and giving back to the community
have always been important to Miller and a part of the Hallie Hound Barkery business
model, 2010 marked a dramatic increase in the donations to charitable groups. Hallie
Hound Barkery typically donates gift baskets or product donations for giveaways or silent
auctions to those groups that express interest. These donations serve to better the common
good but Miller also sees the business good in the donations as they foster goodwill and
positive exposure for her business.

The most significant advancement for the company in 2011 was the complete overhaul of
the company’s on-line presence. The company’s website was completely redesigned in
order to be more user-friendly and to have a more modern appearance. The redesign of the
website increased back-end functionality as well, making order fulfillment more efficient.
Hallie Hound Barkery once again increased and refined its event attendance in 2011.

Despite economic pressures that could have crippled the business, 2012 proved to be a
significant and successful year. Several company goals were achieved and the company’s
fiscal position was improved and its stability increased by the addition of new outlets. Two
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new outlets were added in 2012. The first of these was The Seasoned Wick in Brazil,
Indiana. The Seasoned Wick, much like Reminiscence, is a variety and antique store.

Located outside of the Terre Haute area, the location has added to Hallie Hound Barkery’s
customer base and increased its market reach. The location, which has been open since
May, has proven to be quite popular and profitable so far. The second outlet that was added
is the Brown Veterinary Clinic in Terre Haute. The clinic has entered into an agreement
where they purchase prepackaged treats at wholesale and retail them in their storefront.
The clinic has also begun purchasing special order treats as part of their own marketing
campaign. 2012 also marked the first time Hallie Hound Barkery has increased its pricing.
All of the prices for its products sold by weight, with the exception of Kitty Krunch, were
increased by roughly 14%. The change was necessary due to the dramatic increase in
supply costs. Consequently, this brought all of the weight-sold products (except Kitty
Krunch) onto the same price level, allowing customers to freely mix-and-match their
purchases when buying. This convenience has proven to be very popular with customers
who want to try new flavors or who want to buy a “sampler” without spending a fortune.
On the other hand, the increase in prices was not significantly noted by customers at all.
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Historical Performance
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Early returns from 2012 allowed for increased optimism about the company’s gross sales
figures for the year. Hos

environmental, political and economic factors dampened the

market and festival season sales. Drought struck the Midwest as well as record heat waves;

as a result, fewer people visited the Downtown Terre Haute Farmer's Market and other
festivals throughout the summer. When the cooler temperatures of fall finally took over,
the political frenzy of the election year continued to have an impact on sales. Even after the
election, holiday sales were negatively impacted by a looming fiscal cliff that created
consumer uncertainty. While early projected returns showed the 2012 would likely realize
a 35% increase in gross revenue based upon new strategic initiatives, results were far less
dramatic. While total gross sales only increased by the slightest of margins, the general
poor state of the economy and the drought had a significant negative effect on the number
of sales.
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While the promotion strategy for Hallie Hound Barkery has historically followed its grassroots business model and relied on word-of-mouth advertisement, the company has

previously branched out to magazine and on-line advertisement with limited success.

Returns on those investments were low and complications with vendors lead Hallie Hound
Barkery to discontinue its relationship with those providers.

Marketing Plan Overview

The business plan for Hallie Hound Barkery utilized several perspectives in order to
approach its current business model. Initiatives were considered from a 4P’s of marketing
approach, a technology and innovation approach as well as a sustainability approach. Each
idea was then considered based on its relative feasibility given current resource
constraints, initial outlay requirements, return on investment, and potential risk. These

factors were weighed and then those ideas that were of significant value to the company
were prioritized and scheduled into the plan. For this reason, many of the low-risk, cost-

effective and production oriented portions of the plan are scheduled earlier in the process.

“Why do companies fail? Their CEOs offer every excuse in the
book: a bad economy, market turbulence, a weak yen,
hundred-year floods, perfect storms, competitive subterfuge-forces, that is, very much outside their control. In a few cases,

such as the airlines’ post-Sept. 11 problems, the excuses even
ring true. But a close study of corporate failure suggests that,
acts of God aside, most companies founder for one simple

reason: managerial error.” (Charan, Useen & Harrington 2002)
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By meeting the continuing needs of Hallie Hound Barkery in relieving some of its
production restraint, this plan will allow for future growth realization without significant
growth pains. The plan also relies on increased brand recognition, customers must identify
the company product and seek it out, rather than making it an impulse purchase. The
established customer base has already made this leap, but the plan addresses ways to make
new customers attracted to the brand. Increasing the overall market size and customer
base for the company from a local business (with international on-line sales) to a regional
business (with increased on-line sales in larger markets) is of paramount importance to the
company. Hallie Hound Barkery has decided to forego the traditional brick-and-mortar
boutique pet bakery business and focus on bringing the boutique buying experience to
local shops consumers already frequent. While there is a unique attraction and novelty to
the boutique pet bakery, the overhead expenses are too high and the novelty eventually
wears off. Consumers are far more likely to buy quality products for their pets where they
are already shopping.

It is Hallie Hound Barkery’s strategy to develop partnerships with

these retailers to distribute products.

Structurally , the marketing mix will be broken down into the four element: Product,

Promotion, Place and Price. Where many ideas for the plan involve some overlap between
elements they will only be presented in the area where they will likely realize the greatest
effect.

A sustainability plan was also developed in order to allow Hallie Hound Barkery to reduce
its negative effects on the environment. The sustainability plan is to be considered part of
future business practices. As with other portions of the plan, its feasibility and cost were
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considered with its development.

While the sustainability plan does contain overlap in

other areas of marketing, it has been consolidated and attached to the product portion of
the plan for ease of reference and consideration.

The product portion of the plan will contain upgrades in cutting equipment, appliances and
packaging. This portion of the plan will also include the addition of new product lines such
as pet-themed home décor and t-shirts. The sustainability subsection includes recycling
plans, packaging choices, a paperless order processing initiative and a carbon footprint
offset initiative. The promotion section includes a customer referral program which will be
used to increase customer enthusiasm and broaden the customer base. It also includes the
packing shift, and uniforms.

Promotion also maintains the “Give What You Can,” charitable

donation strategy. The distribution section of the plan outlines the ways Hallie Hound
Barkery plans to reach new markets and new customers. The key element in this section of
the plan is the development 3 partnerships with retail outlets to carry Hallie Hound
Barkery products on their store shelves. Target retailers will include veterinary offices, pet
stores, and other local small businesses within the region. As part of this distribution

model, a new delivery vehicle is also part of the plan. The price section of the plan includes
a limited increase in pricing on targeted products such as Kitty Krunch, based upon a cost
analysis and a strategy for future pricing models.

Information Technology

Staying competitive in the current marketplace demands the leveraging of information
technology resources against the constraints a business is operating under. Hallie Hound
Barkery began in 2008 with the understanding that the company’s success and potential
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for growth was intrinsically tied with the success of its on-line presence. The desire for a
strong on-line presence was initially restricted by a limited access to capital. A costeffective model had to be used for start-up. The company has reinvested earnings into its
on-line presence in the years since, effectively using current successes as a foundation for
greater success in the future.

Unfortunately the needs of the business are exceeding the limited resources of the business
and a new strategy of whole structure development is needed. In order to achieve better
results a plan has been developed in order to better keep pace with business needs by
increasing the strength of the company’s infrastructure, investing in new efficiency
strategies and the addition of mobile technologies. This strategic technology plan was
developed using appropriate research of available products and their compatibility with
current systems. The plan also contains measurable implementation strategies and
timetables.

Miller developed the information technology section of this plan based upon the
philosophy of relieving constraints and satisfying the business needs of her company. She
focused on her vision for growth and finding ways to alleviate pressure from her business
processes through the utilization of technology. Though many of the addition in this section
of the plan have a direct link to marketing, they are separated for ease of examination as
well as their unique need for specific training in order to be effective. Part of the
determination for inclusion within the plan was the availability and price of relevant
training for new technology. Multi-function technology was given preference where
applicable as a means to increase return on investment.
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After full consideration of Hallie Hound Barkery’s technology position, it was determined
that in spite of upgrades made to the company’s on-line presence, the company’s overall
utilization of technology wa

limited. Too many business systems were processed by hand

or with sub-optimal technology and software systems were either out-of-date or
inadequate. The company’s infrastructure needs are limited at this point as the upgrades
being considered can be handled by her current equipment. The budget remains the
primary constraint for the implementation for the planned updates and upgrades.

