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Click “Being Simulation”

Make sure Adobe Flash is enabled

How to Play Guide
Download the How to Play Guide (PDF)

When companies provide extensive product options, it makes predicting and fulfilling customer
demand highly complex. This simulation illustrates how a few key decisions can improve the ability
of a company to accurately predict and fulfill demand.

Problems Facing Supply Chain Managers

In recent years, the number of new products being introduced has increased
dramatically. At the same time, the average life cycle of products continues to shrink.
Many new products become obsolete soon after they hit shelves.

Next ¥

You will be the Supply Chain Manager responsible for production of two new lines of mobile
phones. You will be able to make key decisions and see the impact of your decisions on the
performance of your company. Learn more about the products and your required decisions by
reading through Your First Day As Supply Chain Manager.
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In the Design Room, you first meet
your team. After introductions, click
“Choose Options”.

Meet with the Team

Q Andrei
- -]
4. Good morning. We are ready for our annual design and )
« forecasting meeting, and all the numbers are ready for

you. Allow us to introduce ourselves, | am Andrei. I've

been with the company for five years and have good \ Aya

insight on what goes on around here. 4

' Lorenzo

Andrei Next ¥

Claire

Byron

Ruth
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The Design Room initially shows forecasts and unit
profits for Model A and Model B with no additional
options. The base options that differentiate the two

Design Room

Estimated Model Demand
Without Options, Monthly Units in thousands

Andrei Aya Lorenzo Claire Byron Ruth Consensus
Model A 63 54 64 59 64 56 63
Model B 36 18 38 28 38 22 33

Estimated Monthly Impact of Selected options on Demand
in thousands, impact the same for both models

Andrei
Aya
Lorenzo
Claire
Byron

Ruth
b T T T T T 1
-30 -20 -10 2] 1e 20 30

Estimated Impact of Selected Options on Per-Unit Profit

models are built in and you cannot change them.

Product Options

Upgraded Communication

View Discussion v

Exterior Material

View Discussion v
Stylish
View Discussion v

Storage Capacity

View Discussion v
in US dollars ) 3
B Decision H istory Price Cost Profit
Base Model A $200 $130 $70
Model A w/ options $200 $130 $70
Are you sure you want to submit? x
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You can add any, all, or
no options, which apply
to BOTH phones.

Don’t try to be a phone
design expert — trust your

Desig ~ team and the data.

Estimated Model Demand
Without Options, Monthly Units in thousands

Andrei Aya Lorenzo Claire Byron Ruth Consensus
Model A 63 54 64 59 64 56 63
Model B 36 18 38 28 38 22 33

Estimated Monthly Impact of Selected options on Demand
in thousands, impact the same for both models

Andrei [
s —
Lorenzo
caire: Scroll down for more data on

B

wn  profits and forecasts, with and
- without the checked options.

Estimated Impact Options on Per-Unit Profit

in US dollars
Price Cost Profit
. ase Model A $200 $130 $70
Model A w/ options $240 $165 $75

You will not be able to alter these decisions after you submit.

When finished,
click “Submit”

Product Options
Upgraded Communication

View Discussion v

Exterior Material

View Discussion v
stylish
View Discussion v

Storage Capacity

View Discussion v
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click “Submit”

Forecasting Room

Congratulations, the design options for the two mobile phone lines Unit Data with Options as Chosen
have been specified. You will now have to predict the total demand for costs are an estimate from the lowest-cost
each product line. contract manufacturer

Model A Model B
Unit Price $240.00  $280.00

1 Unit Cost  $165.00 $185.00

The Forgcastlng Room has useful e e
information, but all you need to do .

. . Markdown Price*  $148.50  $55.50

is provide two numbers Monthly Holding Cost ~ $4.80  $5.60

*at the end of the year, all models left in stock will
be sold to a consolidator at this price

Your forecasting team members have come up with a consensus for

determine where and how to source your produces.

Model A: Monthly Estimated Demand May-December

in thousands per month Enter Your Demand Estimates

Average: 59 Standard Dev: 11 This is your forecast for what monthly demand

80 will be each month from May through
@ December. There is no demand expected from
January through April.

40

Model A k/month
Model B k/month

Andrei  Aya Lorenzo Claire Byron  Ruth Consensus

PUBLISHIN|

Before choosing suppliers,
you have to speak with
Marketing.
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Production Room

Congratulations. You have successfully given the Marketing Opportunity
board your demand estimates. You now need to

make some key decisions on how to fulfill this - Jessica

demand. Marketing

To increase production flexibility, management has fEtE VN

decided to outsource all manufacturing, and four Good morning. | am Jessica from the Marketing Department.
contract manufacturers have been identified. Casey We have an exciting opportunity coming up, and | need your
will provide you with some additional information on decision.

the four manufacturers and their policies.
We are thinking of creating an annual conference called

Talk to Procurement CELLDEX. This conference would allow us to showcase our new
models and collect valuable customer feedback.

