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Lauran Fuller! glanced around Caked Up! LLC, the colorful and vibrant bakery she had built over
the last five years and wondered if the business would ever be financially profitable. As she
observed the smiling employees and children licking icing from their fingers, the idea of walking
away from her venture and passion pained her. The bakery had become a beloved spot for locals
to celebrate with sweet treats and tasty baked goods. Nevertheless, while the business had
grown, the expected financial rewards had not materialized. With a mix of personal and financial
priorities, Lauran wondered if it was time to admit defeat or continue growing what she had
worked so hard to build.

About Lauran

Lauran Fuller was an MBA graduate who, with the financial support of a working spouse, chose
to be a stay-at-home mom to two young children. Her spouse's income was modest, leaving a
tight monthly household budget for Lauran to stay home. Lauran wanted to contribute financially
to the household to alleviate financial stress and afford extra-curricular activities for her children.
However, she also did not want to sacrifice the benefits of raising her children for an income that
the cost of daycare would only diminish. These considerations led Lauran to start a home-based
cake decorating business, turning a favorite hobby into an income.

Getting started

Lauran specialized in making custom specialty cakes and, under the Homemade Food Freedom
Act?, she launched the business from home while maintaining the role of primary caregiver to
her children. She worked many hours after the children were asleep to fill orders. Word of her
delicious and beautiful work spread, and soon Lauran's nights were consistently filled with cake
baking and decorating. She was making an average profit of $1,000 a month, but her earning
potential peaked as she quickly outgrew the small home kitchen. As demand increased, Lauran
knew she had to move out of the family home and into commercial facilities.

With the confidence gained through her business education, Lauren took out a loan and leased
a small storefront that had a dedicated commercial kitchen and space for her children to play
while she worked during the day. Sales increased significantly, which led Lauran to expand her
product line, buy new equipment, and ultimately grow into a larger storefront on Main Street in
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year three (see Exhibit 1 for financial statements). Over time, she expanded the hours of the
bakery and hired part-time employees.

Successful sales but middling returns

After five years in business, Lauran had welcomed a third child and had yet to draw an adequate
income from the bakery. She realized she had been making more personal income from the
home-based cake decorating business than from operating a storefront 50 hours per week that,
after two loans, now included $27,000 in business debt. There was no looming threat of
bankruptcy, and the business continued to cover operational costs, including debt servicing and
employee wages; however, she did not significantly contribute to the household income as
expected, which is why she started the endeavor in the first place. She loved being a business
owner in her community, seeing her bakery and baked goods bring joy to customers, and the
flexibility to bring her children to work, but she now had three children to care for, minimal
income, and was working harder than ever to live on a "shoestring" budget. Lauran had expected
to fail miserably or to succeed gloriously but had landed somewhere in the middle, leaving her
with no strong signal about how to proceed.

Looking ahead

As Lauran farewelled the day's final customers and began closing the storefront, she considered
what her future held. It was difficult to think about walking away from the bakery with nothing
after all the work she had put in. She also identified strongly with her role as its owner and hated
to give up on it. Nevertheless, she felt highly dissatisfied working this hard for so little pay and
knew something had to change. Her founding goal was to “earn a living,” and through the
process, Lauran determined this would require at least $3,000 gross salary per month.

Lauran felt she had three options for the future of the business: dissolve, sell, or continue.
Lauran's first option, liquidating the company, would likely not earn enough capital to pay off her
remaining $27,000 debt. Lauran estimated that if she liquidated, she could sell her equipment
for $12,000, but she would have to secure employment to pay the remaining $15,000 business
debt, which negated her ability to stay home with her children. She did have an MBA and five
years of experience operating a business under her belt. A reasonable salary of $50,000-65,000
was attainable but required childcare, an additional cost, and a big change for her children. The
second option was to sell the business at a price that would cover the remaining debt and allow
Lauran to walk away debt-free from the venture, but likely with no capital gains from the years
she had invested in the business. Further, finding a buyer could prove difficult for a young
business with minimal profit margins. Finally, Lauran could continue to operate the business until
the debt was resolved and her youngest was school age, which she forecasted to be within the
next four years. This timeframe would allow her to see if a reasonable monthly salary might
emerge but had the potential to result in more time invested without income.

As Lauran shut off the bakery lights and locked the door, her father’s words rang in her mind, “if
it's not making money, it's just an expensive hobby.” How could she balance her motivations of
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contributing to her household income, caring for her children, being a business owner, and doing
meaningful work? She wondered what other business owners might do if they were in her shoes.

1 Case protagonist and data source: L. Fuller, personal communications, January 13, 2021.

2 Oklahoma State Department of Health. 2022. Food Freedom Act. Accessed May 18, 2022,
from https://oklahoma.gov/health/protective-health/consumer-health-service/foods/home-

baking.html.
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