Analysis of the business revealed that new financial management software would be a
critical upgrade for the business and would allow for better management of resources in
the future. Future growth of the business can also be stimulated by the addition of stronger
mobile technology usage. This adaptation, and the adoption of a strategy of technology
linkages, will allow Hallie Hound Barkery to reduce processing time and information
loss/corruption through streamlined practices while simultaneously increasing the overall
customer service of the company.

Information Technology Initiatives

e

Increase strength of infrastructure, including upgrading workstations, security
utilities, data storage and back-up.

Purchase and install Quickbooks Pro Plus to enable the organization of the
business’s financial and customer records (decreasing reliance on outside
accountant and increasing productivity) and increasing mobile applications to
match the mobile nature of the business.
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e

Purchase and install Intuit GoPayment Mobile Credit Card Processing to enable
customers the ability to make purchases using a credit card while at festival,
market, and fair booth sites. This will increase sales as fewer and fewer customers

carry large cash reserves and have become more discriminate with its use.

Purchase and utilize an iPad to enable use of mobile technologies and visual
displays at booth events. This will allow for greater use of new technologies as
they become available and increase interest and education in the business
activities.

Financial Planning & Implementation

“Entrepreneurs tend to concentrate on what they love,
whether it's the artist who paints but doesn't spend any time
marketing or the chef who lives in the kitchen and ignores her
financials. Every business owner needs to be his or her own
CFO. Delegating that task to a bookkeeper or an outside
accounting firm means putting your life into their hands. They
generally don't know the ins and outs of your business well
enough to make critical decisions.” (Goltz 2009)

In order to better manage the strategies within this plan Miller conducted a financial
analysis of Hallie Hound Barkery. Included as part of this plan are the actual sales figures
for 2011 and 2012 along with projected sales for 2013. A substantial increase in sales

figures was included within the 2013 projections because initiatives enacted within 2012
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have yielded strong results. Obviously these projections can be subject to outside factors
such as the weather conditions of 2012 that had such a negative impact on sales. Economic
factors are also a concern but their impact may be limited compared to impressions.
“You'd have thought Consmers looking to cut back on their shopping bills would have
targeted an area such as petfood, but that doesn’t seem to be the case,” [said TNS market
analyst Daniel Frith] “The market's in growth and it’s being driven by new customers and
the trend for premiumisation.” (Burrows 2008)

Implementation Strategy

Monetary constraints play heavily into the business decisions of Hallie Hound Barkery and
the overall plan’s funding requirement was kept at modest levels accordingly. These costs
still represent a significant outlay for the company. Miller’s overall implementation
strategy is to maintain her “using success to build future success” model for growth. Initial
plans revolve around the use of quarterly profits to implement the low-cost, criticalfunction changes at the early stages of plan implementation. This should allow the
company to grow to a point where the next stage of implementation targets can be
achieved. Miller recognizes the need for outside funding, either through small business loan
opportunities or through crowdfunding, a la Kickstarter, thus leveraging Hallie Hound
Barkery’s already strong reputation into a growth opportunity.
broken down in their individual sections within the plan.

Costs and budgets are
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Situational Analysis
As a company, Hallie Hound Barkery has developed a number of strengths over the course
of its lifetime that are crucial to its ongoing success and its hopes for continued success and
growth in the future. The company has developed a loyal customer base that fosters strong
word-of-mouth advertisement in multiple market areas. In many ways, Hallie Hound
Barkery customers are almost like fans, cheering on the success of the company. The
company has developed strong ties with the Westies Unite International West Highland
Terrier owner’s group. The company’s core products (pet treats) come in 14 different
varieties, allowing consumers a significant choice within the product mix without having to
search for competitor products to find a suitable product for their needs. In addition, Hallie
Hound Barkery sells gift baskets and holiday themed products and even caters to special
orders and requests, offering the boutique experience to customers without the expense
that boutique businesses often carry due to excessive overhead. The company also sells
other products for pets including all-natural soaps and quality pet toys at reasonable prices
making it an affordable alternative. The company’s small size allows it the agility to
respond to individual concerns and to handle issues quickly and effectively when
compared to the larger pet food producers.

Conversely, the company weaknesses also stem largely from its relative size. The first of
these is its cash position. As a sole proprietorship, operating in only its fifth year, the
company maintains minimal cash reserves and is largely unprepared for potential disaster.
Also related to its size is its potential for growth. Without employees, owner/operator
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Stephanie Miller can only produce so much product. Demand for product can exceed
potential product for limited periods causing delivery delays. Because growth potential is
limited, profits must be maximized through methods that limit the requirements for
addition expansion of labor. Finally, the current level of revenue for the business does not
allow Miller to operate the business full-time and she maintains full-time employment
beyond the business, limiting her time to focus on the business. Unfortunately, this is
somewhat of a dilemma. Hallie Hound Barkery does not yet generate an adequate revenue
stream for Miller to walk away from her eight to five job in favor of running her business
full-time. However until she does step away from her full-time job, her business is unlikely
to generate enough profits to justify that shift. As a sole proprietorship, the business
finances and liabilities are also tied directly to the assets of the proprietor. This
vulnerability opens Miller up to potential personal losses if her business fails or if it is sued.

A number of opportunities exist for Hallie Hound Barkery. The company has been in talks
with management at Baeslar’s and is considering offering its products on the shelves of the
three regional grocery stores that company owns. This would represent a massive increase
in potential market presence as Hallie Hound Barkery products would be seen by
potentially thousands of customers each day. Hallie Hound Barkery would also be
expanding to markets within Sullivan County and Green County as well, two areas of the
region into which the company has not yet expanded. One fortunate aspect of the tough
economic outlook facing many companies today is that the pet industry, as a whole,
appears to be growing in spite of many economic pressures. “According to Mintel, the pet
industry is expected to maintain a steady pace of growth, increasing 33% over the next five
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years.” (Mintel 2011) Given the size of the pet industry, “U.S. pet industry sales reached
$56.67 billion in 2011, up from $54.56 billion in 2010,” (Packaged Facts April 2, 2012),

seizing a percentage of even a regional market share of the industry represents a
significant achievement for a small business.

Since the pet industry is a growing market, it’s no wonder that there are a number of
threats facing Hallie Hound Barkery. The largest threat to most businesses, including Hallie
Hound Barkery, is competition. Consumers are often inundated with potential alternative
product choices and finding ways to entice consumers to select Hallie Hound Barkery
products over the products of competitors is an ongoing challenge.

In the local, homemade

pet treat market segment there is currently little to no competition, but consumer dollars
can and are still diverted to mass-produced pet products. One chain of franchised boutique
dog bakeries has begun offering its products in pre-packaged boxes on store shelves. Name
recognition for this brand is high but response to these products has been limited as the
products now lack the boutique, homemade appeal and instead have the look and feel of
traditional mass-produced pet treats. The rising cost of supplies also represents a serious
threat to Hallie Hound Barkery. As a small business, the company lacks significant power in
this relationship and operates by purchasing supplies at retail cost. While purchasing
supplies in bulk would decrease costs per unit, the company lacks the outflow of product to
justify the increase in supply volume. Thus, its per unit costs are higher when compared to
larger competitors. With the drought of 2012, low yields in agriculture have increased
costs. These increases will either reduce profits directly or be passed on to consumers
which could negatively affect sales.
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Marketing Plan
Marketing Objectives

The key marketing objectives of Hallie Hound Barkery are the reduction of production
constraints, increase of brand recognition, increase of the customer-base, and the
development of new distribution channels in order to increase revenue.

The first year goal

for the revenue increase is 21%. This figure is high, but includes the base price increase of
14% from 2012. These goals were chosen after examination of the company’s marketing
strategy revealed them to be relievers for the largest constraints facing the business. This
strategy will allow Hallie Hound Barkery to attack from each of the four principle elements
of marketing. “Internet sales for pet products accounted for 1.2 billion in 2011 and are
projected to grow at a 12% compound annual rate through 2015.” (Morrow 2012)

As part of the overall marketing strategies Hallie Hound Barkery had to choose between a
storefront model and a distribution model. As shown below in the initial investments for a
Three Dog Bakery franchise setup, the storefront investment is prohibitively expensive. For
this reason, Hallie Hound Barkery’s strategy moving forward is a distribution model.