Welcome to the Procurement Office,
I'm Casey. We've received price quotes
from four contractors that can
manufacture our mobile phones, and

Hosting CELLDEX would allow us to obtain some new demand
estimates for both of our mobile phone lines. These estimates
would be much more accurate than the numbers that we have

A today.
they all look pretty good. Let's quickly
walk through them and go over their The upside is that if we get your approval now, we can set up
strengths and weaknesses. the event for the end of March and automatically insert new

and better demand estimates directly into your production
Casey Next > schedule at the beginning of April.
The downside to creating this event is that it will be very

You can place orders with one or more of the four )
expensive to set up, as we would need to create a global

cnnnliare A< vnii eancider whirh ciinnliers tn rhance
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Production Room

Yearly Plannin, :
 besian & 4 5 Your forecast is plugged
esign koom Actual Demand | Projections A g A
| in to Projections.
i Forecasting Room CCEE SIS
v Jan Feb  Mar Apr May Jun -8 Sep Oct Nov  Dec
gl Production Room Model A
Product Receipt @ ] ] ] ] - [ 4 2] ] ] 2]
Procurement
) Actual / Est. Demand @ ] [} [} 60 60 60 60 60 60 60 60
Suppliers
Actual / Est. Inventory @ [} ] 0 -60 -60 -60 -60 -60 -60 -60 -60
Model B
% Scorecard Product Receipt @ [} ] [} [} ] ] ] ) [ [ )
Year 1 Actual / Est. Demand @ ] ] ] 39 3 3@ 3@ 3@ 3@ 30 30
\P/roﬁt: i Actual / Est. Inventory @ 2} 2} 2} -30 SCrO" dOWn to place
otes:
) orders with suppliers.
B Decision History Suppliers
SUPPLIER
Enter order quantities (thousands per
month) and the month to begin production,
considering capacities and lead times.
B Decision History Suppliers a
SUPPLIER UNITS / MONTH BEGIN PRODUCTION
SETUP
PRODUCTION HISTORY  in thousands per month UNIT COST LEAD TIME CAPACITY
Toggle to Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec €osTS
Ale|loe|lo|e|e|e|e|e|e /e e|e AS$165
select a f oo e tote ot otelototele oo 4mo ek  sm
supplier :
Sl You need new tooling
FarA\
— and must pay the set-up
PRODUCTION HISTORY in thousands per month COSt each year
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Det :
A ] %] ] ] ] ] ) ] ] ) ] ] A$165
B e e 6 e 06 06 o 0 06 0| o o0 B$185 3mo 60K sam
SUPPLIER
PrettyClose
PRODUCTION HISTORY  in thousands per month
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Ale|e|oe|e|e|oa|o|o|o|o]|e]e AS175 omo . sim

B|e|e|e e |0 0 o e0|e|e e e B

SUPPLIER

VeryClose

PRODUCTION HISTORY  in thousands per month
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Actual Demand | Projections

It For ting R in thousands per month
1l Forecasting Room Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov Dec

sl Production Room Model A
Product Receipt @ ] 2] ] Q 40 40 40 40 40 40 40
Procurement
Suppliers Actual / Est. Demand @ 0 2] 0 60 60 60 60 60 60 60 60
Actual / Est. Inventory @ ) 0 ) -606 -20 -20 -20 -20 -20 -20 -20
Model B
% Scorecard Product Receipt @ ) ] ) ] 20 20 20 20 20 20 20
Year 1 Actual / Est. Demand @ ) ] ) 30 30 30 30 30 30 30 30
il Actual / Est. Inventory @ [ Q [ -30 -10 -10 -10 -10 -10 -10 -10
Votes:
B Decision History Suppliers -

UNITS / MONTH

BEGIN PRODUCTION

SUPPLIER
FarFarAway

SETUP
PRODUCTION HISTORY  in thousands per month UNIT COST LEAD TIME CAPACITY COSTS
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Al e 40|40 |40 40|40 |a0|4e|0|e|0]e A$165
4 60k 1
B | e |20 2020 20 20|20 |2 0 0o e B$185 me $1m

Change quantities and starting month
until you are happy with your plan.
Making changes later will cost you.
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Suppliers

% Scorecard
Year 1
Profit: $0
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B Decision History

Starting production earlier...

