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Case study: Shakeaway

Shakeaway is a retailer specialising in unusual
flavours of milkshake. The business opened in
Bournemouth in 1999 and now operates 35 outlets,
mostly in the south of England, focusing mainly on
tourist resorts and upmarket towns.

The stores offer over 180 different milkshakes, with
flavours such as apricot, Bakewell tart, Bourbon
biscuit, Parma violets, Toblerone and Trebor
spearmint softmints. These are blended with ice
cream and milk to create the finished product. This
culinary experience can be improved further by
adding products such as bran, wheatgerm, chocolate
flake and marshmallows. Jelly Tot fans can choose a
Jelly Tots milkshake topped with Jelly Tots. Although
the product range has expanded steadily, some
products are taken off the market as their popularity
declines.

At present this is a niche market, as most other
providers of flavoured milkshakes have not ventured
far beyond strawberry and chocolate. However,
competition is entering the market in the form of
businesses such as ‘Shakeaholic’, although this is
based in the North East.
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In response, the business has diversified slightly into
yoghurts, hot drinks (including hot milkshakes) and
confectionery, but the vast majority of its sales come
from milkshakes.

Shakeaway stores tend to adopt a standardised
layout, designed to attract its target market of
teenagers and families. Milkshakes are prepared
fresh, to order, by trained ‘shakettes’. However, there
is a conflict between the need to make the product
to order and the waiting time, as the milk shakes are
often bought by shoppers with limited time.

Shakeaway currently uses psychological pricing, with
its standard milkshakes priced at £2.99 (regular) or
£3.99 (large). However, customers can pay £1 more
for ‘luxury milkshakes’ and can pay 49p or 98p for

extra ingredients. Shakeaway decided on a price-
skimming policy when it opened its shops. Price-
skimming policies are popular for new products.
Shakeaway was able to maintain this pricing strategy
for the first five or six years of its existence, with
profit margins increasing each year. However, during
and since the recession price rises have not kept pace
with the increases in its costs. There are worries
that its existing psychological pricing approach may
reduce profits in the future.

The cost of ingredients for a typical, regular
milkshake is estimated at £1.10. Labour and other
costs are estimated at £380 per day, during which an
average of 500 milkshakes would be sold.

Sources: various, including www.shakeaway.com
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Questions

1 As a brand, Shakeaway has a large market share in
a fast-growing niche market. In terms of the Boston
Matrix, the Shakeaway brand is a:

a) Cash cow
b) Dog
c) Problem child/question mark
d) Star
2 Explain two important features of the

Shakeaway product that have helped the
business to succeed.

(1 mark)

(6 marks)

3 Are Shakeaway milkshakes a convenience
good, a shopping good or a speciality good?
Justify your view. (8 marks)

4 Explain two benefits of product proliferation
for Shakeaway. (6 marks)

5 Explain one way in which knowledge of the
product life cycles of its products might

benefit Shakeaway. 4 marks)

Total: 65 marks

6 What is meant by the term ‘price skimming'?
(3 marks)

7 Look at the figures in the case study.

a) Calculate the average cost of production
of a regular milkshake. (5 marks)
b) Shakeaway uses a cost-plus pricing method.
Use your answer to part (a) to calculate the
percentage that Shakeaway adds on to the
average cost in order to set its price for a
regular milkshake. (4 marks)

8 Analyse why Shakeaway originally used price
skimming. (8 marks)

9 Shakeaway believes that demand for its
milkshakes is price inelastic. Analyse two

reasons why this might be true. (8 marks)

10 Evaluate the main factors that may lead to

Shakeaway being forced to change its current
strategy of psychological pricing. (12 marks)
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Practice exercise 3

1 What is the difference between ‘promotion’ and ‘advertising?
2 What does the mnemonic AIDA stand for?

3 What is an ‘impulse buy™?

4 Which media would you select in order to advertise the following? In each case
justify your choice.
a) A job vacancy for a checkout assistant in Asda.
b) A new model of a car.

5 Explain one benefit and one problem of direct selling.

6 Explain one benefit and one problem of merchandising,

7 Explain the difference between sponsorship and public relations.

8 Identify two products that might use exhibitions or trade fairs as a form of promotion.
9 Identify three examples of sales promotion.

10 Briefly explain one advantage and one disadvantage of using the following media for
advertising:
a) television
b) cinema
¢ internet

11 Analyse factors that an organisation should consider when planning its promotional mix.

Total: 70 marks
(6 marks)
(4 marks)
(2 marks)

(3 marks)
(3 marks)

(8 marks)
(8 marks)
(4 marks)
(2 marks)
(3 marks)

(6 marks)
(6 marks)
(6 marks)

(9 marks)