Hallie Hound Barkery Business Plan
Stephanie Miller
Three Dog Bakery Initial Investment
TYPE.OF
EXPENDITURE

AMOUNT

METHOD OF
PAYMENT

Development Fee

WHEN DUE

Lump sum

Upon execution of
multi-until
development
Upon execution of
Franchise
Agreement
Typically, on
signing lease
Before opening

TO WHOM
PAYMENT IS TO
BE MADE
Three Dog

agreement

Initial Fee

$25,000

Lump sum

Real estate/Rent

$4,000 to $10,000

Lump sum

Deposit
Leasehold
Improvements
Utility and
Miscellaneous
Security Deposits
Furniture, Fixtures,
and Equipment

$40,000 to $70,000 | As agreed
$2,000 to $4,000

Lump sum

Before utilities
activated

$85,000 to $110,000

As agreed

Before opening

Opening Inventory

$25,000 to $40,000

Insurance

$3,000 to $5,000

Signage (interior and | $13,000 to $15,000
exterior)
Travel and Living
$3,000 to $5,000
Expenses While in
Training
Additional Funds —
$25,000 to $50,000

| As agreed

Typically no later
than 30 days after
delivery

Lump sum

Before opening

As agreed

As incurred

As incurred

Before and during
training

As incurred

As incurred

$7,000 to $9,000

As incurred

As incurred

$4,000 to $7,000

As incurred

As incurred

Three Months

Marketing for Store
Opening
Miscellaneous

Total Estimated
Initial Investment

Three Dog

Landlord
Various contractors

and suppliers
Utility companies,
suppliers, and
vendors
Approved suppliers
and vendors
Approved suppliers
and vendors,
including Three
Dog and its
affiliates.
Insurance
company(ies)
Approved suppliers
and vendors
Airlines, hotels,
restaurants,

car

rental companies.
Employees and
suppliers
Approved supplies
and vendors
Approved suppliers,
governmental
agencies, and
professional
advisors

$236,000 to $350,000
Add Initial Franchise Fee for second store plus $5,000 per store if you also sign a multiunit development agreement
For Existing THREE DOG BAKERY licensees converting an existing bakery to a
franchise, total estimated initial investment estimated to be $36,000 (the Initial Fee plus
signage upgrade of $5,000 and conversion to approved point-of-sale software system of

$6,000).

(Threedogfranchise.com/OpenBakery/Initial-Investment)
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Target Markets

Hallie Hound Barkery produces and sells, retail and to a limited extent wholesale,
homemade, all-natural dog and cat treats, along with other products.

Thus, its target

market is obviously dog and cat owners. Beyond that however, the market can be further

segmented. Pet treats are non-essential products, so the business targets primarily those
consumers of middle to upper class with higher disposable incomes. It is important to note
who the company’s consumers are. Within these households who is doing the buying?
“Those who primarily do the shopping for pets are an average age of 47 years old and
female.” (American Pet Products Manufacturing Association 2012) This connection may be
even more significant with single individuals, as the attachment to pets is higher for singles.
“A number of studies have found that pet owners who lived alone were more attached to
their pet than individuals that lived with others.” (Antonacopoulos & Pychyl
Consider the following:

“Higher-income households are simultaneously a crucial
component of the pet market, with households earning $70K or
more annually accounting for over half of overall pet industry
expenditure on everything from veterinary services to dog
walking to retractable leashes and pet food. Dog and cat
owners overall show an upscale skew, in keeping with the
discretionary nature (and often significant expense) of pet
ownership. The specific boon for the pet market is the greater
tendency for these affluent consumers to favor the humanized

2010)
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and premium-priced health products and services designed for
their pets, says David Sprinkle, publisher of Packaged Facts.”
(Packaged Facts April 19, 2012)

As Hallie Hound Barkery offers a healthy alternative to mass-produced treats many
consumers will be health conscious, not just for themselves but also for their pets. This is
an important mirroring, as pet ownership does link to many health benefits. “... It is also
possible that animals may promote our health as ‘stress busters’.” (Wells 2011, pg. 175)
People’s pets become part of their support systems, much like family and friends. “Pet
owner's 10S [Inclusion of Others in the Self] scores revealed that pets were included in the
self as one’s siblings (though ot as close as one’s parents or best friends), and overall
support showed that pets provided as much support one’s siblings or as one’s parents
(though not as much as one’s best friend). (McConnel, Brown, Shoda, Stayton & Martin
2011)

This knowledge allows Hallie Hound Barkery to more accurately promote itself to

the target buyers. A better understanding of who exactly the potential customers are,
allows for a better approach to attracting and developing a successful relationship with
that customer.
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Marketing Mix

Product

Hallie Hound Barkery produces boutique, handmade, all-natural dog and cat treats, making
the business one that is unique among its competitors. Customers of the company are
extremely loyal because of the quality of the product and the level of service provided by
the company. The business motto reads: “Homemade treats made with love at an
affordable price.” Today's pet food market is different from years past. “Now, for every
conventional pet product available, there is a healthier, natural, organic, or eco-friendly

alternative. These premium alternatives come with a higher price tag, but it doesn’t seem
to matter to much to pet parents.” (Clark 2012)

Product recipes were designed to best present an attractive, good tasting product that
brings out the nutritional benefits of each treat. The handmade aspect of production is an
important differentiator between Hallie Hound Barkery and its competitors, but it also
presents the company with a significant production constraint. Hand-cutting each treat is a
time consuming process and the owner must find a new, more efficient means of
production without losing the look and feel customers expect. It is not just appearances
that must be maintained. Hallie Hound Barkery treats are handmade and they must remain
so. For this reason, the more efficient machine cutting methods of production have been
ruled out. Current customers are loyal because of the handmade individually cut aspect of
the business. They like the personal touch. In order to overcome this constraint Miller has
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contacted a machinist to weld rows of hand cutters into a single tool so that several treat
can be hand-cut in a single press. This strategy will improve production efficiency for all
types of treats (except for Kitty Krunch and Banana Barkscotti which are knife cut, and
giant bones which are produced individually), but especially for the Hoosier Beef Bites and
Chicken Bites which are made for smaller dogs and have the highest production times.
Estimated costs from the machinist show the costs at $200 per cutter and $300 for the bitesized cutters. Hallie Hound Barkery currently uses 11 different cutters, including 2 bitesized cutters. The total cost for this process improvement will be an estimated $2400. The
cutters will be purchased in three stages at yearly intervals so that each annual purchase is
$800. The company plans to begin its purchase with the smallest cutters first as these will
have the greatest impact on efficiency.

In order to further reduce the production constraints that the company is operating under,
the business will add a new higher capacity commercial convection oven. In order to keep
costs low, the company will have to examine opportunities to purchase a used unit. Current
searches of available stock show that a double stack full-size convection oven should cost
around $3000. This will allow Miller to bake four times as many treats at one time
compared to what she does now. The larger runs should allow the company to realize some
savings in in energy costs as well. In addition Miller will also purchase a second dehydrator.
This unit will cost approximately $300 and will double the dehydration capacity of the
company, freeing up the production schedule significantly.

