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PREFACE

WHAT IS MICROMATIC?

Micromatic is a computetbased model that simulatassmall manufacturing company. The product is
sold through retil markets to the general public in three different sales regions. Regian Be inthe

United States, Europe, or ChidRegion 3 is in Europethe currency isn Euros ( ;)if in Ching it is

Yuan (¥) The prices you charge for your products, the level of quality you build into them, plus how you
choose to promote them, are decisions you will constantly face. You will also have to decide whether to
make the products yourself or to stintract the manuéure of them to another company.

There are two versions of thdicromatic program,Micromatic Teamand Micromatic Solo In Team
Micromaticyou will be part of a group that will manage your company. Your company will compete with
other companies in the same marketplace that will be managed by other groups in your class. In
Micromatic Teamthe administrator processthe decisions that teanmsake regarding the operation of

their company after collecting the decisions from all the competing teams. After processing, the teams
will make a new set of decisions based on the results of those just processed. Eachrdaodion
represents three morstiof operations (i.e., one quarter of a year). Your administrator will determine how
many decision rounds you will play. The maximum numbekisChapter 1 will explain this decision

round process in more detail.

Micromatic Solois the playalone versionof the Micromatic Team The solo version places you in
competition with companies managed by the computer rather than by other groups in your class. The
computer uses logic developed by us to manage these companies. While your competitors will act
rationdly, they are not atknowing, perfect competitors. With practice, you can successfully compete
against these companies.Nticromatic Soloyou process the decisions for the companies. This includes
the decisions you entered for your company as well asetli@termined by the computer for your
competitors.

Your instructor can choose to operate kdibromatic SolcandTeamin either & fAbridgedd o Fu k!l @
mode. TheAbridgedmode presents you with the fewest number of decisions to make in a degigion

The Full mode allows your instructor to add decisions dealing is&hes such dsavinga sales force to
promote your product, expanding into another region, and issuing shares of stock in your company to the
general publicWe discuss the decisions ywill face in detail in Chapter 5.

UsingMicromatic TeanandSolg you will;
1 Decide your company mission, goals, policies, and strategies.
1 Develop skills in planning, organizing, staffing, directing, and controlling a business.
1 Make decisions in the areak
1. Marketing, including market research and sales forecasts.
2. Finance, including shoterm and longerm loans.
3. Manufacturing, including raw materials, production, scheduling, staffing, and
inventory control.
T Have the oppori dmi tqubysmeing asalesiestimatd and seeing what the
results of your decisions would be given this level of sales.
1 See the results of your decisions and have an opportunity to correct mistakes in the following
guarters of operation.
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WHAT ARE THE COMPUTER SY STEM REQUIREMENTS?

In order to use théicromatic web programs, you will need a computer withe of the following

browsers that igonnected to the interne€hrome, Firefox)nternet Explorer version 6.0 (with Service
Pack 1) or higher. If you experiendei f f i cul ty opening the progfam, y O
upo bl ockers and configure your browser to accept
use a printer so that you can generate printouts of your quarterly results.

HOW DO MICROMATIC TEAM AND SOLOWORK?

You work on a personal computer, entering your decisionivenscreens. You can review previous
guartersdé decisions and results either on the scr

After you finalize and submit youdecisionsfor a quarter ofMicromatic Teamand Micromatic Solo
operations, the decisions are processed either by your instructdfi¢fammatic Tear or by you (for
Micromatic Sold. The Micromatic Teamand Micromatic Soloprograms will determine the number of
products each comparsellsand produce a series of operations, marketing, and financial reports for your
company. The programs also rate the companies and rank them according to their perfeateasnce
revenue, income after tax, return on sales, return oityegeturn on assets, earnings per shanelstock

price
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USING THE MANUAL WHILE ONLINE

When you access thidicromatic Student Manual online, rather than a printed version, you have the
option to navigate quickly around thearm u a | using the AFindd feature i

(See arrow in Exhibit 11). If the Find feature isn't displaygdss CTRL + F oselect the View option in
the menu bar, then the Tools option, and then click on "Find".

Exhibit A.1
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CHAPTER 17 OVERVIEW

WHAT IS MICROMATIC?

Micromatic: A BusinessSimulation offers students of strategic management (business paliclysmall

business managemenmte(v venture managementhe opportunity to integrate the variopieces of the
business curricul um. I't also introduces students
as spreadsheet cal-icubascenariecesmpferafnwhakt analys
and lineof-business competite analysis.

Micromaticis not planned for any specific product or industry. This vagueness is intentional and allows

the game administrattro model di fferent el ectronic products.
from being based on the knowotions of any real company. The simulation has been developed to afford
youa planned, systematic | earning experience in i

schools. Aiding in this attempt are the instructor, who plays many roles frongemaat consultant to
labor representative; this manual, which explores in detail the rules and optiblsradatic and the
model itself.

Your instructor caimmodify Micromaticd sompleity by varying the number of decisions yoanfrontin

a decisiorround. When operating inhie fiAbridged version Micromatic presents you with the fewest
number of decisions to make in a decisionnd By contrastMi ¢ r o mig&ulléd veréianallows your
instructor toaugment thesdecisionswith others thayou might haveto addressThesedecisionsnclude
whether to adda sales force to promote your produekpandsales of your producinto another
geographiaegion, anfbr issueshares of stock in your company to the general public. We discuss the
decisions you wilface in detail in Chapter 5.

Students can use complex technigqueesh asstochastic models, preserglue analysis, information
systemsandlinear programming to aid theitecisionmaking Moreover, since the teams themselves set

the competitiveenvironment, no optimum solution exists. Each play of the simulation is different, and the
results will vary greatly depending on the background and level of the players. The game literally takes on
their personalities.

Micromatic offers many opportunitieand situations for applying numerous modern decigiaking
techniques. Students compete with each other in the Team Version, and with cenamaged
companiedn the Solo Version. Players of the simulation learn the importance of integrating operating
schedules and reports in a logical manner in order to make sound de@simientdearn rapidly that

they can reduce their total decisinraking time by keeping records and reports conscientiously. Through
all this,you come to appreciate the benefitpbper use of an information system.

Micromaticis unique in that it represents all the functional areas of a business entity. Since production,
marketing, human resources, and finance functions exist in the simulation; participants face the real
problemsof allocating resource¥.ou learn very quickly thayou mustcoordinate the functions and that

they may not reach their predetermined goals if any function is maximized at the expense of the others.

Finally, the decisions in each period of the simulatioa influenced by what has happened in the past

and forecasts of what will happen in the future. Because of this, each team must learn to live with
previous decisions, good or bad. The advisability of changing a plan even after you have committed
yourselfbecomes apparent, especially when a series of bad decisions has been made. The fact that the
players constantly face a deadline makes for a realistic decig&ing environment.
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Micromatic will allow you to put into practice the knowledge you have a@gliin your previous
business studies. You will practice and develop your skills in problem solving, teamwork, and human
relations.Micromatic will help you see the relationships among the different areas of a business, for
example, how marketing and opting decisions affect the financial side of the business. You will
develop your analytical skills acquired in the functional regions to deal with problems of total
organization. You will make decisions under conditions of uncertainty, usually with laskffafient
information. Through all this, we hope you will come to a better understanding of the central significance
of policy and strategy to the tdpvel managers and their organizations.

Micromatic is a challenging exercise. You will probably discovdrat your weak areas are in your
business studies. You may have to review your accounting and finance books to reacquaint yourself with
concepts and to develop new skills. You can build your own spreadsheet models and use statistical and
other analyticaltools to gain a competitive edge for your company in yblicromatic industry.
Micromatic should test your knowledge and skills, your motivation, determination and perseverance. We
hope thathis simulation gives you some of the fun and excitement ofimgranreal business.

Remember you are in competition with the othtcromatic companies in the simulation. Hard analysis
usually beats intuitive gamblers. Gambling is easier, but a sound strategy wins the simulation exercise.
Success in the beginning ¢t game can quickly evaporate as your luck runs out. You may feel confused
when you begin the simulation, but remember that your competitors face the same confusion. Learn the
rules quickly. Good time management and teamwork should improve your chasoesess.

Learn from your mistakes and capitalize on your successes. Analyze what went wrong. Deal with the
facts, not gut feelings. You could end up learning more from what you do wrong than from what you do
right.

MICROMATIC TEAM VERSUSMICROMATIC SOLO

In Micromatic Team you manage a company that competes against other companies run by students in
your class. Each studenin company operates in the same marketplace and competes directly with other
studentrun companies. IMicromatic Team the adminigtator processs decisions that students make
regarding the operation of their companies after collecting decisions from all participants.

Micromatic Solois a playalone version oMicromatic Team Rather than vying with other studemn
companies, you copete against senmtelligent companies managed by the computer. While these
computefrrun companies act rationally, they are notkalbwing, perfect competitors.

Micromatic Teamand Micromatic Soloare programs that simulate many of the decisions indoine
managing a small companYour assignment is to manage the operations of your company, acting as a
chief executive responsible for all aspects of the business. The decisions you make will include setting
strategy for the company, determining the patun and marketing of the products, financing the costs

of the marketing and production operations, and the purchase of competitive information. Practicing with
Micromatic Teamor Micromatic Solowill sharpen your managerial skillslanagers are inherepthction
oriented.Micromatic TeamandMicromatic Soloprovide you with the opportunity to put what you have
learned into action.

Depending on the objectives your administrator has for using this software, you may use one or both of
the Micromatic programs If your administrator chooses to use oMicromatic Teamyou can still use

this manual and software to work williicromatic Soloon your own. Practicing witiMicromatic Solo

will sharpen your managerial skills for working witkicromatic Team
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Whichewer simulation you use, your assignment is to manage the operations of this company, acting as a
chief executive responsible for making decisions about all aspects of the business. The decisions you
make will include production and marketing of the produfiteancing the costs of the marketing and
production operations, and the purchase of competitive information.

You will compete with other companies selling si
computer will process your decisions and those of the other companies and provide reports regarding how
well each company performed. Thiicromatic softwarewill use your decisions and the decisions of your
competitors to determine how many sales each company made during a quarter (i.e., three months) and to
provide operations, marketing, and financial reports for your company. You will manage your company
forsever al qguarters, analyzing the results of weach
operations.

What follows is a discussion of how the twhicromatic simulations work. As we discuss each of the
three stages for working with the twwograms, we will point out the similarities and the differences
betweerMicromatic TeanandMicromatic Solo

HOW THE MICROMATIC TEAM AND MICROMATIC SOLO SIMULATIONS WORK

The Micromatic Teamand Micromatic Soloprograms contain mathematical formulas aets of rules.

These formulas and rules allow the program to simulate, or imitate, the outcomes that a business decision
would have in the real world. So, for example, kfieromatic TeamandMicromatic Soloprograms can
determine how a [ddengifactey Bysthe pricd that it sets for its product when
compared with the prices of its competitorsodé prod

You will make approximately 100 decisions to manage each period of operation foMiwamatic
Teamor Micromatic Solocompany Each period of operation represents one quarter (i.e., three months)
of a calendar year. You begin managMicromatic operations in Quarter 1 and can continue to make
decisions through Quarter 16. Just as you would if you were managing an actuakhersiegsise, your

goal is to manage yowicromatic company as efficiently and effectively as possible. As you progress
through each quarter of operation, you should work to improve your performance by analyzing your
results and identifying your mistakes.