Actual Demand | Projections
in thousands per month
Jan

Model A

Product Receipt @
Actual / Est. Demand @

Actual / Est. Inventory @

Model B

Product Receipt @

Actual / Est. Demand @

Feb Mar  Apr  May Jun Jul Aug  Sep Oct Nov  Dec

] 0 ] 40 40 40 40 40 40 40 40

] 0 ] 60 60 60 60 60 60 60 60

means you receive it earlier °’

] 0 ] 20 20 20 20 20 20 20 20

] 0 ] 30 30 30 30 30 30 30 30

Actual / Est. Inventory @ [ ] e -10 -10 -1 -10 -18 -10 -10 -1@
Suppliers -
SUPPLIER UNITS / MONTH BEGIN PRODUCTION

FarFarAway

PRODUCTION HISTORY
Jan Feb Mar Apr
40 | 40 | 40 | 40 | 40

B 20 | 20 | 20 | 20 | 20

January v
SETUP
in thousands per month UNIT COST LEAD TIME CAPACITY COSTS
May Jun Jul Aug Sep Oct Nov Dec
4 |40 | 40| 0 | 0| 0 | o A$165
20|20 20|e0 | 0 a o0 B$185 4mo oK $1m




Production Room

Yearly Planning

Actual Demand | Projections

e When you are ready, click
“Confirm & Advance”
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Product Receipt

Actual / Est. Demand @ ] ] 1 60 60 60 60 60 60 60 60
Actual / Est. Inventory @ ] o e ] ] ] 1] ] ] e ] ArE you sure you want to Subm|t7 X
Model 8 You will not be able to lter these decisions after you submit.
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Product Receipt
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Actual / Est. Demand

©
®
©
©
©
©
©
©

Actual / Est. Inventory

SUPPLIER UNITS / MONTH BEGIN PRODUCTION
FarFarAway January -
SETUP
PRODUCTION HISTORY in thousands per month UNIT COST LEAD TIME CAPACITY COSTS
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
A4 |40 |40 |40 4040|0400 000 anes
4 60k 1
B 20|20 |20 20|20 |20 20 | 20 e @ o [ B$185 mo $1m
SUPPLIER
FarAway
PRODUCTION HISTORY in thousands per month
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
oe|o|e|o e e oo e|o]e
Q Q61D 3mo 60k 2m
B L L L L [ [ [ [ [ [ [ [ B$185
SUPPLIER UNITS / MONTH BEGIN PRODUCTION
PRODUCTION HISTORY  in thousands per month
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
alalolelelulnlu|o|nlnln]s BEEEE ., . i
B L] o L L] 5 5 5 5 5 5 5 5 $
SUPPLIER BEGIN PRODUCTION
B2 veryciose May -~
PRODUCTION HISTORY  in thousands per month
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Aloe|e|o|e|s|a|s|a|s]|s|[s]|s Asis omo 0k om

B ] o o o 5 5 5 5 5 5 5 5 BSES

The timeline advances, but nothing much

HARVAR happens before demand kicks in.

FBUSINES Click “Advance One Month”

YEAR 1 P
/" Design Room Actual Demand | Projections

in thousands per month

ili Forecasting Room

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
il Production Room Model A
Product Receipt @ 2] Q0 Q 60 60 60 60 60 60 60 60
Procurement
. Actual / Est. Demand @ 2] 2] ] 60 60 60 60 60 60 60 60
Suppliers
Actual / Est. Inventory @ 2] 2] ] 0 ] ) 0 0 0 0 0
Model B
% Scorecard Product Receipt @ 2] o ] 30 30 30 30 30 30 30 30
Year 1 Actual / Est. Demand @ o o 0 3 3 30 3@ 3 30 30 30
Profit: -$14,300,000
Actual / Est. Inventory @ Q Q ] 0 ] %) 0 0 0 0 0
Votes:

B Decision History Suppliers .




Do take note of the information
available with a click at the
bottom of the page.

Profit & Loss

Year To Date -~ Current Month - Stockouts & Inventory -~
Model A Model A Model A
Revenue $ 0 Revenue $ [ Profit $ 75
Markdown Revenue $ ] Cost $ 6,600,000 Markdown Profit $ -16
Cost $ 6,600,000 Inventory Cost $ 2} Monthly Inventory Cost $ 4.80
Inventory Cost $ ) Model B Projected Excess 0
Model B Revenue $ %) Model B
Revenue $ ] Cost $ 3,700,000 Profit $ 95
Markdown Revenue $ ) Inventory Cost $ 2} Markdown Profit $ -129
Cost $ 3,700,000 Monthly Inventory Cost $ 5.60
Inventory Cost $ ] Change Order $ o Projected Excess [’
Gross Margin $ [
Setup Cost $ 4,000,000
Celldex Cost $ 0
Change Order $ 0
Gross Margin $ 14,300,000
x
Change Order
Would you like me to issue a For a fee’ you can
change order? Because of the “ »
| difficulty of changing the Issue Change Order
production on these models, :zoon 1

our suppliers are assessing a penalty cost of $2,000,000
for this change order.