All Hallie Hound Barkery treats products are made with all-natural ingredients. Mars Inc.
has adopted a strategy of showing their healthy pet food ingredients clearly on their labels.
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“Other manufacturers are taking the same approach to cater to health conscious pet
owners by making a list of healthful ingredients a prominent part of their packaging.”
(Desjardins 2008)

This shows the importance of ingredients in consumer’s buying

decisions. Hallie Hound Barkery has their ingredients list clearly on every bag. Because pet
foods are tested so poorly by the FDA every effort must be made by the manufacturer to
ensure that products are safe. From 2011 to 2012 the FDA announced a new series of
samples being taken to track salmonella in pet food, unfortunately the sample numbers are
terribly low. “FDA says each of its 19 districts will collect 14 official and 14 investigational
samples, for a total of 266 samples of each.” (DVM 2011) Despite increased testing, in 2012,
“the U. S. Food and Drug Administration (FDA) issued a warning to veterinarians and pet
owners about chicken-jerky products imported from China after seeing an increase in dog
illnesses over the last 12 months.” (DVM 2012) The labeling guidelines also changed in
2007. “The new amendments also give the FDA two years to update pet-food labeling
guidelines that include accurate nutritional and ingredient information, and to update foodprocessing standards.” (DVM 2008) Below is a list of the ingredients that are currently used
in Hallie Hound Barkery recipes:

e

whole wheat flour
rye flour
rice flour
natural peanut butter
milk
baking powder
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e

honey
ginger
canola oil
vanilla
eggs
chicken broth
butter
dried cat nip (for Kitty Krunch treats only)

Currently, products for the business include treats, bite-sized treats, allergy-friendly treats,
cat treats, gift baskets, and holiday items. The business produces twenty products:

Peanut Butter Bones
Allergy Friendly Fire Hydrants
Banana Barkscotti
Big Boy Peanut Butter Bones
Giant Peanut Butter Bones
Peanut Butter Teddy Bears
Chicken Bites
Chicken Eggs
Kitty Krunch
Good Dog Ginger Stars
Minty Barks
Veggie O’s
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Hoosier Beef Special
Hoosier Beef Bites
Barnyard Mix
Paw Print Gift Box - Includes two plush squeaky toys and two 34 pound treat bags,
your choice, making it perfect for oe
Holiday Paw Print Gift Box - Includes two plush squeaky toys and two 34 pound
treat bags, your choice, making it the perfect holiday gift.
Holiday Sampler — One pound container of treats (Banana Barkscotti, Chicken Eggs,
Good Dog Ginger Stars, Hoosier Beef Special, Minty Barks, Peanut Butter Bones,
Veggy O’s and Allergy Friendly Fire Hydrants.
Holiday Bone Shaped Gift Basket - Includes one plush squeaky toy and two 1 pound
treat bags, your choice. The basket makes a great toy basket after the treats are
gone.
Holiday Pup Pail - Pick out your pail (Naughty and Nice, Ho Ho, or Polka Dot), one 34
pound treat bag, and one toy (Santa, reindeer, or snowman).

The company also sells pet toys, accessories, and Earth Drops Petables (all-natural soaps)
as part of its product line. These products are produced by other companies and are then
retailed by Hallie Hound Barkery.

With numerous products, and the pressures of alternative products for consumers, Hallie
Hound Barkery must find new packaging in order to differentiate its products from all
other dog and cat treats. Hallie Hound Barkery currently uses inexpensive paw-printed
clear cellophane bags to package treats. The bags are labeled with Avery labels and tied
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shut with giftwrap ribbon and a business card. The process for packaging treats is slow and
tedious. This new packaging must offer consistency in image with the company and
product, but also be cost effective, efficient to use, and offer opportunities to create brand
recognition. When the company’s image becomes consistently marketed, including the the
constant use of the business logo, name, and website URL, consumers will be more likely to

become repeat customers.

The new packaging selected is a craft tin tie coffee bag with a window. The bags are food
rated so they are safe. The window will allow customers to see what they are buying while
the flat bottoms of the bags will allow for neater display of the products on store shelves.
The bags themselves are made from recycled materials, which coincide with Hallie Hound

Barkery’s new sustainability initiative. The hobby craft look of the bag ties in well with the
handmade nature of the treats, creating greater consistency in the company image. Overall
this change should lead to a modest increase in customer base as well as an increase in
efficiency in order processing. Packaging costs will be affected by the implementation of
this plan. This shift can be seen in the chart below.

Current Packaging

Oo1

C1 Cello Bag

$9.45/100

C2 Cello Bag

11.15/100

C4 Cello Bag

13.85/100

Market Bag

$2.00/100

New Packaging

001s

Kraft Paper

$71.00/500

Kraft Tin Tie Coffee

$85.00/500

Kraft Tin Tie Coffee

$85.00/500

Merchandise Bag

Bag w/ Window

Bag w/ Window
Market Bag

$2.00/100
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While the new packaging is more expensive, it reduces the number of different products
needed on hand and creates a more uniform company image. The new packaging is also
recyclable/compostable. For further information on the sustainability initiatives, see
below. The total initial outlay for this improvement is $156.00.

In addition, Hallie Hound Barkery will be expanding its product line to include both a small
t-shirt line (see Promotion below) and a line of home décor items. This line will consist of
small decorative signs and wall art as well as found-object metal pet sculptures. These
items will be produced in small batches and runs with an eye toward keeping costs low.
Miller has been approached about selling her promotional display items many times and
has decided to address that consumer demand. Target price points for the home décor line
will be $10, $15, $25, and $50, with 25% of that figure representing costs to produce.

The

line of product will begin small with an initial outlay of $200. To sustain and grow the line,
50% of the sales will be used to produce new product until the line is fully developed. After
that the division of revenue will shift towards maintenance of the line and higher profit
margins.

Sustainability

“With consumers increasingly seeking eco-friendly
products and brands, more and more “green” claims are

appearing in the marketplace on all categories of
products. Petfood is no exception.” (Phillips-Donaldson

2012)
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As the owner of Hallie Hound Barkery, understanding the impact her business is having on
the community and her environment is very important to Miller. “A whopping 77% of
respondents (petfood professionals) believe consumers define “green” petfoods as having
natural ingredients, and the same percentage believe it’s very or somewhat important for
their organizations to be leaders in adopting sustainable practices.” (Taylor 2010) As such,
she plans to implement a sustainability plan that should reduce and offset significantly the
environmental impact of her business. “For a number of reasons, companies are having to
work harder to protect their reputation—and, by extension, the environment in which they
do business.” (The Economist, 2008) “According to Eve Adamson, author of Pets Gone

Green: Live a More Eco-Conscious Life with Your Pets (Bow Tie Press), greenwashing is
rampant in the pet products industry, especially in regards to pet foods.” (Helmer 2012)
For this reason strategies must be shown to real and measurable to consumers.

Primarily Miller plans to begin a recycling and composting system for waste materials. By
composting the organic materials, Miller can actually utilize the resulting materials in a
company garden, growing some of her own ingredients, such as mint, carrots and spinach.
She has already set aside an area for this process. Under the plan, all materials that can be
recycled will be gathered and delivered to a recycling center on a weekly basis. The
company will also adopt a paperless initiative, striving to reduce the amount of paper and
ink used for order processing. Current hardware and software resources will allow the
company to meet this goal, but the adoption of some of the technology initiatives outlined
later in the plan will make it easier, but no added infrastructure expenditure is necessary.

Having a definition of sustainability as starting point is very valuable. “It means that from
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ingredient selection to packaging, and every step in between, eco-friendly dog treats reflect
values of sustainability and overall eco-consciousness.” (Clark 2011)

As mentioned above the company will be switching its packaging. The new packaging is a
paper-based bag with a soy-poly liner which is very eco-friendly. The company is also
looking into new pet toy wholesalers in order to find ones produced from recycled
materials in an eco-conscious manner. The company will also investigate a relationship
with Trees, Inc. of Terre Haute in order to donate trees that would effectively offset the
company’s carbon footprint.

In addition, Hallie Hound Barkery is currently investigating

the relative costs of the ‘UPC’s for Trees’ program drafted by Earthborn Holistic, an organic
dog food manufacturer. This program, which requires customers to send in UPC’s from
Earthborn Holistic products, plants trees to combat greenhouse gases. To date, Earthborn
Holistic has planted 72,389 trees under this program.
(www.earthbornholisticpetfood.com) Obviously, as a small business, some considerations
have to be made for the ability for the company to remain viable while adopting new
‘green’ strategies.

The combined effect of these initiatives should actually be able to simultaneously reduce
some production costs overall as well as improve the company’s image and increase
goodwill within the community. “U. S. retail sales of natural pet products are expected to
reach $1.3 billion this year (2007), up from $558 million in 2003. By 2012, the market

should top $2.5 billion.” (Raymond 2007)

Promotion
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Increasing the size of Hallie Hound Barkery’s market and customer-base is of vital
importance and a strategy that both maintains the loyalty of existing customers and
encourages word-of-mouth advertisement is paramount to the company’s future success.
The company will develop and maintain a customer database allowing it to begin a referral
reward system. In effect, each time an existing customer refers two new customers, the
existing customer gets a 20% discount on their next purchase on up to one pound of treats.
There will be no limit to the number of times a customer can earn this reward, so there is

always incentive to entice new business toward the company. The program itself is meant
to be simple, easily maintained, and require little to no up-front investment. In essence, the
company merely wants to reward its customers for being excited about the product and the
business and for helping it grow.