Ml CROMA TTHREESTAGES IN A DECISION -ROUND

There are three stages involved in working withNheromatic simulations. They are (1) the Forecasting

Stage, (2) the Processing Stage, and (3) the Results Stage. In the Forecasting Stage, you engetodecisio
test Awhat 1 fo assumptions and then modify those
think are the best. In the Processing Stage, an administrator program assesses the decisions of all
competitors to determine market share adions for each company and the consequent profitability of

each company based on its operational performance. In the Results Stage you respond to the results of the
processing of your decisions, | oo ki ngsusdotecagteslur cor
performance. You then use your analysis in a new Forecasting Stage as you begin the next decision
round.

The Forecasting and Results Stages are identical for bothlithematic Teamand Micromatic Solo
programs. There are no differencedviieenMicromatic TeamandMicromatic Soloin the decisions you
make or in how you enter those decisions. Nor are there any differences in any of the reports (e.g.,
Income Statement) that are generated by your decisions. The difference between theidws oktlse
simulations occurs in the Processing Stage. This is because of the differing nature of the competitors
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between the two simulations. Micromatic Teanyou will compete against companies managed by other
participants in the simulation exercide.Micromatic Soloyou will compete against computaranaged
companies. Next, we will discuss each of these stages in detail.

The Forecasting Stage

In the Forecasting Stage, you will make decisions regarding (a) marketing (e.g., pricing and promotion of
your products), (b) manufacturing (e.g., how many units to produce or whether to have your products
manufactured by a sutpntractor), and (c) financing (e.g., requesting a loan to pay current bills). Once
you have entered your decisions, you can lookoagcastedreports for your company based on the
decisions you just entered. You can view thiesecastedeports using the Reports option on the Menu

bar. (We explain how to do this in Chapter 5.) After analyzing these reports, you can enter new decisions
to try to improve yourforecastedr e sul t s . Entering new deci-isfiions w
assumptions and then modify those decisions until you enter the set of decisions you think are the best.
You can enter new decisions as often as you likerbefou choose to process your entries. There is no
limit to the number of times you can enter new decisions. The last set of decisions that you enter and save
will be used in the Processing Stage.

The Processing Stage

Once you are satisfied with the d&goins you have entered, you will process those decisions and move to
the next quarter of operation (e.g., from Quarter 1 to Quarter 2). Once your decisions for a quarter have
been processed, you cannot alter your decisions or the results for that ¢lantarext set of decisions

will be for the next quarter of operation and will be based on the results of the quarter of operation you
just completed. For example, once your Quarter 1 decisions are processed, your next set of decisions will
be for Quarter 2egardless of how much you would like to change what you did in Quarter 1.

Having to live with the decisions you have made is a part of organizational life. For example, the
marketing team for Wallart may use a model to test the effect of varying pgicitnategies (e.g., higher

price, but fewer unit sales) on profitability for the company. They will likely test many variations to the
price versus sales tra@é. However, once they make the decision on the price of a product and the
advertisement has muin the local newspaper, it is impossible to change the price (and the consequent
sales results) for that advertisement. All Wadrt can do is to make a pricing changenextwe e k 6 s
newspaper ad. So, once you choose to implement your decisions ¢icesspthe quarter), you will also

have to live with the consequences of those decisions for that quarter and make adjustments in your
decisions for subsequent quarters.

As stated earlier, it is in the Processing Stage whtoeomatic Teamand Micromatic Solo operate
differently. Because of this difference in who are your competitors in the two versions of the simulation,
we will discuss how the Processing Stage works for each of the two versions of the simulation, separately.
First we will discuss how dé&ions forMicromatic Tearnare processed. Then we will explain the method

for processing decisions when usiMiromatic Solo

Micromatic TeamProcessing In Micromatic Teamyou are usually part of a group organized to manage

your company in competitiowith the other groups in the class. Each group will manage a separate
company that will compete with the other groups in the same marketplace. You are not in competition
with the computer. The computer 6s fpamesguicklyrandi s | us
to provide reports that show the results of those decisions. There can be fro@5Zdmpanies

competing in the marketplace. The number of competitors will depend on the number of people in the
class. InMicromatic Team the administrer processs the decisions that teams make regarding the
operation of their company after collecting the decisions from all the competing teams.
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As stated earlier, when forecasting, you can modify the decision you enter as often as you like. It is the
final set of numbers that you entered and saved when you log off that become your decisions when
processing a quarter. Your administrator will useNleromatic TeamAdministrator program to read the

decisions you and other teams have entered. Once &k afecisions for a company have been read into

the administratoro6s progr am, the administrator wi
performed in that particular quarter.

Once your administrator has processed a quarter, you cannotithiéeryeur decisions or the results for

that quarter. Your next set of decisions will be for the next quarter of operation and will be based on the
results of the quarter of operation you just completed. For example, once your administrator has
processedhe decisions for Quarter 2, your next set of decisions will be for Quarter 3 regardless of how
much you would like to change what you did in Quarter 2. You cannot turn back the clock in the
simulation anymore than you can in real life. When working wifcromatic Team once the
administrator has processed your decisions, you must move to the next quarter of operation.

Next we will explain how to process the decisions for kieromatic Solosimulation. Notice how
changingyour competitionfrom other participanmanaged companies to computesnaged companies
simplifies the method of processing company decisions for a quarter of operation.

Micromatic_Solo Processing Micromatic Solois the playalone version oMicromatic While other
stucent teams are your competition Micromatic TeamMicromatic Solowas designed so that your
competition isfive semiintelligent, computemanaged companies operating in the marketpMteen
working with Micromatic Soloyou will always manageCompany #1.While your competitors will act
rationally, they are not aknowing, perfect competitors. Whether these compuk@naged competitors

are tougher competitors than the participaainaged companies that you experienddisromatic Team

will vary dependingon the participants managing the companies Mi@omatic Teamindustry. We
designedViicromatic Soloso that you can establish a competitive advantage in the industry as you work
with the program.

Having the computer manage the companies you compete wiMicimmatic Solosimplifies the
procedure for processing your decisions. Instead of the administrator processing the company decisions as
he or she does iMicromatic Team in Micromatic Solothe computer makes the decisions for the
competing companies. Consequently, whenever you have completed your decisions for your company,
you can process the decisions yourself for all the companies in the inddistrymatic Soloeliminates

the need for an adinistrator to collect and process the decisions of the companies operating in an

i ndustry. This allows you to play the game by yoc
schedule Micromatic Soloallows you to work with the software without hiag to wait for decisions

from the competing companies, nor wait for an administrator to process company decisions. In addition, if
you perform poorly against the computer competitors, you can stop playing the current setup and start a
new competition quikly and easily.

Once you are satisfied with the set of decisions you have entered, you can process those decisions and
move to the next quarter (e.g., from Quarter 1 t
Quarted o pt i dGameanntlte®enu bar. Processing thguartercommits you to the last set of

decisions you entered. Once you have processed a quarter, you cannot alter your decisions or the results
for that quarter. Your next set of decisions will be for the next quarter of opesatibwill be based on

the results of the quarter of operation you just completed. For example, once you have processed the
decisions for Quarter 1, your next set of decisions will be for Quarter 2 regardless of how much you
would like to change what youdlin Quarter 1.
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The only exception to this is if you decide to use the Restart Game optionGardeon the Menu bar.

Using this option erases all results for all previous quarters and returns you toityalustarting position

at the beginning of Carter 1. It does not move you back to the preceding quarter. Selecting this option
will delete the current game data and you will begin again at Quarter 1 with a new setup. When you start a
new gameMicromatic Soloresets the initial set of costs for tbempanies operating in the industry and
creates a new industkyide demand for the two products you are selling. The program also sets the
weights for the performance criteria reported in the two performance reports. Finally, it sets the relative
importane of the marketing variables for determining the market share captured as a result of marketing
efforts by your company and your competitors. For example, the influence of newspaper advertising in
determining sales may have increased, or decreased. Dxeleot this option unless you are ready to
accept a completely new start up situation for Quarter 1.

The Results Stage

Once your decisions have been processedyiibematic programs will provide reports that show how
well your company performed in contiimn with the competing companies. The programs will
determine how many sales each company made based on their marketing efforts relative to the
competition and will provide individual operations, marketing, and financial reports for each company.

You will use the results of the quarter just processed as the basis for your decisions for the next quarter of
operation. For example, maybe in Quarter 1 your gocanicromaticswas too high compared to your
competitors. If this resulted in an increase afslhed goods inventory for that product, your Quarter 2
operations will reflect the cost of carrying that extra inventory. It would be up to you to adjust your
pricing of micromaticsin Quarter 2 to avoid repeating the problem in Quarter 3. In other wardsyill

use your analysis of the results of a quarter that was just processed to guide you as you make adjustments
in your decisions and forecasts for the next quarter of operations. So once you have processed a quarter
and analyzed the results, you witurn to the Forecasting Stage and repeat the-itage sequence.

HOW TO APPROACH THE SIMULATION

Management is a blend of art and science. This means the process of managing requires working with
both the facts of the situation you are facing and with your intuition regarding how to succeed in that
environment. Emphasizing one of these at the expehtdee other makes you a less effective manager.

Intuitive problemsolvers make decisions without considering all of the data available to them. They are
more concerned with their Agut feelingsoestithan wi't
in decisions that are ineffective in resolving the problems faced. By contrast, psdiiers who rely

completely on facts tend not to consider the aspects of a problem that cannot be easily reduced to
numbers. Certainly you cannot quantify evhimy that contributes to the resolution of a problem. This
approach, t hen, al so | eaves o0 utMicrenelc wik gvampoome nt s o
chance to develop and practice both kinds of managerial thinking. Although you must work with the
detail of the numbers generated in yddicromatic reports, you must also get a feel for the total
simulated business environment createdvligromatic. Learning to manage both of these dimensions of

a problem will make you a more effective manager, nd¢ ohyour Micromatic company, but also in
subsequent business experiences you encounter.

Many coll ege participants dislike working in a gr
In fact, groups working with 8icromatic Teancompanyface almost exactly the same problems that a

work group in any business organization has to face. Managers do much of their work in a business
organization in teams. Working with a group of individuals requires learning how to manage competing
individual id e a s and egos while successfully accompl i sh
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experience in the modern organization. It is also a necessary element in successfully managing the
Micromatic Teamsimulation. In business, as in tiicromatic Teamsimulato n each partic
knowledge, motivation, determination, and time available to devote to the circumstances faced, affects the
success of the enterprise. Learning to work together, cooperatively, as peers, is a critical ingredient for
success in any buess enterprise.

One of the keys to being successful in an enterprise is to learn how to use the talents of others. The Team
version wil. provide you with a #dAplatformo for
Remember, all the evidence simthat managers who try to do it all by themselves, limit the growth and
success of their business. So WMderomatic to polish your skills at leveraging the expertise of the
management team, of which you are a member, to build a successful company.

PURPOSES OFMICROMATIC TEAM AND SOLO

Working with Micromatic TeanmandMicromatic Solowill help you to:
1 Experience issues involved in managing a business.
1 Understand the importance of a business plan in guiding business decisions, including;
1 The importance foplanning to develop a common vision and coordination between the
marketing, operations, and financial areas of a business, and
1 The need for planning as you make tactical moves to react to changing conditions,
Develop skills in planning, organizing, staffing, and controlling a business,
Understand the relationships between financial statements such as the cash flow statement, the
income statement, and the balance sheet, and their tie to the operational reports,
Acquire experiences to aid your comprehension of issues presented in entrepreneurship courses,
Understand the relationships between marketing, operations, and finance,
Experience the dynamics of marketing against constantly changing competitor pasitiotie
need for market research, and
Understand the operational issues of production, inventory control, plant andfoneek
utilization, scheduling, and cost control of manufacturing operations.