R Jan  Feb Mar Apr May | Jun Jul  Aug Sep Oct Nov Dec
gl Production Room Model A
Product Receipt @ ] 0 ] 60 66 60 60 60 60 60 60
Procurement
. Actual / Est. Demand @ ] 0 ] 52 52 52 52 52 52 52 52
Suppliers
Actual / Est. Inventory @ ] 0 0 8 16 24 32 40 48 56 64
Model B
Y Scorecard Product Receipt @ ] ] ] 30 3 30 30 30 30 30 30
Year 1 Actual / Est. Demand @ ] ] ] 33 33 33 33 33 33 33 33
Profit: -$40,070,000
Actual / Est. Inventory @ 2] 2] 2] Out -3 -3 -3 -3 -3 -3 -3
Votes:
B Decision History Suppliers -
SETUP
PRODUCTION HISTORY  in thousands per month UNIT COST LEAD TIME CAPACITY COSTS

L Eah M Anc M L Ll Qct N D
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Change Order

Would you like me to issue a
change order? Because of the
difficulty of changing the

It costs you $2,000,000 for EACH supplier
with whom you make a change order.

production on these models, Qoom Advance One Month mp.
our suppliers are assessing a penalty cost of $2,000,000
for this change order.
A\ 'ssue Change Order
AR TETETEEEETG TS Jan Feb Mar Apr May | Jun Jul Aug Sep  Oct Nov Dec
X A
Change Order ipt @ [ ] ) 60 | 606 60 60 60 60 60 60
Remember,youanreduceor 14 Minimum production across BOTH 52
| IECEEERELTERITEES - models is 60% of the COMBINED o
. for each supplier, but each ry .
charges this amount. You can original order for both models.
reduce quantities only to 60% of the original order you P
placed with the supplier. sipt @ [ [} @ 30 | 3¢ 30 3@ 3@ 3 30 30
Change the quantity of units produced each month in
- i ind @ ] 2] 2] 33 33 33 33 33 33 33 33
their respective input boxes.
ory © ] 2] 2] Out = =5 =& =& =4 =& =&
BH Decision History Suppliers —
SETUP
PRODUCTION HISTORY  in thousands per month UNIT COST LEAD TIME CAPACITY COsTS
lan Cab 0 May | L Qct Noy 0

When you finish the year, you can review your
financial performance. Then you meet with the Board.

Boardroom

= Introduction

YEAR 1 Financial Result

Congratulations. You have made
it through a year of production.
Review your financial
performance using the table on
the right.

/" Design Room

11 Forecasting Room
gil Production Room
2L Boardroom

Results

% Scorecard
Year 1
Profit: $47,685,500

Votes:

B Decision History

Meet With Board Members

Year 1 Results

REVENUES

Model A Model B Total
Sales
Markdown

Total Revenue

COSTS .
Your results will appear here

Production
Inventory
Total

Setups

Celldex

Change Orders

Total Cost

GROSS MARGIN

Gross Margin

Gross Margin %




You can use the buttons
here to navigate back and
review your decisions...
but there is no Undo.
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/" Design Room

1l Forecasting Room

gl Production Room

L Boardroom
Results

Review

Y Scorecard

Year 1

Boardroom

Board Review

Only when finished with the
Board can you begin Year 2.

Begin Year 2

Your company's board will now discuss your performance. Each board member has a particular area of interest and
will give you some advice in that area.

It pays to listen to your board members, as they will give valuable advice and look for improvements each year.

Good evening, my name is Mia, Chair of the Board. The purpose of this meeting is to review
" your performance.

Click “Next” to hear their feedback
and answer their questions.

Profit: $47,685,500 Mia Next >

Votes:
— &

s . -~ ,b\
B Decision History b 44 R ﬁ§ % ﬂ
B }
6 s il Y i
Mia Carla Ankit Matheo Adele
Chair Of The Board

Let’s Play

e Do NOT close or “refresh” the browser, otherwise your data for the current
year may be lost. Data are saved after completing each year.

* Each year you begin from scratch with new products and new suppliers.
* You can only sell products after the launch on May 1

* You must sell all inventory at a discount on December 31.
* Add specific but not lengthy strategy comments as you play.
*  You must complete all four years in order to qualify for the special prize.

Time budget to finish in TWO hours:

Year 1 (45 min)
Year 2 (30 min)
Year 3 (25 min)
Year 4 (20 min)

10



Debrief Questions

Design & Forecasting

How did you decide which options to choose?
How did you arrive at your forecasts?

Production

How did you decide which supplier(s) to use?

How did you determine the order quantities and timing?

Was it worth the extra $1 million for 3 month instead of 4 month lead time
for the far supplier?

Was it worth the extra $1 million for extra capacity (40 vs. 35) for the close
supplier?

How often did you use $2M change orders? Why?

Did you buy $2M market information? Why or why not?

11