Increasing brand recognition is the second focus of the company’s promotion strategy. In
order to achieve this, Hallie Hound Barkery is going to shift it packaging to a more uniform
image across its different distribution models. Currently, clear cellophane bags are used for
on-line order fulfillment, pre-bagged events and store sales while stamped brown bags are
used at weight-sale events. The result is that customers do not see a consistent image upon
seeing a Hallie Hound Bilt

display or booth. The new packaging will eliminate the

cellophane bags and put all product on a brown kraft style coffee bag with a window.
Weight-sale events will still utilize the bags they have been in the past but the image will be
consistent.

In addition, company shirts, bearing the logo and slogan for the company will

be worn at events in the future. Once the shirts are being worn, customers will be given the

opportunity to order t-shirts for themselves. Customers already have shown interest in this
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prospect. The t-shirts will be produced to mimic pub and vintage style shirts promoting the
pet-friendly messages important to the company’s vision. In support of this consider this:

“In fact, a 2002 American Greetings poll found that when
married pet owners come home from work, almost 75 percent
of them say hello to Fido before acknowledging their spouses.
And 62 percent of owners include their pets’ names when
signing greeting cards. Not surprisingly, the company

capitalized on the humanizing trend by creating a line of cards
called “For the Love of Pets.”” (Dodd 2005)

The actual profit margin on t-shirts will not be as high as it is on many other products;
however, each one will also act as an advertisement opportunity, increasing the company’s
exposure, popularity, and status each time they are worn. Because the target market is
middle to upper class consumers, the company’s ability to be a status symbol for pet
owners is an important consideration. T-shirts will initially be purchased on a limited run
of a single design, creating an initial inventory of two shirts per adult size and a child’s size
medium on hand. Since these shirts will be produced locally, restocking after sale should be
a sufficient strategy. The t-shirt line will be re-evaluated for viability /expansion after one
year.

Price to Consumer

Company Uniform Shirt

|

$35.00/shirt
e

T-Shirts

Initial purchase of 4
shirts.

$10.00/shirt
e

N/A

Initial purchase of 2

$25.00/shirt
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in each standard

adult size plus a
child’s medium.

Charitable donations, usually product donation, have been a part of how Hallie Hound
Barkery operates from the beginning. There is a two-fold reason for this. The first reason is
simple altruism. Doing the right thing is reason enough. Miller believes in giving back to her
community and her business’s community. Even beyond simple acts of charity, Miller
serves on several local boards because of her sense of duty. Beyond the altruism, there is a
business reason to give as well, the positive exposure each gift brings to her business. Gifts
to groups such as the American Cancer Society, Susan G. Komen, Terre Haute Humane
Society, etc. show the public that Hallie Hound Barkery is a small business that cares about
the things that they, as customers, care about. Goodwill is a powerful attractor. This
attention leads directly to word-of-mouth advertisement, and free exposure in brochures,
pamphlets and flyers. Hallie Hound Barkery plans to continue and expand its charity work
in the coming years. Hallie Hound Barkery plans to continue its strategy of “Give What You
Can,” a plan that it has operated under from the beginning.

This aligns well with other

leaders in the market:

“One of our earliest marketing strategies was to become
closely aligned with the area animal shelters and rescue
centers. Right from the start we knew we wanted to help less
fortunate dogs and to give something back to the canine
community that we loved so much. We would fantasize
endlessly about the day when we had so much cash flow that
we could make some hefty donations to help ease the financial
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burdens that these organizations face daily.” (Dye & Beckloff
1996, pg. 51)

One element of the company’s promotion strategy is the acknowledgement of Hallie’s
lifespan. Obviously, the dog that company is named after will not live forever. To counter
this, numerous pictures have been taken of Hallie throughout her life so that future
promotional materials will be available. Professional and amateur digital shots have been
taken.

Distribution

The distribution model for Hallie Hound Barkery is perhaps where the company is striving
to make the most significant changes to its operations. When the business began, Hallie
Hound Barkery sold directly to its consumers via booth space at festivals, markets and fairs
and via on-line sales. The company’s

established website allows customers within the

United States and Canada to Piithass products and have them shipped to their location
without going through a third party. This keeps costs low for the consumers and profits
higher for the company. The company gets increased exposure and higher sales from its
booth presence at festivals, markets, and fairs, however. Pet treats, as a non-essential

product, are often an impulse buy and are more often purchased when seen in-person.
Hallie Hound Barkery has booths set up at the Covered Bridge Festival, Earth Day Festivals
at Union Hospital and St. Mary-of-the-Woods, and Bark

in the Park, and many, many others.

Most significantly for Hallie Hound Barkery, the Downtown Terre Haute Farmer's Market

offers a repeating outlet for distribution. Currently, the company sets up at both the
summer market and the winter market as well. The addition of the winter farmer’s market
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has shown poor returns in the first season, but it still operates as a means of tempering
what is usually the most difficult sales period for the company, January through March.

As the business has grown, it has added permanent locations in Reminiscence Antiques and
Variety in Terre Haute, Indiana and more recently The Seasoned Wick in Brazil, Indiana.

As

part of this plan, Miller has re-evaluated the company’s booth space at Reminiscence. The
booth operates at an annual net loss each year and has shown no evidence of improvement.
This primarily due to the space’s high rent cost and low exposure when compared to The
Seasoned Wick. This location costs almost double in rent but is not located on a busy street
like the Seasoned Wick and is not as nice of a facility. Elimination of this booth should save
the company $540 per year in rent, while only reducing revenues approximately $180.

By

contrast, the Seasoned Wick location has been very successful in its first six months of
operation, earning reasonable to high profits every month since May 2012. The Seasoned
Wick has an annual cost of $300 in rent, and made nearly twice that in its first six months of
operation.

In late 2012, Hallie Hound Barkery began selling its products wholesale to a local retailer.
Hallie Hound Barkery entered this relationship with the Brown Veterinary Hospital. As part
of this relationship, Hallie Hound Barkery now produces specialized treats for the clinic as
part of the clinic's marketing strategy. This strengthening of the bond between the two
companies will hopefully lead to a lasting relationship. This was a new distribution model
for the company and one that put the company in a new type of relationship. It was no
longer in control of its end-consumer relationship and impressions. However, this is the
type of expansion that will be necessary to the growth of Hallie Hound Barkery.

The
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company has been approached by the Robinson Hospital for Animals in the past, and is
currently considering similar relationships with several other regional veterinary
practices. A simple search of the local phonebook reveals that there are 37 veterinary
offices within the immediate area. All discussions about expansions within veterinary
offices are preliminary at this point, but expansion in this area would solidify the
veterinary practice as a vendor marketplace and add a level of consumer confidence to the
company’s products. The plan for these small outlets will be for them to purchase products
wholesale and the act as the retailers in their existing point-of-sale areas. This system
results in little to no initial investment for Hallie Hound Barkery with products only being

produced after orders have been made.
Also under the umbrella of wholesale expansion is the consideration of expanding into the
grocery stores. Hallie Hound Barkery has been in early stage negotiations with Baeslar’s
Market to begin selling their products in their three storefront locations. As Hallie Hound
Barkery currently offers peninanen: sales locations in only Vigo and Clay counties, this
expansion would include both Sullivan and Greene counties into Hallie Hound Barkery’s
market area. This would also vastly increase the company’s relative exposure as the sheer
volume of customers moving through those three locations each day far exceed the other
locations Hallie Hound Barkery has considered.

Hallie Hound Barkery will have to be ready

for a serious increase in potential demand before this expansion can take place.

As part of the distribution strategy that overlaps with promotion, Hallie Hound Barkery is
planning the purchase of a delivery vehicle. At such point that scheduled deliveries of
product have to be made to remote retailers, it would be ideal for the company to be
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utilizing an appropriate vehicle that can both safely store and haul product but also attract
attention.