=a =4

= = =4 =4

TIPS ON SUCCEEDING WITH MICROMATIC

The following are sme tips to help you when you are working witicromatic

1 Manage your time efficientlyLearning how to manage time is a primary concern for any
manager. It affects success in any business. There will never be enough time to do all that you
would wish to @. Determine what issues to focus on (set priorities). Staying focused on these
issues (efficiency) will have a significant impact on the effectiveness of the decisions you make.
Working with eitherMicromatic Teanmor Micromatic Sologives you practice ananaging this
critical resource. Developing good tim@anagement skills will increase your chances of success
in your business career.

1 Manage your business; do not guess at your decisms can either manage your company or
guess when making decisiomsgarding the future. Managing the business involves having
company goals, plus plans and strategies for meeting those goals. Use these goals, plans, and
strategies to guide your decision making. Guessing leads to making decisions randomly and
without anyconsistency over time. This may be easier and more fun in the short run. You may
even initially get better results than your competition. However, in the long run, if you make your
decisions by guessing, you will not be able to outperform your compefliog.is because you
will not understand what you did that was correct and what you need to change to improve your
position in subsequent quarters. Nor will you be sensitive to changes that your competitors are
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making or to changes in your economic climdiéeromaticis the kind of project where the more
effort you put into it, the more you get out of it.

1 Learn from your failures as well as your succesMemagers must always deal with their own
and ot hers6 mist ak eMicromatitdenot giyeoyourthe tesultsiyai plannesl i n
for, or they are not satisfactory for the let@gm success of your company, analyze the results to
see what you should do differently next time. A successful manager learns how to capitalize on
success, recover fromsit a k e s, and move forward to i mprove
often learn more from what you do wrong than from what you do right.

1 Do not worry if you are confused at firdParticipants are often confused when they begin
working with theMicromatic programs. Remember, this is most likely a new form of learning
experience for you. Working with a simulation requiagplyingyour knowledge and skills to a
business operation rather thisteningto a lecture about the knowledge and skills needed to
operate the business. It is a fundamental change to move from hearing to doing.

1 Watch videodutorialsunder theHelp Menu After you register to usklicromatic and log into
the program, théndustryCentral panel willappear. Click on thelelp menu andhen the Video
Tutorials option (see arrow in Exhibit 1.1) to learn about making decisions, viewing reports, and
understanding your status as you view the results of your decisions after they have been
processed.

1 Exhibit 1.1

Navigation

Help for this page
Industry Central Search
FAQ

Welcome back Zach

TEAM PLAY Student Getting Started
Student Manual

Video Tutorials eoe Making Decisions
< Viewing Reports
Understanding Your Status
' ~ | Help

Team 1 Solo
Quarter 1 of 16 Quarter 1 of 20

You can also access theddeos at the Oak Tree Simulations web sitg\v.oaktreesim.comn

Click on the link for students The | inks for the video tutori al
block (see arrow in Exhibit 1.2Do not miss oubn the learning you can achieve by watching

these video tutorials.
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1 Exhibit 1.2
OAKQ TREE
SIMULATIONS

STUDENTS SUPPORT ABOUT US CONTACT US [

Micromatic Business Simulation: Students

New to The Game? Returning Players

Register and play today Micromatic Quick Start Guide

Need help creating your account? Making Decisions in Micromatic Solo

Micromatic Quick Start Guide Viewing Micromatic Reports
Understanding How You Are Doing
Micromatic Full Manual

To play Micromatic you will need to first register. Register and play today! (Internet Explorer
6.0 Service Pack 1 or higher required.) If you need help creating your student account or
with purchasing Micromatic view this tutorial

As with any new experience, it can be confusing and a bit overwhelming at first. However, after you
make two or three sets of decisions, you should feel familiar withutee ofMicromatic and become

more comfortable with learning through active application rather than passive listening. Your willingness
to invest the effort to learn your new environment will have a significant impact on your ability to
outperform your conpetitors.

This exercise also replicates what you will experience in the world of business. Managers face a
constantly changing business environment. Their ability to understand quickly new business situations
significantly affects their personal and orgaional success. You have only to think about the changes

in computer technology you have witnessed over the past few years to recognize the importance of being
able to adjust to changes around you.

HOW TO USE THIS MANUAL

Read this manual thoroughly, todo not try to memorize it. Instead, read to get a sense of the business
environment created by the simulation. Then, as you wotk Micromatic, refer to the appropriate
sections of the manual for specific information.
much of the information supplied by this manual. For example, you can view the costs of operating the
business and the timirgpquences between events (i.e., time lags between when you make your decisions
and when you will experience the results of these decisions) through the Menu bar in the program. We
will explain how to do this later in this manual.
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CHAPTER 2717 THE MICROMATIC BUSINESS ENVIRONMENT

This chapter will provide a description of thdicromatic business environment. It will describe your
companyés history leading up to you taking manag
products and its manufactugrcapacity, as well as the marketplace in which it operates.

In the Micromatic simulation, all companies start from an identical position. This means each company
has the same amount of cash and ot her @gudyelh s, as
addition, each company also has the same inventory, plant capacity, number of production employees,
and the same company history. After the first quarter, all of that will change as a consequence of the
decisions you make. Thdicromaticcomparies all manufacture the same kinds of products, and compete
against each other for customers. So, after the first quarter, companies will have different market shares
and will be in different financial positions. Whether your company develops a strorsjf@srpcelative to

the other companies in your industry will depend on your ability to manage your company better than the
competing companies.

This chapter describes your companyds history and
that youare reading the description of the current position of the company you will manage, regardless of
the company number.

If you are working with théMlicromatic Teamsimulation, you will be assigned to Company 1, Company
2, Company 3, and so on up to the maximum number of companies operating in your iffdusirgre
working with the Micromatic Solosimulation, you will alwaysmanage Company 1.

THE Q1 SCENARIO

Along with several other people, you have been hired for a management positoklianomatic
company. Your gener al management task wild.|l be to
competitive advantagdlicromatic competedead to head with other companies in the same industry, so
competitorsdé decisions affect your companyods perf

Micromaticb s st ockhol ders purchased the company and th
with the results of previous managemt 6 s pol i cies and decisions. At
stockhol der s have al so gr own di ssatisfied wi th
improbable thing has happened: all the companies have the same history, all are startsapat gant,

and all sell the same product in the same market. So we can say that the history and present situation of
theMicromatic Company represesall the other companies in the industry.

COMPANY HISTORY

C. W. Scott founded thBlicromatic Company. he company produces and sells micromatics, a small
consumer product. For purposes of distussion ofthe i mul ati on, we wondét defin
but your instructor may choosetodoso Scott di dndt have @aiocranatgsltndmoney |
establish a busine®y himself,so he approached several friends for the necessary financial backing. His
friends were highly interested. They made a preliminary survey to determine the market forecast of
micromatics. They also did an analysis of tleeessary production methods and costs.

Scott and his investor partners formed a corporation. They issued a total of 160,000 shares of common
stock valued at $10 per shafehey decided that the compangutd choose betweemanufacturing
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micromatics by puwhasing the raw material components and assembling them to make the products or
sub-contracting their production to otheBcott became the first presidenthicromatic.

The company staetl operations in Quarter @ith a manufacturingplant warehouse sales, and
administrativeoffices in Region 1, plusvarehouse and sales offices in RegionM&cromatic s are
assembled in Region 1 by a uniafiiliated production force that operates in thpsgson crewslf your
instructor so chooses, you may also hdneeopportunity to market, sell, and produce in Region 3, either
beginning in Quarter 1 or in a later quarter.

After one quarter of operation, Scott decided to devote his time to new inventions and turn over the
companyo6s oper at i oream.Ybwarea mendaey of that neavgeanme nt t

COMPANY POLICIES

Micromatic 6 s Board of Directors has established S 0 Me
management team:

A They do not want to expend r esouRaegenslatd® widhx pand t
the possible exception of Region Bhe directors think the demand for the product is expanding in
thesemarkes, and they wanyouto focus your efforts there

A The directors want to retain the company policy of selling its product by imgrgvisduct image
through enhancements in product quality and featuides ®ffortsare to besupported by local and
trade publicationsas well as through advertisingonthewtlh your i nstructords di
also be allowed to add a sales foto your marketing efforts, either in Quarter 1 or in a later quarter.
Previous management considered relying on wholesalers, retailers, andrdeailoutlets for
mar keti ng, but the board believes t hafftowotk woul d
with retailers. The market characteristics of each of the regiaysliffer.

A Past Micromatic company policy has been to ussisting production technologywith its
acknowledgedconstraints. While the assembly equipment requires only semekikmployees, it
demands a specific crew size of three people per crew. At the time Scott started the company,
equipment that would allow different crew sizes was only in the development stage. It may become
available during your tenure as a manager otctivapany. If it does, your instructor will inform you
of the equipment options available for you to purchase company has had few problems hiring
new employees, but it has been faced with some rigid labor practices. The turnover rate is comparable
to that of other businesses in the community.

A Micromaticwill rely on only one supplier of raw materials. The company has not been able to interest
ot her suppliers because of technical probl ems ar
to make it vorth theother potentials u ppl i er sdé t i me. The quality of
excellent; the price of the raw materials is reasonable, and order delivery has beerAlimelgh
there have periodically been some shortages in the number of units delivered, the Board has decided
this doesné6ét happen often enough to initiate a ¢

A The directors have agreed that the compasy f i ramangementg wilstay the same. The
company was financed initially through subscriptions to shares of stock. Additional financing has
been done using loAgrm debt in the form of a bond issue and shkemin notes. The company has
good relationships witfinancial institutions, so it can obtain monesing a shorterm line of credit
reasonably easily. The company has had high accounts receivable because the industry has lax cash
payment practices, with only 50 percent being collected in the quarterAs@hpts to tighten up
have had negative results. The board of directors has agreed that the company will have to follow
current industry collection practices.
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YOU AND COMPANY MANAGEMENT

Although the policies and rules set by the board of directors lienitin actions you can take, you and
your management team still have considerable latitude to set the strategic direction for your company.

Your management teambs decisions wil!/ be based on
thekindsofuesti ons youdoll need to consider.

1. What strategy should you follow to gain an advantage over your competitors?

2. How much should you spend to obtain informat.

activities, and miscellaneous future competitive #odis?

3. How much sales promotion should you havel daow should it be allocated?ow do these
allocations relatéo the sales pricend qualityyou chose?

4. How many units should you produce, how much material should you order, how many employees
should youhire, and where should you warehouse your micromatics? Certainly your decisions
should include analyses of inventory levels.

