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Initial Case Study Topic: 

Ellie has always had a passion for gold jewelry and has decided to turn her hobby into a small 

business. For the past several years, Ellie has been selling her gold jewelry at trade shows and 

online. Ellie has received interest from several partners who want to place large orders and 

carry her products as part of their permanent collections. Ellie has been operating her business 

as a hobby but has decided that now is the time to create a small business and operate it full-

time. Ellie does not know much about the different types of business organizations and would 

like your advice on what type of business she should start. Ellie will be investing $100,000 of 

her own money into the business, in addition to contributing equipment worth $400,000. Ellie 

estimates that this equipment still has 10 years of life left and estimates that she will be able to 

sell it for $40,000 at the end of that time. Ellie has also secured a $500,000 loan from First 

Bank with an annual interest rate of 5% for 10 years.   

 

Based on last year’s prices and her current orders, Ellie has created the following materials 

budget for the next six months. She normally marks up her jewelry at 32% of the price of the 

gold. Ellie does not keep any inventory of gold on hand since she is a made-to-order business.  

 

Month 1  $1,405  

Month 2  1,240  

Month 3  1,318  

Month 4  1,390  

Month 5  1,308  

Month 6  1,230  

  

Ellie estimates her other expenses to be as follows for each month for the next six months:  

 

Accountant  $2,500  

Marketing  5,000  

Packaging  2,000  

Shipping  3,000  

Insurance  12,000  

Rent  12,000  

Supplies  3,000  

Utilities  4,000  

  

Ellie is currently owed $6,000 from previous orders; 10% of the amount owed to Ellie is over 

30 days past due.   

 

As Ellie embarks on this entrepreneurial journey, she seeks advice on several critical aspects of 

starting and managing her business: the type of business entity to form, the inventory valuation 

method to use, the depreciation method to adopt, and the accounting for accounts receivables. 

Ellie has asked you to prepare a recommendation for these questions, as well as others that she 

has not considered, as well as pro forma financials to help her get her business off the ground.  
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Potential Judge’s Questions: 

 
1. How would you calculate the break-even point for Ellie’s business, and why is this calculation 

important for her financial planning? 

 

2. How can Ellie manage her cash flow effectively, especially with the varying costs and payment terms 

associated with her business? 

 

3. What key financial ratios should Ellie monitor to assess the financial health of her business, and how 

can these ratios guide her decision-making? 

 

4. How should Ellie calculate and manage the cost of acquiring new customers, and what strategies can 

she use to reduce these costs? 

 

5. How might changes in the broader economy, such as fluctuations in gold prices or economic 

recessions, affect Ellie’s business operations and profitability? 

 

6. What strategies can Ellie employ to differentiate her jewelry products from those of her competitors, 

and how can she communicate this differentiation to her target market?  

 

7. What potential challenges might Ellie face if she decides to scale her business, and how can she 

prepare to address these challenges?  

 

8. How should Ellie approach and manage relationships with her gold suppliers to ensure reliable supply 

and favorable terms?  

 

9. How can Ellie effectively gather and use customer feedback to improve her products and services? 

 

10. What steps should Ellie take to build a strong brand identity for her jewelry business, and why is 

branding important for her success?  

 

11. How can Ellie enhance her online presence and e-commerce strategy to attract more customers and 

increase sales?  

 

12. What regulatory requirements must Ellie adhere to when operating her jewelry business, and how can 

she ensure compliance?  

 

13. What methods can Ellie use to control and reduce production and operational costs without 

compromising quality?  

 

14. Beyond selling jewelry, are there other potential revenue streams that Ellie could explore to diversify 

her income?  

 

15. How can Ellie analyze and optimize her profit margins, and what factors should she consider to 

improve them?  

 

 