For this reason, Hallie Hound Barkery is considering the purchase ofa used

Dodge Sprinter van. The van would then receive a vinyl wrap that would make turn it
effectively into a rolling billboard. The van would also be used to travel to festivals,

markets, and fairs. Allowing for easy transport of all necessary supplies for setup, and in
some cases the van could be parked in order to create effective signage for the business at
these events. This is a major expenditure and will have to be financed either through debt
financing or through other means. The approximate cost of a good quality used van of this
type is $18,000. The vinyl wrap will cost an addition $2785.75 (see Appendices for quote).

Price

Price strategies for Hallie Hound Barkery involve maintaining an affordable product that is
still profitable enough to allow for business growth. In 2012, Hallie Hound Barkery
increased the prices on most of its products by roughly 14%. This was in direct response to
the increase in supply costs. In order for the company to remain viable a percentage of
these costs had to be passed on to consumers. Even with the price increase Hallie Hound
Barkery remains competitive on price.

ou

““As pet owners are unable to afford bigger

purchases they spoil themselves and their pets with lower-value luxuries,” suggests Tom
Page, sales and marketing director at Wagg Foods.” (Brown, 2011)

Another significant strategy that was used for pricing was to bring many of the core treat
products onto the same price scale. This allows customers at weight-sale events, like the
Downtown Terre Haute Farmer's Market to mix and match treats into their purchase.
Customers really seem to like the freedom to pick and choose their product in this way, and
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it allows customers to try a few treats of a new flavor without investing their entire
purchase or a significant cash amount in something they are not sure about.

As stated previously, the target market is primarily made up of middle to upper class
female pet owners. There are other factors that come from this target market that influence
the pricing strategy as well. It is estimated that on average Hallie Hound Barkery is exposed
to 125 potential buyers per week. This figure is an average of the on-line and in-person
exposure. The location of buyers does vary but most are in-person and few first-time
customers are on-line shoppers. Repeat buyers frequent the website in order to replenish
their own supply of treats. In most cases the customer is the final consumer as the
wholesale portion of the business is still in the early stages of growth. It is expected that the
consumption rate for most consumers is approximately % Ib. of product per pet per week.

Several psychological factors are also involved in the pricing strategy. Many consumers
equate price and quality and for this reason they are willing to, and expect to pay a
premium for all-natural, homemade products for their pet. Buyers are attracted to base
pricing that includes sales tax and is set at even amounts. Buyers like to mix and match
product, even increasing their order size to accommodate increased customization.

Buyers

often perceive pricing as a relative factor and not a comparative one. Many middle to upper
class consumers are prestige oriented and are willing to pay a premium for a product with
a better image that fulfills their need.

Other considerations for pricing strategy exist on the supply side of the business process.
For example, prices must reflect overhead costs such as raw materials and utilities. It must
also cover labor. Also included into the pricing strategy must be a balance for
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considerations based on the perishability of the produced product. Products must be priced
low enough that they are not left in inventory to go bad, but high enough to cover the loss
of a minimal amount of unavoidable shrinkage.

Overall, the perishability of the product is

low. While raw materials are baked into an all-natural treat with no preservatives, the

products do undergo a dehydration process which increases their shelf-life.

Environmental factors that influence the product and pricing strategy for Hallie Hound
Barkery are not easily controlled by the business. As a small business Hallie Hound Barkery
has low bargaining power with its suppliers and cannot, in most cases, negotiate better
prices, when environmental factors drive up costs. Boutique level competition at this point
is limited. As large stores and major distributors do not operate with the same
distinctiveness in product, they do not cater to the same target market. Another
environmental factor to consider is the legal climate of the pet food and treat industry.
Overall the industry is poorly regulated and has suffered many recalls and scandals in the
past few years. These incidents have encouraged consumers to switch from mass-produced
products to more local, natural, and healthful products. People want to know what goes
into their pet's food. Producers must be licensed by the state chemistry board or be subject
to fines.

In 2012, prices were increased approximately 14% over the previous year’s prices. This
was done in order to allow the company to remain profitable in the face of ever increasing
costs of raw materials. A simple comparison of prices is shown below.
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510.00
$9.00
$8.00
$7.00
$6.00
$5.00
$4.00
$3.00
$300
$1.00 SO.00 + Fees

/

Current supply costs for each product are shown below, costs shown are given per treat
pound:

Beef/Chicken

IE i lil lade

Wheat Flour

Wheat Flour

Powdered

Milk

Banana Barkscotti
Flour

Allergy-Friendly Fire
Hydrants
0.28 | Rye Flour

Peanuts

0.38 | Vegetable Oil

Baking Soda

0.01 | Rice Flour

Milk
Sugar

:

Buillon

Baking
Powder
Peanut Butter

.5 | Eggs

0.16 | Vanilla

Eggs

Vegetable Oil

Butter

Banana

0.6

Vanilla

0.04

Total:

Total:
1 8000a75

Vegetable Oil
Wheat Flour

Total:
Kitty Kru

.

0.08

$1.55 | Total:

Good Dog Ginger Stars

Veggy O's

Wheat Flour

Vegetable Oil

0.16 | Vegetable Oil

Powdered

Honey

0.87 | Wheat Flour

Sugar

Vanilla

0.02 | Baking Soda

Bouillon

Eggs

0.16 | Baking Powder

Milk
Oatmeal
Mint
Parsley

2 | Eggs
Butter
Catnip

Milk
Wheat Flour
.5 | Baking
Powder
Ginger
Total:

0.05 | Spinach
0.44 | Carrots
0.02 | Eggs
0.03 | White Flour
$1.75 | Total:
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Marketing Implementation and Control
Below is an annual schedule of the implementation for the new processes, systems and
additions included within the marketing section of this plan. Each system that requires
oversight will be re-evaluated every six months after its initial implementation to consider
process improvement, redesign, or possible cessation.

Year One

Evaluate Pricing and Reset Levels
Re-evaluate/Discontinue Reminiscence Booth Space

Develop and Begin Wearing Uniforms
Establish Customer Referral Program
Begin Paperless Initiative
Start Recycling Program
Establish New Packaging
Purchase 1st Stage of Cutters
Purchase Second Dehydrator
Begin Attendance of Winter Farmer's Market (Began November 2012)

Year Two

W

e

Re-evaluate Pricing and Reset Levels If Necessary

e

Begin Carbon Offset Tree Donation Program

e

Establish T-Shirt Line
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e

Establish Home Décor Line

e

Open 2nd Veterinary Office Outlet

e

Purchase 2nd Stage of Cutters

e

Purchase Higher Capacity Oven

Year Three

Re-evaluate Pricing and Reset Levels If Necessary
Evaluate Carbon Offset Tree Donation Program Levels
Evaluate T-Shirt Line
Purchase 3rd Stage of Cutters
Purchase Vehicle
Purchase Vehicle Wrap
Open Grocery Outlets
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Information Technology Initiatives

Infrastructure

In order to examine the status of Hallie Hound Barkery and how it handles information
technology, a full examination of the company’s existing infrastructure must be conducted.
Knowing the company’s relative position as it equates to on-hand equipment capabilities
will allow the company to have a better understanding of what to do moving forward. The
current infrastructure of Hallie Hound Barkery consists of:

Compaq Presario CQ56
o

Intel Celeron 900 @ 2.20 GHz

o

2GBRAM

o

Windows Home 7 Premium

Acer AspireOne
o

Intel Atom N270 @ 1.60GHz

o

1GBRAM

o

Windows XP Home

Lexmark E260 Laser Printer

©. WiFi Enabled
Router/Modem
o

Time Warner Cable Roadrunner Internet Service
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Status

Upgrading or replacing the existing infrastructure is not currently necessary or of the
highest priority, but Hallie Hound Barkery must continually evaluate its infrastructure
position in order to maintain a high level of functionality for its primary devices. Current
equipment has been acquired piecemeal as circumstances and available funds aligned to
make purchasing equipment affordable and convenient. Due to this approach, little
consistency exists between the software available on the two platforms and without a
significant expenditure on licensing, bringing the two machines in line would be
impossible. At this point, given the relative age of the equipment, upgrading the systems to
match is not recommended. At this time, no formal back-up exists in order to maintain data
security.