5. How large a production capacity should you havel where should it be locate¢fdow should
you handle variable demand?

6. Howshouldy ou di stri bute the companyds earnings?

These questions should give you an idea of what Yy
decisions you will need to make or how often you will need to make decisions. Some decisions, such as
those regrding plant constructions and leasing decisions, you will make infrequently; you will make

ot her s, such as hiring decisions, each quarter. |
detailregarding this

A WORD ABOUT MANAG ING YOUR BUSINESS

Your course irnbusinessnanagement will provide you with the tools to use in formulating and executing
your game plan as well as in condagtindustry and competitive analyses. In fact, many of the business
courses you have had will be useful in mastekitigromatic

You are operating a fegrofit firm so profitability will be used as one of the criteria for performance
evaluation. Other measures that relate directly to profitability (e.g., ROS, EPS, ROA, EVA) may also be
used. In addition, you will have germance criteria that are related to achieving profitability. For
example, in the marketing areas if you are a volonented firm one would expect to see market share

as oneof your performance criterid. n t he producti on ar teategy, odeenmpgatn di n g
have efficiency as a criterion. Thugur overall performancevill be evaluated with reference to the

overall goals and strategy gbur firm. The game administrator will share with you the exact financial
measures used to determine standings before you start the game.

You will receive information on your performance relative to your competition on a number of measures.
These will includesales revenue, income after tax, return on sales, return on equity, stock price, and so
forth. You will receive this information for the most recent quarter of operation, as well essthies you
produce over the entire simulation.

Micromatic providesan opportunity for you to practice dth
diagnose situations from a strategic perspectieromatic also provides opportunities to conduct

industry and competitive analyses and then to watch your analyses urdaléatiime situation. Making

decisions for shontun results without investigating the internal and external competitive environment

will give you disastrous results. To win, your team must formulate a powerfuttéomgstrategic plan

and then executéhat plan skillfully. You should try to learn from your mistakes; people who do so
generally finish high in the standings. Focus on the-toimgview.
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Decisions about what kind of team and company you are going to be are critical to yoterihong
successkFor example, are you going to be higtice, high nargin, or low price, low marginAre you

going to finance intmally or with equity or debtAre you going to take advantage of opportunities to

buy in quantity, or are you going to strive to have minimuagentories in order to reducest? Your
decisions on these and other strategic positionin

The company you are going to manage will be driven by several competitive factors: first, thenlpeg
demand forecast; second, the cost of capital; and third, and the competitive positions your competitors
take. Thus your team should keep up with the external factors that will affect your own performance. For
example, if you try to decide to use a high pridgh margin strategy, and the industry goes in the other
direction; you will find it tough to compete. But if the industry shifts to a pure commodity market, then
you should have an opportunity to differentiate your product significantly and so gain staaket Due

to the dynamic and interactive natureMitromatic, it is the players (company teams) who determine the
nature of the competition and not the simulation.

HOW THE SIMULATION PROCEEDS

You and the other students in your class will be diviodd management teadghus you will be a
member of a team of top executives managing your enterprise. You will be making strategic corporate
decisions on overall growth, market orientation, operating philosophy, corporate objectives, and the like.
Specifially, you will be making strategic production, marketing, and financial decisions.

You will make decisions quartéy-quarter, beginning with Quarter 1. (Each quarter lasts three months
with Quarter 1 representing January 1st through March)3fst will, of course, have to begin where
Quarter 0 left off.

Because many of the people who normally interact with a company will not be available during the game,
the game administrator will fill their roles. The administrator will help you learn the game antbhow
manageyour companyHe or she may also act as a banker or broker with whom to negotiate for money,
as a union leader, as a board member, and so on. The administrator will also supply you with additional
information at different points in the simulatio

Foll owing each quarterds decisions, you wil|l rec
reflectthe results offour decisions, as well as any competitive information you might have ordsdred
your leisure, you cawmiew the results on yaumonitor, or you can print a hard copy of any or all of the
results. You will then use these reports as a bas

Your instructormay gr ade each q weurannal pesformamceyaut instsucta maly/ o r

also ug cumulative performance on key criteria for grading purposes. Grades are based not only on your

own efforts but also on those of your entire team. This is a simulation of realistic business practices and

an actual test of your managerial skilsandabji t o wor k in groups. I'n addi t
depend on the decisiso f a | | the other teams; because they ar
fortunes will rise and fall in relation to theirs.

Read tlis manual thoroughly, butuseitman |l y as a ref erence: donét try
stuck, a quick rereading may help you to get Aun:
understanding of something that previously seemed insignificant. The more you put inkertisee the

more you will get out of it. Most important, have fun!
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CHAPTER 371 GETTING STARTED

REGISTER TO USE THE PROGRAM

If you havenot registeredto usethe Micromatic programsgo tohttp://www.oaktreesim.com/micromatic
andselect he fACreat e a 4Seeardow mEXhiEtS8.t)ount 6 | i nk
1 If you previously registerettd useMicromatic, go to the web sitevww.oaktreesim.com/micromajic
After the Welcome screen opens, enter your username and password. Then go to Chapter 4 for
directions on how to work with thdicromaticprograms.

Exhibit 3.1

Welcome to Micromatic: A Business Simulation Game « Version 4

This is Version 4 of Micromatic. Version 2 is also available at http://oaktreesim.com/Micromaticva.
Contact your instructor to be sure you are using the correct version of the simulation.

Username

Password

qcreate a student account
Getting Started Help » Full Student Manual

Forgotten Your Password?
Want to setup your account and start playing Micromatic?
Need More Help?

Interested in Business Simulation Games? Visit Ozk Tree Simulations

Thenselecteithertheopt i on t o vi ew @&dtingiSthreed (see arrova in Exhibite8.2)on i
Each of thesprovides you withstepby-stepdirectionsto guide you through the registration process

Exhibit 3.2

Micromatic: A Business Simulation Game Version 4

Create an Account (Step 1 of 3)

This is Version 4 of Micromatic. Do you need a different version?

 Version 2 is available at http://oaktreesim.com/MicromaticV2

Contact your instructor to be sure you are using the correct version of the simulation.

Do you need help creating your student account or with purchasing Micromatic?

QV@;. the Online Tutorial OR Read the Micromatic Getting Started manual.

= indicates a required field.
* First name

Middle name
* Last name

= Email

(Username and Password must be between 4 and 16 characters long)
* Username

* Password

= Confirm Password

=

TROUBLESHOOTING

If you experience difficulty registering to ysgening or working withthe program,
A Turn off-upoybflRpokRers and configur elfyguoneed br ows
assistance with this, go tbttp://webmaster.info.aol.com/cookieguide.htfolr directions o©
initiate a search for fAHow to enable cookieso
A Make certain that you have started Micromatic directly fromternet Explorer version 6.0
(with Service Pack 1) or higherDo not launch the program from inside anotipeogram
environment such as BlackBoard or use a different browser such as Firefox.



http://www.oaktreesim.com/micromatic
http://www.oaktreesim.com/micromatic
http://webmaster.info.aol.com/cookieguide.html

Micromatic Student Manual v41l 15

CHAPTER 47 WORKING WITH THE MICROMATIC PROGRAMS

This chapter will detail how to work with the various features ofMleromatic programs. If you have
not done so yet, go to thdicromatic web site(www.oaktreesim.com/micromajicAfter the Welcome
screen opengnter your username and passwdésdcreen like that shown in Exhibit1 will appear on
your monitor.This is the Industry Central scregmour starting point for working wittMicromatic Take
notice of the menu bar at the top of the scrééa will discuss the Navigation and Help menus below
before that we want to digssa few things If your instructor has not yet created a Team industry, you
will only see the Solo industry icon.

Exhibit 4.1

v Tewion 4
te; Lgm'gntulg - Navigation Help Logoff o

Industry Central

Welcome back Zach

|
:
:
|

TEAM PLAY SOLO PLAY
Team 1 Solo
Quarter 1 of 16 Quarter 1 of 20

VIDEO TUTORIALS

After registering to us#licromatic, we recommend that you watch the video tutorials we have developed
to speed up your understanding of the gahinese videos will help you to learn about making decisions,
viewing reports, and understanding your status as you view the results of yoiondeafter they have
been processed. We strongly recommend that you do this before reading Chiaptakibg Decisions

and Chapter & MicromaticReports. It will speed up your reading of those chapters.

There are multiple ways taccess the video®neoption if from the Industry Central panel that appears
after you log into théVlicromatic program(See Exhibit 4.1). Click on the Help menu and then the Video
Tutorials option (see arrow in Exhibit 1.1).

The other options for accessing the video tutoriaks through (a) theMicromatic Map, (b) the
Micromatic Dashboard, and (c) the Industry menu. We will discuss each of these options below.

SCREENS VERSUS PANELS

Throughout this manugyou will read references to screens and panels. We make this distinabiaier

to more accurately describe what you are working &i&hyou read through this manu@he primary
distinction between the two is that panels are movable, while screens arBaragls exist within screens
and can be repositioned inside the ihdaries of a screefYou canreposition a panel using the standard
convention of positioning the mouse over the title bar of a panel, thencligking and holding the
mouse key as you "grab" and di@ag@anel to a new position, then releasing the mkegeShortly, you
will read about théMicromatic Map, which is a panel.
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Minimizing Panels

As you work with Micromatic panels, you can minimize the panel by clicking okkirethe righthand
corner of thepanel'stitle bar. Doing so will remove the panel from the screen, but instead of having to
reopen that panel by accessing it through one of thediram menus (e.g., Operations), you can simply
click on the minimization icon for the report displayed in the upper-highticorner of the screen (see
arrow in Exhibit 4.2).

Exhibit 4.2

_ Help & Logofr

Operations  Finance

Quarter 1 Industry Marketing Panels

R view Marketing Costs
Price and Promotion R1 R2 Sales Plan R1 R2
Price 2 ’W ,W Withdraw Region r r
Quality 24 ’W ,W Sales Forecast QW ’m
Local Newspaner B ’—H ,—4 actual Demand 44 i} il
Trade Publications 88 [ ¢ [ 3
Web Marketing 44 ’—Kiﬂ
Features Develop 44 ’7%

MOVING AROUND MICROMATIC

To work with Micromatic, you need to be able to move within a panel and among the multiple panels.
These panels display the decisions you will make as you workMigttomatic and the reports that show

the results of your decisions. If you are familiar with working in a Windows environmemii¢chematic

program utilizes standard Windows protocol for keystroke entries. This means the Tab key moves you to
the next etry point, the Shift key + Tab key moves you backward to the preceding entry point, and so
forth. You can also use a mouse if one is connected to your computer. You can use these two methods in
combination with each other, switching back and forth as @f$eypou like. You will use this Windows
protocol to move around a panel and make entries.

THE NAVIGATION MENU
There are two options under the Navigation menu; Industry Central and Account Maintenance.
Industry Central

The Industry Central link will bringgou to the screen shown in Exhibit 4Hrom this screen you will

select the program with which you wish to work: Team or Solo. Just click on the appropriate icon. The
Solo game will be set by your instructor for either the Practice mode or the Exam Tiadenly
difference between these two moadghe Solo gamés that the practice mode allows you to restart the
program from Quarter 1 as many times as you desire. The exam mode allows only one pass through the
guarters. There is no option to restart glaene. We discuss these differences between the two veo$ions
Micromaticin more detail back in Chapter 1.

Industry Central also allows you to access the Help menu. The Help menu links you the Student Manual
and video tutorials. As mentioned abowgtching the video tutorials wilhelp youlearn the simulation
much faster than if you only read this man&d don't miss taking advantage of them.
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Account Maintenance

You will use this screen to make changes to ydiaromatic account data. Do this by cking on the
Navigation menu option. Then select the Account Maintenance option. A screen like that shown in
Exhibit 4.3will appear on your monitor.