Resolution

The existing computers will be upgraded and enhanced through attrition and replacement.
They will be purchased from the same vendor with uniform operating system and software
profiles in order to increase the functionality of the overall system. The need for these
systems will be analyzed every six months and when need is deemed to be imminent
replacement will be executed. More immediately, an external back-up system will be added.
Security software will be installed so that it is consistent across all platforms.

Implementation Plan
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Consult with a technology specialist to advise on purchase and set-up on new
equipment.

Evaluate options and purchase new hardware and software based upon cost-benefit
analysis.

Install new systems with consultant support, if needed.

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

Secure training with operating system and back-up system.

Efficiency Upgrade

Status

The current financial record system for Hallie Hound Barkery involves storing financial
receipts and documentation and then entering them periodically into an Excel spreadsheet.
The system is less than ideal in accuracy or efficiency. At the end of each year, these
documents are sent, along with the spreadsheet, to a contracted tax preparer. While this
guarantees an accurate application of the tax code it is still far from the ideal method of
accounting for a small business in search of ways to maximize profits.

The company also keeps no current database of customer information and no tracking
method exists for purchases in order to better create targeted marketing materials. There
is also no method of tracking vendor information or itemized costs. Inventory of raw
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materials is tracked via visual inspection and running low on a necessary ingredient has
happened on more than one occasion. All of this leads to inefficiency, be it in marketing
application or in production and order fulfillment.

Resolution

Most significantly, Hallie Hound Barkery intends to adopt accounting, inventory tracking
and real-time transaction processing software into its business practices. With Quickbooks
Pro Plus, the company will be able to add all of those systems in a single software suite. The
company’s old data from Excel can be imported into Quickbooks, substantially reducing
conversion pains and setback. With the software suite in place, Hallie Hound Barkery will
also be able to organize the company’s finances, create invoices, track sales and expenses,

and get reliable records for taxes.

The suite also includes a place to store and maintain records for customers, vendors, and

any potential future employees in case of expansion. This will allow Hallie Hound Barkery
to better take advantage of opportunities in targeted marketing such as mailings or email
notifications. The software also stores contact information and tracks any accounts
receivable balances.

The software suite will also allow the company to get a quick overview of its health,
including its best performing products and most active customers and any current sales
trends. Having this information at a mouse-click will allow Hallie Hound Barkery to react to
cost changes and buying trends with more agility and more appropriately while maintain
profitability.
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In addition QuickBooks can sync directly to the company bank account so the financial
information is up-to-date and accurate.

There are a number of other features associated

with QuickBooks Pro as well as shown below, including inventory tracking.
(http://quickbooks.intuit.com/pro/)

Implementation Plan

Purchase and install yearly subscription to Quickbooks Pro Plus.

Secure training in usage of the software suite.

Update/import any previously generated information from Excel so records all exist
in one software format.

Develop and maintain customer, vendor, and inventory database.

Setup system for quarterly review of financial records and informational databases
to ensure data integrity, validation, and review of Company Snapshot.

Mobile Technology

Status

As shown in the infrastructure section, Hallie Hound Barkery currently uses two laptop
computers as its primary workstations. The company does not further take advantage of
mobile technology opportunities. After analysis of opportunities provided by mobile
technology, it was revealed that a significant business improvement could be achieved
through the implementation of mobile initiatives.
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Resolution

Through the purchase of Intuit GoPayment Mobile Credit Card Processing and an Apple
iPad, Hallie Hound Barkery can take full advantage of the technologies in the other portions
of its business plan. GoPaymeitt will allow the company to accept credit card purchases
while its booth is setup at remote locations, or while delivering goods to wholesalers in the
company van. Quickbooks is also able to sync directly with GoPayment so transactions
taken on the system will be entered into the financial records automatically, making the
financial information accurate and seamless. (http://gopayment.com/how_it_works/)

GoPayment requires specific mobile devices to function and of those, the Apple iPad offers
the highest value to the company. While many other tablets offer similar options or even
some of the same options none of them have the packaged whole at this time. The iPad
offers the Quickbooks mobile app, as well as many other productivity applications. It also
offers the functionality of becoming a mobile hotspot, and with its new retina display it
offers the ability to become a mobile display monitor for advertisement and customer
education. Nothing attracts attention quite like a video display. The iPad’s numerous
applications offer many ways to leverage the technology into new an increased online
presence and improved overall company agility. (http://www.apple.com/ipad/)

Implementation Plan

e

Purchase the required hardware, applications and service plans.
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e

Test synchronicity before formal implementation at sales site.

e

Create display videos and slideshows.

e

Practice use of new mobile platform.

e

Plan for ongoing training with new applications and application updates.
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Information Technology Implementation and Control
Timeline

Months 1-6

Analyze system needs and purchase Quickbooks Pro Plus (yearly subscription).

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

Consult with a technology specialist to advise on purchase and set-up on new
infrastructure equipment.

Secure training in usage of the Quickbooks software suite.

Purchase external data back-up system.

Months 6-12

e

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

Secure training with operating system and new data back-up system.

Update/import any previously generated information from Excel so records all exist
in one software format.
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Months 12-18

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

Continue to update/import any previously generated information from Excel so
records all exist in one software format.

Purchase the required hardware, applications and service plans for mobile
technology upgrade.

Test synchronicity before formal implementation at sales site.

Create display videos and slideshows.

Practice use of new mobile platform.

Months 18-24

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

Develop and maintain customer, vendor and inventory database.

Setup system for quarterly review of financial records and informational databases
to ensure data integrity, validation, and review of Company Snapshot.
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Months24-30

e

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

Evaluate options and purchase new infrastructure hardware and software based
upon cost-benefit analysis.

Install new systems with consultant support if needed.

Months 30-36

e

Conduct semi-annual review of equipment and infrastructure to determine any
improvements that may be necessary.

e

Plan for ongoing training with new mobile applications and mobile application
updates.
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Financial Planning

Sales Forecast

Taking a look at sales for last year gives us a look at the monthly trends based on seasons.
Using that as a basis and given what has happened to date in sales this year, the following
sales forecast chart and graph were put together. Note that sales for 2013 should be
considered target numbers, and do not reflect any actual sales made. The 2013 numbers
were figured based on averaging the returns from 2011 and 2012 and then adjusting the
returns by adding an increase of 21% based on the additional distribution channels. The
months of January through May were further adjusted by $60 to compensate for a lack of
data from Seasoned Wick and wholesale activity. May through July was adjusted to
compensate for wholesale activity by adding $35.

2011

2012

2013

January

$61.76

$109.84

$163.82

February

$89.08

$62.25

$151.55

March

$229.16

$28.50

$215.88

April

$417.30

$575.43

$660.60

May

$292.00

$578.39

$526.59

June

$1,360.22

$1,544.50

$1,782.36

July

$1,493.35

$991.88

$1,528.56

August

$1,354.40

$1,415.85

$1,676.00

September

$1,205.07

$1,227.83

$1,471.90

October

$2,454.11

$2,280.50

$2,864.44

November

$321.75

$464.15

$475.47

December

$1,425.16

$1,475.59

$1,754.95

$10,703.36

$10,754.71

$13,272.12

Totals:
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Product Mix

Below is an estimate, given past sales figures, for each product’s percentage of the
company's totals sales.