Exhibit 4.3

Account Maintenance
Update the account settings below:
First name Zach

Middle name

Last name Tracy

Email zachtracy@Fakel.
Desired Language English

Password

Confirm Password

“Leave password and confirm password blank if no change is desired.

Change Email Address This option allows you to change the email address from the one you initially
entered when registering to ugiicromaticto a new one. To do this, type in your new email address and
select Asaveo.

Change PasswordYou may decide, for security reasonscthbange your companyads
change your password as often as you wish, but be careful. It is usually advisable not to select as a
password the name of a family member or a nickname that others are likely to guess. Also, frequent
changes can &l to confusion. If you forget your password, you will not be able to access your files to
make decisions for the upcoming quarter of operation. If this happens, see your instructor for help.

MICROMATIC OVERVIEW PANELS

Once youselecteither the Team ordo program the screenshown inExhibit 4.4 will appear on your
monitor. Displayedon this screerare two panels designed to facilitate your success as you work with
Micromatic the MicromaticMap and the Business ConsultdntQuarter 4, anewpanel (theMicromatic
Dashboard) will replace tHdicromaticMap as the default panel displayed after you log Micromatic

The Dashboard provides some graphical displays of your performance. It is not displayed until Quarter 4
because there is insuffent data to provide a meaningful display before that. Do not underestimate the
value these panels can provide as you manageMmuomatic company We will discuss ach of these

panels next.
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Exhibit 4.4

® Help £ Logoff

' Quarter 1 Industry Marketing ~ Operations  Finance Panels

Business Consultant

Micromatic Map: Q1 Forecast

Below is a map of Micromatic. Follow the arrows to see the effects of your decisions;
click on the decision and report icons to open desired panel.

%

Legend:
Your Location= K Decision = & Report = &

Marketing Area

Finance Area Review Other Decisions
———— view Bulletin

View Market Research

View Performance Report

View Summary Report

Show: All Panels | Decisions
Panels: Print | Cascade | Close

Operations Area

The Micromatic Map

The Micromatic Map is an iteractive panel that visually shows the relationshipsveenthe decision
and reporipanels(SeeExhibit 4.5. The decision panels are designated k< a the report panels by a
&, Clicking on the icon for an iterte.g., Marketing decision®alance Shegbpens that panefs we
will discuss later, you can also open the decision and report panels usMgthmatic menu bar (See
the arrow inExhibit 4.4). Use theMicromatic Map tomore quickly learn the flow of information between
the decisionsyou makeand the reports that are generdtedh your decisions.

Micromatic Map: Q1 Forecast Q&G v %
Below is a map of Micromatic. Follow the arrows to see the effects of your decisions;  Legend:
click on the decision and report icons to open desired panel. Your Location= X Decision = & Report = @
Tools
Marketing Area X
Save Decisions
Finance Area Review Other Decisions
AU S — View: Bulletin | Market Research
View: Video Center
5, RTPs: Performance | Summar; y
C. L Show: All Panels | Decisions
S Research Research Report [ Panels: Print | Cascade | Close
SHBOZ,
o Ro
Help &,

Micromatic Decisions
Viewing Reports
Understand Your Status
More...

Operations Area

In addition to the display of the relationships between the decision and report pardisyongatic Map

also includes a Tools and Help menu on the right side of the panel. You can use the links under each of
these menus to access many actions that you can also access thrdvginoimatic Menu bar. We will

discuss théMlicromatic Menu bar later in this chégr. What is important for you to know now is that the
MicromaticMap can serve as a central location for easy access to a nunMeraiaticactions.

Video Tutorials. We would like you to take particular notice of the Video Center link under the Tools
menu. It is another easy way for you to access the video tutorial options we mentioned at the beginning of
this chapterSelecting this link will take you to a panel like that showrkkhibit 4.6 Clicking on the

three tutorial options will open a shotideo that will facilitate your understanding of that aspect of the
Micromaticsimulation exercise. Doot underestimate the value of these tutorials.
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Exhibit 4.6

Micromatic Video Center »

‘Welcome to the Micromatie Video Tutorial Center

In this Video Tutorial Center you will find demonstration videos on many different aspects of N
Micromatic. Watching these videos is a great way to learn the simulation or to brush up on Now Playing ﬁ,
parts you may have forgotten.
Choose one of the video tutorials
listed below to get started.

Video Tutorials to Choose From:

Welcome to Micromatic:
Making Decisions
Micromatic Reports
Understanding How You Are
Doing

The Business Consultant

TheMicromaticBusiness ConsultaiBeeExhibit 4.7 will provide you feedback agou progress through
the simulationexercise The consultantvill not tell you whatdecisionsyour company should make.
Rather, the consultamiill raise questions foyouto consider agou manageyour company. For example,
you maybe askd about high finished goods inventory thas developed over the duration of the
simulation. The consult acts much as an instructor would do, asking questions to yamyisieme
guidance agou progress through the quarters of the simulation exercise.

Exhibit 4.7

Business Consultant i

I am your business consultant and I am here to help you make your managerial
decisions. As you proceed through the simulation, watch this area for the comments
I will leave you. My comments will relate to the quarter just processed and the
current quarter, As the exercise progresses, I will withdraw my advice as the game
progresses. After 8 quarters, I will withdraw from the game,

I am a member of a team of "virtual coensultants”, As such, each time you legin, you
are likely to get a different consultant, who may make different comments about
wour company's perfarmance than those made by the prier consultant, As in the
"real world" the opinions of consultants wvary, Itis your responsibility to moniter the
advise you receive from us and act on it to maximize your company's performance.

“fou can make this area larger at anytime by clicking on the consultant icon, Good
luck!

How can you sell your products without a salesferce in a region?

As stated inExhibit 4.7, you are likely to get a different business consultant each time you log into
Micromatic So, do not be surprised if treomments by the consultant changben you log in at
different times to work on making decisio$is will also happen whea teammate logs in, even though
you are both working with the same quarter of operations.

The Micromatic Dashboard

Beginning in Quarter 4, after enough data has been genévatgzlir companya Micromatic Dashboard

will be displayed instead of tHdicromatic Map whenyou access/our company filegSeeExhibit 4.8.

You can still access th®licromatic Map under the Industry menu, which we will discuss laiére
Micromatic Dashboard providegou with an grgphical overview ofyour performance to datét also has
interactive links that provide you easy access to decision panels, report panels, video tutorials, and a
variety of other reports to help you analyze results and make decisions as you work Witrdneatic
simulation exercise. Thilicromatic Dashboarderves as a "control center" from which you can manage
your Micromaticcompany.
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Exhibit 4.8
Industry Dashboard: Q21 Forecast B&0G - x
Industry— Overall (Lower Rank Indicates Better Parformance] Q, Tools x
Marketing »

Save Decisions
Tinin: N0l a0 Revigw Other Decisions
Il a0 Wiew: Bulletin | Market Research

Operations - 5 ———
i Operating Decisions 5 .
~ L View: Video Center
e’ Flant Decisions 3 a0 RPTs: Performance | Summary
<& Gperating Costs f ”H ﬂ H 50 Shows all Pansls | Decisions
ﬁ\'_: Material & Inv Costs 0 D DD ﬂ |] [| [l D DD [| I] I] 40 Panels: Print | Cascade | Close

ﬁ@ Warshouse Report 5 10 15 20 Process Quarter
i Chart Legend -

Eel warkfarce & Plant
@ Raw Material Report

& 2,5 . 2
@Fi?:;isczewn » Marketing :V"L A Operation &/ & = Q Finance w/ Qh

Sales & Expense COGS & Net Inv Income & Stock Price

2t

7o

Rank
sulod

Panels

3
Help hd —— o
ls /7/ VA >
& Micromatic Map - ﬂﬂl’l i
&, picromatic Decisions i n ‘ “ H H
i Wiewing Reports r'l_ﬂl il ‘ |”
15

% Understand Your Status 3 5 10 15 2 i} 5 10 15 2 1} i i0
& pore...

The Micromatic Dashboard is interactivd his allows you to quickly access variety ofinformation on
your company's performance. For exampligking on the menu items listed on the Igiffe of the panel
(e.g.,Marketing, Operations) will display the related decision and report panels for thal ieroptions
listed are also interacti, so that clicking omn icon in the lisbpens the relevant pandétor example,
clicking on thewarehouse Repovtill open that report pang|See the arrown the leftin Exhibit 4.8)

Clicking on the icons in the Marketing, Operations, and Fingmnaghs will display therelateddecision

panels reportpanels or overviewgraphs (See the arrow on theght in Exhibit 4.8for the location of

these icons.) If there are multiple decision panels or report panels associated with the area (e.g.,
Marketing), all the relevant panels will be display&ahibit 4.9 showsthe result from clicking on the

icon for reports E) in the (perations graph. So with one click, you can open all the reports you need to
review to analyze your performance and better understand the Dashboard graphs.

0 0 0 Q 0 @8 &G
Q9 Fore Y X210 X
cisions
ost of Goo old: Q9 Fo @ ®
earch
e Report
eport
@ | Decisions
2.5 jascade | Close
60 r
575
; B
52.5
l‘\ ) 2 s 7 @ E]Q
i\ 5 rice
Chart Legend ~ : CDGS & Subcon -
o
0 =
0 2l
Raw Material B $13,118 $0 €0 £13,118 o
Regular Waorker Pay 44 $387,500 0 €0 $367,500 3 -
Overtime Pay 2 $0 $0 £0 0 1] 5 7
Hiring Costs 44  $15,000 0 €0 $15,000 1,000
Layoff Costs & $0 $0 €0 0 0
Overhead 44} $191,250 $0 e $191,050 [N I

Clicking on thegraph icon &) in the heading for th&larketing, Operations, and Fimege graphsin the
Dashboardwill open apanel with a number ofadditional graphs that provide aaverview of your
performance relating to that ardeor example Exhibit 4.10showsthe graphs that are displayed when
you click on thegraph icon for théarketing graph.
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Exhibit 4.10

Links:

2 %
W/ Marketing Dec = Marketing Costs S Report
a

% Research

And you can "drill down" further to analyze your company's data by dalickéng on the graphs in the
overview reports. For example, if you doubliek on the Sales Staff by Region graph, the S&A Report
panel will open (se&xhibit 4.11. This report showthe number of salegersonsfor the most recent
quarter of operation.

Exhibit 4.11

300000
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Chart Legend
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As with theMicromatic Map, in addition to the graphicdisplay of your company's performance to date

the Micromatic Dashboardilso includes a Tools and Help menu on the right side of the panel. You can

use the links under each of these menus to access many actions that you can also access through the
Micromatic Menu bar. We will discuss thHdicromatic Menu bar later in this chégr. What is important

for you to know now is that thglicromatic Dashboaratan serve as a central location for easy access to a
number ofMicromaticactions.

Video Tutorials. Again, we would like you to take particular notice of the Video Center linlerutigk

Tools menu. It is another easy way for you to access the video tutorial options we mentioned at the
beginning of this chapter. Selecting this link will take you to a panel like that sho&rhibit 4.6

Clicking on the three tutorial options wilpen a short video that will facilitate your understanding of that
aspect of theMicromatic simulation exerciseYou can also access the tutorial through the Dashboard's
Help menu on the left side of the panel (E&eibit 4.8. Do not underestimate the value of these
tutorials.
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SUMMARY GRAPHS

When you open Blicromaticreport, a graphical summary of certain elements of the report is displayed at
the top (see top arrow on the leftExhibit 4.19. These graphs allow you to monitorrtds while you
assess the current quarter's results for that report.

Exhibit 4.12

Warehouse Operations: Q21 Forecast

Luuuu . . 7500
7500 7500

5000 Ll I
a = Units =
eso0 | 2500 =

oA e SO oA [ 0

h e - *
v It h
75 10 15 zC 45 10 15 2 B B Erd Inventory i
ﬁri Units 17 Units hd
L

b4 Region 3

S000

S

Beginning Inventary ) 200 561 445
Units Assembled ) 16,000 5,000 u]

Units Subcontracted JEes| u] 0 0
From Region 1 To: I 1,400 6,350
From Region 2 To: a I u]
From Region 3 Tao: u] ] iR
Units Available for Sale ) 2,450 6,961 6,795
Units Sald = 8,450 5,961 6,795

Ending Inventary 2] u] 0 0
Sales Lost (Stock outs) ) 200 539 705

When the report first opens, a legend for the graphs appears for approximately 10 seconds (see arrow on
the right inExhibit 4.19. It then automatically is "minimizedo that you can see the graphs clearly. The
bottom arrow on the left iExhibit 4.12 shows a minimized legerfdr Region 1 To reopen the legend,

click on the « |. If you want to remove a line in the graph, click on #écon in the legendsee arrow

on theright in Exhibit 4.19. For example, the End Inventory in the Region 3 graph has been rerifioved.

have the line reappear, click again on the jeomich now looks like— (see just below the arrow on the

right in Exhibit 4.19.

As you work with the graphs, you can display detailed information by placing the cursor over different
parts of the graph. The arrowHxhibit 4.13shows a example of thigi.e., End Inventory, Qtr 7: 1791)

Exhibit 4.13

¥arehouse Operations: Q20 Actual
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© Units £ Units -

b Region 3
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Summary Graph Warning Lights

In some casethe Summary Graphsvill be shaded inyellow or red with either a yellow (-*) or red
warning light (see arrow in Exhibit 4.14%0 indicate poor performance and theed for immediate
corrective actionA yellow warning light indicates a cautionary warninged warning light indicates a
more severe issu&he example shown in Exhibit 4.14 is warning of a significant increase in the per unit
cost of manufacturing your product.

Exhibit 4.14

Cost of Goods Sold: Q10 Forecast

A\

: Chart Legend - *: COGS & Subcon -

MICROMATIC QUICK GRAPHS

Micromaticreports hav&uick Graphs that graphically display a company's performance for each item of
the report When you click on thgraphicon () for an item, it creates a graph that shows the historical
trend for that itenmover theduration of the simulatioexercise For examplepy clicking on thegraph

icon for Units Sold in the Warehouse Operations Report (see arr@xhibit 4.15, the Micromatic
Quick Graph showmn the rightin Exhibit 4.15will appear on your monitor. kyraphically displays the
units sold for all quarters of operatiobse the Quick Graphs to easily monitor the trends of your
performance and identify areas that need concentrated attention.

Exhibit 4.15

Warehouse QOperations: Q21 Forecast PB&e® - % G g -
Micromatic Quick Chart | %
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THE MICROMATIC MENU BAR

The Micromatic Menu Bar (See the arrow on the rightErhibit 4.4 allows you toaccesghe decision

and reporpanels some industry performance reports generated after a set of decisions for a quarter have
been processed, and a set of options for working with thelgpased in the simulatioNou will use the

Menu Bar dropdown options to navigate to the different panels, reports, and utilities in order to manage
your Micromatic company and accouriVe will discuss each of the menu items and its related options

next.
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The Quarter Menu

The Quarter Menu allows you to change from one quarter of operation to a different quarter. You can use
this menu to access earlier company reports and to view or print out that information.

To use this method, select the Quarter meption. A number of buttons with numbers will appear under

the Quarter heding as is shown i&xhibit 4.16 Select the button number for the quarter you wish to

view. There will only be buttons for the quarters that you are able to access. So if yoeeastiiog for

Quarter 2 as shown below, there will not be buttons for Quarter 3, 4, or higher. This is because those
guarters have not yet been processed and consequently there are not yet reports to view for those quarters.

Exhibit 4.16

Industry Marketing Operations Finance Panels

Quarter 2 (Ctrl+Q)
' Quarter 1

Quarter 0
Below is a map of Micromatic. Fallow e effects of your decisions; Legend:
click on the decision and report icons to open desired panel. Yoo loeatane * Dacitbn= & Report = B

L3

Tools b4
Marketing Area
Save Decisions
Finance Area Review Other Decisions
View Bulletin
View Market Research
View Performance Report
View Summary Report
Show: All Panels | Decisions
Panels: Print | Cascade | Close
Process Quarter

™

Raw
| 5% material
Workforce!
™ Plant

¥ warehouse

Operations Area

The Industry Menu

The Industry menu provides you witlen optionscommonto both the Team and Solo games and two
options unique taVlicromatic Solo (i.e., Process Quarter and Restart Game).EXbiit 4.17 for a
display of these options. We will discuss each of these options, below.

Exhibit 4.17

Quarter 1 Industry Marketing

Micromatic Dashboard (Ctrl+G)
Business Consultant Micromatic Map

Save Your Decisions (Ctrl+S)
Micromatic Map: Q1 Forecast Review Other Decisions

Edit Team Information

Below is a map of Micromatic. Follow the arrows to s Quarter Bulletin
click on the decision and report icons to open desired Industry Performance Report

Operations ~ Finance Panels

Lticii= W Decision =& Report = &
Company Summary Report
& Video Center
Marketing Area Industry Central

Tools X

Save Decisions
Review Other Decisions

View: Bulletin | Market Research
View: Video Center

5, ™ & RTPs: Performance | Summary
o =] Show: All Panels | Decisions
Research Research Report L'y Panels: Print | Cascade | Close

= ashflo
P04, w
\, Y & R Finnce
: & Help &,
a : n
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n
se

~ Quick i ps: Show | Hide

Micromatic Decisions
Viewing Reports
Understand Your Status
More...
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Micromatic Dashboard (Ctrl+G) . Selecting theMicromatic Dashboardoption from the Menu Bar or
using the hot key Dashboardsithe top pel, if you hdwie stpel panels displayed
on your monitor.The Micromatic Dashboard was discussed earlier angxample is shown ixhibit
4.8 above.

Micromatic Map. Selecting theMicromatic Map option from the Menu Bawill display the Game
Control Panel as the top panel, if you have other panels displayed on your nidrétieticromatic Map
was discussed earlier andexample is shown iExhibit 4.5

SaveYour Decisions(Ctrl+S). Unless you or a teammate has previously saved a set of decisions, when
you select Save Decisions you will see a panel like that sholrtibit 4.18 If you take no action to

label your decisions with another title, the decisions you save, or your teasmsaae (if using the Team
game), will be labeled as "default" decisiqsgee top arrow irExhibit 4.1§. And, unless you choose
otherwise, these default decisiossved using the "Save Decisions and Submit for Processing" option
(see bottom arrow iExhibit 4.18) and thereforeavill be the ones used when the quarter is processed.

Exhibit 4.18

Save Decisions: {1 Forecast

Before saving your decision view the Saving Micromatic Decisions tutorial,

The last decision with status of Save and Submit saved prior to quarter processing will be
the decision that is used for processing.

indicates the decision currently set for processing.

Refresh
Select Decision Status Quarter Saved By Date

**New Decision™* Title:

O Save and Submit 1 System Aug 13 2010 10:32PM CT

*
Default

# ® Save Decisions and Submit for Processing

Save Decisions Only

However, you have two other options when you save your decisions. One is to save themnigjtle a
title that you choose, the other is to save them, but notthawe used when the quarter is processed. Let
me elaborate on each of these options.

Selecting this option will display a screen like that showExhibit 4.18 In the example showiieam
memberZachearliersaved decisions dse worked with the forecaistg program. If you wish to save your
decision as one separate from an earlier decisi o]
Decisiono option and e&xhibie4ld.Once you haee sgvele@ur decsipns ar r 0 \
under a partular title, the next time you save your decisions, they automatically will be saved under this

title unless you select the New Decisions option and enter a new title. Any decisions you save under a
particular title will replace any earlier decisions shuader that title.

Save With_a Unigue Name If you wish, you can save your decisions with a unique name that you
provide. In the example now showing on your monitor, two sets of decisions have been saved with unique
names; Zach's Decisions and Tierra's Suggestions. To save a set of decisionsnigtie aame, select
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the "New Decisions" option and then enter the name of your choosing for this set of decisions. For
exampl e, I owi || save the decisions | have made wi

Once you have saved your decisions under a particuigrthie next time you save your decisions, they

will automatically be saved under this title unless you select the New Decisions option and enter a new
title. Any decisions you save under a particular title will replace any earlier decisions saved anhder th
title name.

Saving decisions with unique names lets you to test one option of decisions for a quarter you are working
on, save them and then test a different option. This allows you to test a number of different decision
options, compare them using tReview Other Decisions menu link | will discuss shortly, and then select
your preferred decisions for processing without having to reenter the data for these decisions.

In the Team game, this allows teammates to work individually and propose their meéigioeview by

their teammates. This provides a quick and easy way to share ideas when separated by geography or time.
After you save your decisions, the next time your
be able to review your suggestand add their own suggested decisions. You will find this a useful way

for you and your teammates to communicate ideas for what actions to take in the next quarter of
managing your business.

The "Save Only" option allows you to save a set of decisidng not have them used when the quarter

is processed. This option allows you to save multiple ideas for decisions for a quarter, without fear that
the decisions will accidentally be processed unless you actively choose to submit them for processing. In
theTeam game, you can use this option to offer a number of "what ifs" for your teammates to consider. If

you are working with the Solo game, it allows you to test an option and save it for later consideration

before you decide what decisions you want useeinmou process the quarter.

The Save Only option is separate action from the Save & Submit option, wiryaimportant
difference. Let me explain. In the Save Decisions dialog box now showing on your monitor, your
teammate Tierra has saved a set ofglens she made, but by using the Save Only option, she is ensuring
they will not be used when the quarter is processed. By contrast, Zach saved his decisions using the Save
& Submit option. Selecting this is significantly different from using the Save Qpilgn.

Selecting théSave & Submit" option means that in the absence of a later set of decisions saved by you

or a teammate, this is the set of decisions you want processed for this quartgitiddieissue here is

that thelast set of decisions entered as "Save & Submit" are the ones that are used when a quarter is
processed. To determine which decisions will be processed, look for an aSthestecisions marked

with the asterisk (*) are the ones that will be processed. Sefcdly check that these decisions are the

ones you want usedJnlessyou choose to change them, these are the decisions you will have to live

with after the quarter is processedVe recommend that you exercise caution and due diligence when

saving your deisions. It isyour responsibility to ensure your desired decisions have been entered, saved,
andsubmitted for processing. I n our exampl e, Zach
changed, those are the decisions that will be used wheruthi®iis processed.

Let me repeat this so that there is no misunderstanding: Tast decisions save@nd submitted for
processingare the ones the program uses when a quarter is procesfbis means that even if the
deci si ons ar e Hheywillnat e used unfeds théyane the last onds smaddubmitted

I n our exampl e, this means that the program wil
saved and submitted @eptember 22 2010 at 9:22pr@entral time. The decisionsifite d fADef aul t o
were saved oAug 13 2010 at 10:54pnCentral time willnotb e used. Zachés deci si on

saved and they are marked with 1*¥: to indicate they are the decisions that will be processed. So, make



Micromatic Student Manual v41l 27

sure that the decisions savaad submitted are those you want implementédis the responsibility of
theteamt o ensure the decisions entered are ficorrect
processed.