Percent of Sales

® Soaps

® Gift Baskets
® Toys
m Allergy-Friendly Fire Hydrants
® Minty Barks

m Veggie O's
® Good Dog Ginger Starts
® Chicken Eggs
® Chicken Bites
® Hoosier Beef Special
® Hoosier Beef Bites
© BananaBarkscotti
Big Boy Peanut Butter
© Kitty Krunch
Giant Peanut Butter Bones
Peanut Butter Bones

Peanut Butter Teddy Bears
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Plan Budgets

Marketing Mix Budget

Year One

I[esio!
Evaluate Pricing and Reset Levels
Re-evaluate/Discontinue Reminiscence Booth
Space
Develop and Begin Wearing Uniforms
Establish Customer Referral Program
Begin Paperless Initiative
Start Recycling Program
Establish New Packaging
Purchase 1st Stage of Cutters
Begin Attendance of Winter Farmer's Market
Purchase Dehydrator

Estimated Savings

Estimated Cost

$360

Subtotal

TOTAL

Year Two

Estimated Cost

Re-evaluate Pricing and Reset Levels If
Necessary
Begin Carbon Offset Tree Donation Program
Establish T-Shirt Line

Begin New Home Décor Line
Open 2nd Veterinary Office Outlet
Purchase 21d Stage of Cutters
Purchase New Oven
Subtotal

TOTAL
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Year Three

Leeds!
Re-evaluate Pricing and Reset Levels If
Necessary
Evaluate Carbon Offset Tree Donation Program
Levels
Evaluate/Maintain T-Shirt Line
Purchase 3rd Stage Cutter
Open Grocery Outlets
Purchase Delivery Vehicle

Estimated Savings

Estimated Cost

$240
$800

$18,000 ($4,000 +
$280/month)

Purchase Vinyl Wrap for Vehicle

$2,785.75
$7,825.75
$7,825.75

Subtotal

TOTAL

Information Technology Initiatives Budget

Item

| Year One

Year Two

| Year Three

Infrastructure

Laptop Workstations

$1500.00

Data Backup

$150.00

Efficiency Upgrade

Quickbooks Pro Plus

$249.95

$249.95

$249.95

Mobile Technology

GoPayment

Cost per transaction

Grand Total, Technology Costs

Cost per transaction

$829.00

iPad

Subtotal

Cost per transaction

$399.95

$1,078.95

$1,749.95
$3,228.85
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Summary

“We must have courage to bet on our ideas, to take the calculated risk, and to act. Everyday

living requires courage if life is to be effective and bring happiness.”
~ Maxwell Maltz

(http: //www.goodreads.com/quotes/tag/risk?page=2)

After careful review of the COBPanY’S history and the situational analysis it is apparent that
there are numerous opportunities open to Hallie Hound Barkery. Realizing the potential of
those opportunities does involve risk to some extent, but the three year goal of developing
the business into a full-time self-sustaining business is achievable with the strategies
outlined within this plan.

In order for the business to achieve that goal, it is estimated that the business will have to
realize annual gross sales in the area of $70,000. This should allow Stephanie Miller to

maintain an adequate level of income while still managing and growing her business. It can
be estimated that at the lowest profit level for treats ($9/1bs.), Miller would have to sell
approximately 22 pounds of dog treats per day in order to meet that goal. In order to
generate that level of demand Miller will have to ramp up wholesale distribution of her
product and streamline production. She will have to utilize the strategies of promotion
outlined within this plan to increase market awareness of Hallie Hound Barkery as well.

With the steps outlined within this plan, it is believed that these goals are readily
achievable within the three years of the plans adoption and further growth potential exists
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beyond that point with the addition of increased resources and through the addition of
employees. Hallie Hound Barkery is poised to take advantage of a growing market with
great potential due to its unique product and fierce consumer loyalty. Now it’s time for the
company to leverage those strengths into further growth and realize its potential and the
dreams of its owner.
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Appendices
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Sustainability and Social Responsibility Plan
Attached is an excerpt from the sustainability research conducted regarding Hallie Hound
Barkery. It is included purely as supplemental material.

Adoption of Sustainability by Hallie Hound Barkery

Hallie Hound Barkery is a small business. It doesn’t need a water treatment plant or
systems to recycle polluted air and water. But that doesn’t mean it can’t stand on the
shoulders of the giants in the industry. An effective sustainability plan for a business needs
to address all of a business’s practices from start to finish, from the purchase of raw

materials to billing and order tracking to energy consumption to final goods and packaging.
Analysis of these processes makes sense for a small business like Hallie Hound Barkery.

Layer 1: Philanthropy

Philanthropy has been a part of the Hallie Hound Barkery business plan from the
company’s inception. The company makes numerous donations of gift baskets to local
organizations for silent auctions and giveaways at fundraisers. It also makes cash
donations to local causes such as the Terre Haute Police Dept. K-9 Unit, Sparkles the Fire
Dog Memorial Pathway, and the Terre Haute Humane Society. These donations have
strengthened the reputation of the company within the local community and provided a
way for the owner/operator to give back.
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Layer 2: Risk Management

As a sole proprietorship, risk management is a necessary concern. The company and
owner's assets are legally tied together. However, beyond that, as a sole proprietorship, the
owner/operator has the luxury of knowing what the company’s position is in regards to
controversial issues and conduct. There are no employees, partners, or franchisees that
could potentially damage the company reputation.

Layer 3: Sustainability for Value
Raw materials for Hallie Hound Barkery are all-natural food products such as flour, milk,
eggs, etc. The company can more effectively dispose of the packaging waste from these raw
materials, buying only products that are packaged in recyclable materials. Hallie Hound
Barkery will establish separation bins so that waste that is recyclable is sent to the
recycling center. Compostable waste will be added to a garden area behind the
owner/operator’s home and used to provide fertilizer for produce. The garden will be used
to grow spinach, carrot and mint, all ingredients used in various recipes of the company.
Billing and order tracking which is now largely paper-based will be converted to a
paperless system which will reduce paper and ink usage and consequently the disposal of
toxic toner materials.

Going paperless involves greater reliance on electronics and the commercial oven used for
baking also uses a great deal of electricity. To offset this usage Hallie Hound Barkery will
develop a relationship with Trees, Inc. in Terre Haute to donate a number of trees yearly
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that will negate the carbon footprint of the company. This allows the company to work
towards an effective carbon offset while still supporting local initiatives and groups.

In addition Hallie Hound Barkery is currently investigating the relative costs of the ‘UPC’s
for Trees’ program drafted by Earthborn Holistic, an organic dog food manufacturer. This
program, which requires customers to send in UPC’s from Earthborn Holistic products,
plants trees to combat greenhouse gases. To date Earthborn Holistic has planted 72,389
trees under this program. (www.earthbornholisticpetfood.com) If not cost prohibitive,
Hallie Hound Barkery would love to be involved in a similar program. Obviously, as a small
business, some considerations have to be made for the ability for the company to remain
viable while adopting new ‘green’ strategies.

The primary goods for Hallie Hound Barkery are all-natrual dog treats, and in effect
biodegradable. But that doesn’t cover all of the products the company offers. The company
also sells pet soaps and toys. The pet soaps are produced by a separate company but are
handmade from all natural ingredients and packaged in simple cardboard sleeves, making
the product very eco-friendly. Toys are the main product where Hallie Hound Barkery can
reduce its negative impact based on products. Switching to products made from ecoconscious materials may increase the cost of toys in most instances but as shown above,

many consumers will not mind the increased cost since they will have a better feeling from
purchasing the product.

The packaging for Hallie Hound Barkery treats is largely cellophane bags at this point.
However recent investigation of alternative packaging has revealed a greener alternative.
As inventory of current packaging runs out, the company will be switching to soy-poly lined
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paper bags. These bags are custom printable and the company is researching soy-based ink
printing for the printing process. While these bags may be more expensive per bag, the
elimination of after purchase labeling will help offset this cost and eliminate more waste
and ink.

All in all, these strategies show that Hallie Hound Barkery can be more sustainable and ecofriendly without breaking the bank. Instead, many of the initiatives will reduce costs. Those
that increase costs are marginal and should increase both goodwill and exposure within the
community, which makes the systems invaluable to a company that relies heavily on wordof-mouth advertisement.
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QUOTATION
1100 S. STATE ROAD 46
TERRE HAUTE, IN 47803
812-232-4660 » FAX 812-877-6577
CUSTOMER:

Quote

#

Hallie Hound Barkery
Date

: 01/18/13

Attn: Stephanie

Sales Rep

SHIP VIA

Terms

Mark Bilyeu

BEST WAY

Net 30

CUSTOM FORMS ARE SUBJECT TO 10% VARIANCE IN QUANTITY
ALL PRICES ARE SHOWN PER 1000 UNITS (M) UNLESS OTHERWISE NOTED
Description

Qty

Dodge Sprinter Van Wrap

:

Unit Price

$2785.75

-includes all windows except for front doors
-includes printing and installation

*THYL discount © (minimal design charges to be added)
*This is strictly an estimate based on ballpark figures and
dimensions.

Thank you for this opportunity!
I look forward to serving youl
MARK BILYEU

Tahco ... Your Best Single Source!

SPECIAL INSTRUCTIONS:

PRICES DO NOT
DESIGN & GRAPHICS CHARGES *see note
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