NOTE: The last decisions savemhd submittedfor processingare theones the program uses when a
quarter is processed Thi s means that even if the decisions
unless they are the last ones sagad submittedin the example shown iBxhibit 4.18 this means that

the programwll pr oc2a s h & & e B i@ndasubmittecon Aug 9 2010at 12:12am decisions,

not the @ADef auobntAdy9@@atils03ponnThe dscisions tharked with tH is the

decisions that will be processedake sure that the decisions saved and submitted for processing are

those you want implementetl. is the responsibility of the teanio ensure the decisions entered are
Afcorrecto at the time when the decisions are proc

As shown inExhibit 4.18 you rave the optionofi Save Deci sions and Submit fc
the default option, o bottor Braw irExHhibie 4.1§s.i oThhse ONS ayvoe ([DBeece
On | gption allows you to save decisierfor later reviewwithout fear of them accidentalligeing
processed as the quarterb6s decisions.

Exhibit 4.18

Save Decisions: Q1 Forecast

Mote: The last decision with status of Save and Submit saved prior to quarter processing
will be the decision that is used for processing.

& indicates the decision currently set for processing.

Refrash

Select Decision Status Quarter  Saved By Date
ﬁ ® **New Decsion** Title:
@ *Zach‘s Final Save and Submit 1 Zach Tracy Aug 9 2010 12:124M CT
Default Save and Submit 1 System Aug S 2010 11:03PM CT
Zach's Trial Sawve Only 1 Zach Tracy  Aug 9 2010 12:108M CT

@ Save Decisions and Submit for Processing

ﬁ-:‘ Save Decisions Only

If you attempt to logout without saving your decisions, a dialog box like that sholhibit 4.19will
appear on your monitor. If you want to save the latehtanges t hat you entered, ¢

Y

sel ect fCancel 0.

Exhibit 4.19
[ Message from webpage ﬁ1

I.-"'_"‘-.I There are currently unsaved changes that would be lest by leaving this
Y page Select OK to save these changes or select Cancel to exit without

~ saving the changes.
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Review Other DecisionsThis option allows you to review decisions that you or your teammates saved

earlier. When you select this optionpanellike that shown irExhibit 4.20 will appear on your monitor.

To review one of the saved decisions, clicktbafi R e | tn&.doing this will populate all your

decision entries with those from that decision set. You can then choose to change any of the
entries or leave them as they are. You can also choose to either just save them or save and submit
them for that quarter's pro@sgas di scussed under fASave Your Deci

Exhibit 4.20

Review Other Decisions: Q1 Forecast

Refresh

Select Decision Quarter  Saved By Date
*HAchive* Zach's Final 1 Zach Tracy Aug 9 2010 12:122M CT
Reload | Delete  Default 1 System Aug 8 2010 11:03PM CT

Reload | Delete  Zach's Trial 1 Zach Tracy  Aug 9 2010 12:108M CT

Edit Team Information . When you select this option panellike that shown irExhibit 4.21will appear

on your monitor.If you like, enter a name and slogan for your tedimere is no &lationship between

your company name or slogan and the success or failure of your company, so select any name that you
desire. You can change your company name at any time during the simulation eXexcisan also add

a logo for your company by entegirthe URL for its location on the Interndthese entries are just for

fun, to allow you to personalize your company.

Exhibit 4.21

Team Information: Q1 Forecast @ [ NOIRd'ES

Team

MNurber L

Team Mame  Tommies
Slogan YWinners Newer Quit

Logo URL

o

Quarter Bulletin. When you select this option, ganellike that shown irExhibit 4.22will appear on
your monitor. The Bulletin may have a message that your administrator wants to pass on to you. So do
not forget to check the bulletin after each time your decisions for a quarter are processed.
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Exhibit 4.22

Bulletin: Q1 Actual ® B a ® ~|x

Print
Welcome to Micromatic

Mlicromatic will allow vou to put mte practice the knowledge you have
acquired in your previous business studies. You will practice and
develop your chills in problem solving, teamwetl:, and human rela—tions.
Micromatic will help vou see the relationships among the different areas
of a business, for example, how marketing and operating decisions
affect the financial side of the business, You wall develop your analytical
skills acquired in the functional areas to deal with problems of the total
organization. ¥ou will make decisions under conditions of uncertainty,
usually with a lack of sufficient information. Through all this, we hope
you will come to a better understandmg of the central significance of
policy and strategy to top-level managers and their organizations.

Industry Performance Report and Company Summary Report We discuss the details of each of

these reports in detail in Chapter 6. To access these two reports, click on the appropriataibitid.23

shows an example of the Industry Performance Rep&sb take notice that you canasge the quarter
number for the report you want to view from this screen (see arr&whiit 4.23. Finally, selecting the
AVview in Excelo |ink wildl export the
charts and graphs tolbeyou manage your company.

Exhibit 4.23

d dotdavelopnt o

Micromatic Performance Report: Q9 Forecast @B&G - %

Report Quarter: | 8 |Z|

Net Income Stock Price & Rank View In Excel

Sales
|

Team Result Index Pts Award (5) Position | Result Index Pts  Award (5) Position
1 24561566 100 5 1] 15034331 100 5 1
2 2127373 86 4 2 13912689 92 5 2
3 1801408 73 4 44 13230317 88 4 3
4 1894447 76 4 30 12018600 79 4 5
5 17489576 71 4 51 12373920 82 4 4

Net Income

Team Result

121660
138388
67143
185587
148327

[T SR RN

Juarter 8

Index Pts  Award (35) Position

1

:
63 23 4 665499 [s1+]
74 26 3 1001173 100
35 1z 5| 604182 60
100 35 1} 676756 67
79 28 2 763126 76

Performance To Date

Result Index Pts Award (35) Position

23 4
35 1
21 5 B
23 3
27 2
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Video Central. Again, we would like you to take particular notice of the Video Center link under the

Tools menu. It is another easy way for you to access the video tutorial options we mentioned at the

beginning & this chapter. Selecting this link will take you to a panel like that showsxhibit 4.6

Clicking on the three tutorial options will open a short video that will facilitate your understanding of that

aspect of thdicromaticsimulation exercise. Dnot underestimate the value of these tutorials.

an
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Industry Central. Selecting this option will return you to the screen shown in ExHilit Use this
option to switch between using the Team game and the Solo ayain® access the Help menu for the
links to the student manual and video tutorials

Process Quarter (Available only for Micromatic Sold. This option is only available for the Solo

version. (For the Team version, your instructor will process the quarter after all the companies have
submitted theidecisionsfor the quarter.) After making your forecasts, you can process your decisions for
Quarter 1 by selecting the Procd&dsarteroption. If you are satisfied with your decisions and want to
proceed to the next qu@®ndsHr whe.ng.t,heQudratlorgu2) ,b oxl
monitor (seeExhibit 4.29 . Once Pypmmasgs 0sapnwenprogram wi || process
move forward to Quarter 2.

Exhibit 4.24

Process the Current Quarter-- Quarter 1

Processing Quarter 1

Below is a list of the decision submissions for this quarter:
Solo (Team 1) Aug & 2010 11:02PM CT: Default

Froce==

Af ter processing Quarter 106 s ctuhldresultsand 8Standingyforthatc an v
guarter by selecting the Quarter menu and then th
and are ready to proceed to Quarter 2 to enter decisions, choose the Quarter menu and then the number
fi2. 0 Rempoeesdfor eabhi subsequent quarter of play.

Restart Industry (Available only for Micromatic Sold. Selecting this option will delete the current
game data and begin at Quarter 1 with a new setup. When you start a newlgaiomeatic Solo creates

a new set of costs for the companies operating in the industry and the imdigstrgemand for the two
products you are selling. It also sets the relative importance of the marketing variables for determining the
market share captured asemut of marketing efforts by yoand your competitors. Lastly, it sets the
weights for the performance criteria reported in the two performance reports. Gragitatiscuss these

factors in detail. For now, it is only important for you to recognizé ¢éaah time you start a new game,
things will be different from the game yqueviouslywere playing For example, the costs of your raw
materials may be higher (or lower), as may be the costs for advertising. And the influeregespéper
advertising irdetermining sales may have increased, or decreased.

When you select this option, the dialogue box showixhibit 4.25will appear on your screen. Select
fivyesd) to start Nowd nteaw kymene ,omrpliayi ng t he existing gz

Exhibit 4.25

Restart Industry-- Quarter 1

You have requested that the current industry be restarted back to Quarter 1.

Are you sure?

Quick Tip Pop-ups: Show | Hide As we will discuss below, imbedded in thicromatic decision and

report panelgs online access to information from the student manual for each line item in the decision
and report panels. To easily access this information, hold the mouse icon over a line for a few seconds. A
description from the manual will appear on your monitbyou do not wish to view the pegp menus,
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click on "Hide", and the pepp help will only be displayed if you click ortitle of a line in a decision or
report panel. The default is the "Show" option, which means that the information panel is autymatical
displayed by holding the mouse over the line for a few seconds.

The Marketing, Operations, and Finance Menus

The Marketing,Operations, and Finanddenu options allow you to enter decisions for managing your
company, to view reports that show the resof the decisions you entered (e.g., Income Statement and
cost of Goods Sold), and to view cost reports that provide information on the costs of running your
company (e.g., wage costs, advertising costs, and inventory costs). We will discuss eaehaytibes

in detail in Chapters 5 and 6.

The Panel Menu

The panel menu options allow you to choose how you would like to display the panels. It also gives you
the option to print certain panels or to search the panels for a word or set of words. Yo qainta

d

t

selected panels by using the Print Menu option,
a dialog box like that shown iBxhibit 4.26will appear on your monitoiEnter the word or set of words
and then click on fASearcho.
Exhibit 4.26

Search: Q2 Forecast B &G v %

Search The Panels
The Print Menu
The Print menu allows you to print either just
monitor (i.e., those you currently have open). If you want to print all 18 dfitbeomatic panels, you
need firsttoselecteh A Show Al | Panel sd option from the Panel

The Help Menu

The Help Menu provides you with links to the Getting Started file, the Student Manual (for online
viewing) and video tutorials on Making Decisions, Viewing Reports, and UnderstandinmgSYatus in

the game. We urge that you view these tutorials as they will speed up your learning of how to work with
Micromatic and your comprehension of how to interpret the reports so that you can best manage your
company.

ENTERING A DECISION

For both the Team version and the two Solo versions you will useéimelsto enter your decisions
regarding the operation of your business. These are the Marketing, Market ReSparetions, Plant,
and Financa&ecisiongpanet (seeExhibit 4.4. In addition to thefive decisionpanes, there are a number
of panelsthat display reports showing the results of the decisions you mradipanelsthat provide
information on the costs of running your compaNpte thatMicromatic reportpanelsare designated
with an (R) to distinguish them fromanelsused for entering youdecisions(D) or panelswith cost
information (C).
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We will discuss each of thdecisionpanelsin detail in Chapteb and the reponpanelsin Chapter 6
When you have displayed a decisgane] it will have a flashing cursor to guide you in entering your
decisions. You cannot make entries on any of the rggaontls Consequently, there is no need to move
the cursor around thoganels

Exhibit 4.27shows you the Marketing Decisiopanel This isone ofthefive panelsthat your team will

use to enter its decisions for Quarter | and subsequent quarters as you move through the simulation
exercise. What follows is a preview Mlicromatic that describes how to enter decisions, moveratau
decision screen, and move from ganelto anothepanel

Exhibit 4.27
MDHire: (0 - 99) % m
Enter the number of salesreps you wish to hire in
Marke g De 0 () % each region this quarter. @ fa 2 @ I
. Salesreps hired in a quarter will be trained in that
= wiew Marketing Costs quarter and be ready to promote sales in the
following quarter.
Price and Promotion R1 RZ R3
- = Check vour Marketing Costs Report for the current
Price 44 4} cost to hire a salesrep. r r r
Quality B [ 00 B.000 3,000
Local Newspaper &5 0 0 0
Trade Publications = ‘ H | 3 | 4 LS L)
. Hire =4
Web Marketing 24 10,000 | 0 | 0 ‘ 1
. Fire
Features Develop 24 $3.000 i | U | 0 ‘ 0
Commission =4 0% 0% 0%
Ad Message Price Price Price ) ! | |
Quality | [Quality | |Quality available 24 5 3 0
Service |[Service ||Service ]
Features| [Features| [Features S TR WL wtl L3ed L&
General | |[General | |General Region 1 To! oy I—D ’—D
Region 2 To: [ i A ‘ [
Region 2 To: i il MA2

The Micromatic program will only allow you to make certain entries in specific locations. This is to
prevent you from making entry mistakes. If you attempt an invalid entgy, éntera number that
exceeds the decisidimits or entera letter where a number is required), Miromatic program will

indicate this by displaying an error message on the screen. You can access information on the limits for
your decision entries drthe costs associated with managing your company through the Info heading on
the Menu bar. We will explain just how to view this information later in this chapter. You can also find
information regarding a decisidoy placing the cursor over the title tife decisions (e.g., HireJhe

cursor will change to look like ?, indicating that there imformation availabldor that item.Clicking on

it will display a message like that showrExhibit 4.27for the decisiorior hiring Salespersons

Correcting an Error

If you make a mistake or want to charmelecisionyou haveentered simply move to the number you

want to change using either the Tab key or the mouse. Type in your new decision and press the Tab key.
This will replace the old number with your newmber.You can always change any entries you have
made up to the time the quarteroés decisions are
processed, you can no longer change them.

Moving the Cursor around the Decisiors Screens

You can movehe cursor around the decision screens by either of two methods. One method is to use the
Tab key. The second method is to use the mouse, if one is connected to your computer. You can use each
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of these methods in combination with the other method. Thisigngau can make one move using the
mouse and the next move using the Tab key. You can switch back and forth between these two methods
of moving around a decisions screen as often as you like. Each of the two methods is described briefly in
the following two sections.

Using the Tab Key When the decision screen first appears, a flashing cursor will appear next to the first
decision you must maké& the priceyou will charge for your produdh Region 1 Use the Tab key to

move from decision to decision oreth s cr e e n .. Pressing the Tab key alo
next decision entry cell. Pressing and holding the Shift key and then pressing the Tab key will move you
Aibackwardo to the preceding deci si rothme saeer, prgssing e | |

the Tab key will take you back to the first decision on the screen. You can enter the individual decisions

in any order you choose. What matters is the last set of numbers showing on the screen after you have
finished entering youretisions.

If you do not want to change the number shown on the screen, press the Tab key to move to the next
decision you must make. This will automatically enter the number displayed on the screen. If you wish to
make a change, simply type in your newnmer (or letter) and press the Tab key. This will enter your

new number (or letter) and move you to the next decision. Notice that when you tab to a new cell, the
whole cell is highlighted. If you press the Backspace key, the whole number is erased. stabhanu

enter a new number and press the Tab key, dvitbmmatic program will automatically enter a zero for

that decision.

If you press an Arrow key while the number is highlighted, the highlighting will disappear, but the
number will remain. You cathen use the Arrow key to move to a digit within the number and make a
change to the existing number without having to change the whole number. For example, you could
change a sales forecast number from 6,100 to 6,15@sEot a digit into an existing maber, use the

Arrow key to move to the insertion point, type in the new digit, use the Delete or the Backspace key to
remove any unwanted digit(s), and press the Tab ketypeoovera particular digit, use the Arrow key to

move to the digit you want t@place, press the Insert key, then type in the new digit and tab to the next
decision cell. Once you have pressed the Insert key, you will be able to type over existing humbers until
you press the Insert key again and the flashing cursor returns t@itebshape.

Using the Mouse Use the mouse to move around a decisions screen the same as you would when
working in any Windows environment. Simply move the mouse indicator to the decision humber you
want to change and click the left mouse button. Thebmungou selected will become highlighted. Type

in the number you desire and either press the Tab key or click onto a new number. Repeat this process
until you have made all the changes you desire to the decisions showing on the screen.

Clicking twice on anumber will allow you to edit the existing number on the screen. The first click
highlights the number. The second click positions the cursor in the number so that you can type in a digit
and delete unwanted digits using the Backspace or Delete keysitiAsvarking without a mouse,
pressing the Insert key allows you to type over existing numbers.

If you are at the computer, try entering some information on the Marketing Decisions screen now. None

of the numbers you enter at this time will becopggmanent. Even during the simulation exercise, no
decision is per manent aresavddj submittdd,carpgoessedThis méaas thke c i s i C
only numbers that matter are thest ones entere@nd submittedb e f or e your quarterds
processed. So fealee to experiment now. Chapteefplains each of the decisions you will enter on the

two decisions screens.
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VIEWING THE FORECASTEDRESULTS OF YOUR DECISIONS

Once you have entered decisions, you can viewdieeastedeports for you company. These are not
your factual 6 resul t s, afterdiher youn inssruector thds gptocesgenl yourw i | |
decisions (Team version) or you have processed your decisions (Solo version). Instead, these reports are
based on the sales &mast that you entered on the Marketing decisions screen. So, if you said, for
example, that you will sell 6,000 units Regionl at a price of $40 each, you will see in the reports that

you sold 6,000 units and made $240,000 in sales. However, whéfidi@natic Teamor Micromatic
Soloprogram actually processes your decisions, your sales may look very different! For example, if you
sell only 5,000 units because of aggressive pricing by your competitors, your sales reveRegiofut

would be only $20,000. This reduction in sales revenues could move you from a profit to a loss for that

guarterds operation. I n other words, your forecas
you are overly optimistic in your sales forecasts, your ntspwill reflect this optimism and may show
profits that wild!l be nonexistent after you proces

you that your forecasts are inaccurate. It will only process your forecasts, not judge them. It is up to you
to enter realistic sales forecasts.

You can view the reports to see what will be the effects of your decisissianing that your forecast is

accurate You can look through the reports using any one of the methods for moving around the screens
that was dscribed earlier. Notice that before you process your decisions, the reports are labeled as
AForecast 0 r evicmmaticsTeanehdMiceomatigSoladecisions have been processed, the
reports wild.l be | abel ed a stsafeAhe bnesathabmattee Phese are the T h e
reports that will be used to determine your standing relative to your competition and that you will use to
determine your decisions for your companyds next

PROCESSING THE DECISIONS (AVAILAB LE ONLY FOR MICROMATIC SOLO).

After you have entered decisions, reviewed your anticipated performance by looking at forecasted results,
and modified any decisions you wish, you are ready to process those decisions. We described the
processing stage of warg with Micromaticin Chapter 1. Instructions for processikicromatic Solo

are also provided earlier in this chapter. Processing the decigibn®ove you from the quarter in which

you are now operating (e.g., Quarter 1) to the next quarter (e.gte@Q8a If you are using the Team
version of the software, you wil/ have to wait un
you can view the Actual results of a quarter (discussed next).

VIEWING THE ACTUAL RESULTS OF QUARTERS THAT HAVE BEEN PROCESSED

As discussed earlier, when you load tdé&romatic program, it automatically advances to the next

guarter for which you must make decisions. This means that if you want to view or print the actual
(versusforeest ed) results for the quarters of your com
will have to use the Quarter menu, to index the program back to an earlier quarter. So, for example, after
your decisions for Quarter 2 have been processed,Mmuomatic program will automatically set up for

your companyds Quarter 3 decisions. To see how Yy
mar ket research i nformation you pur cha®eader2ion Quar
from thelist that drops down from the menu heading. You will then be able to view or print the actual
results of your decisions and the market research information for Quarter 2. When you are ready to begin
entering your Quarter 3 decisions, select the Quarteumea g ai n aQuatter d oto® er @t ur n t
Quarter 3 screens. To view the actual results for Quarter 1, you would repeat this process choosing the
fiQuarterl 6 from the Quarter menu options.
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SIMULTANEOUS USER LOGIN ON THE TEAM VERSION

Itispossiblefo mul ti pl e members of a team to | og into t
using the Team version Micromatic. This allows team members to work together to enter decisions and
view the companyodos reports wiotatooout having to be i

When simultaneously logged on with your teammates, each teammate should save their decisions using a
different name to avoid confusiowle e xpl ai ned how to do this in the
above (Se&xhibit 4.18. If you wantto see or edit the decisions saved by one of your teammates you can

do so using the fRevi|asedesGibethbove (Be&xhibitsA2Zlhhns d secti on

The Micromatic program will maintain all decisions saved by both you and your teammates for the
current quarterBy default the latest decisiors savedu s i n g Saweh[Becisions and Submibr
Processing o pareithe aneused when youinstructor processes the quarte®o, make sure that the
decisions of the last personuee this optiorare those you want implementétis the responsibility of
theteamto ensure the decisions enteradefi c o r r e ¢ t 0whanthe debtistonstare precessed.

TROUBLE SHOOTING

The Micromatic program has undergone literally hundreds of hours of testing, both inside and outside the

cl assroom. However, it is always wise for you to
now?0 situations. | f y 0 u d ¢hé llowird) seetions.elfr thae doesenot d i f f i

resolve the difficulty, contact one of us at the addresses and numbers listed in the Preface.

Complete System Failure

The first thing to remember is that even the computer system suddenly fails to operatet(jreeisered
to as a fcrasho), the data i n y-aaserscedaiio|l ressart tvd | | n
Micromaticprogram. Any entries you had saved earlier will still be in your database.

Micromatic Program Failure

If you experience diffiulty usng the programfirst ensure that you have:

A Tummedo f f anwpoi polpockers and configur éfyounead br ow:
assistance with this, go tbttp://webmaster.info.aol.com/cookieguide.htfolr directions or
initiate a search for fAHow to enable cookieso

A Started Micromatic directly froninternet Explorerversion 6.0 (with Service Pack 1) or higher.

Do not launch the program from inside another program environment such as BlackBoard or use
a different browser such as Firefox.

While highly improbable, if you have been exploring the limits Mitromatic and trying unique
combinations of entries thatadt in an error message, exit the program and then restart it and enter any
decisions that were not saved again. This will allow Mieromatic program to clear itself of the
combination of entries that created the confusion and should permit you taheadries you desire.

Program ATi meout so

If you open theMicromatic pr ogr am and | et t haelongppernd of &nnevitlsout t nidl
moving from one screen to anottwersaving your decisions t he program wi | | Ati me
hasmeid iout 6, the next ti me you mgekanoteethaeyouthavg or ¢

been automatically loggedith We do this to protect from idle programs consumingoperating space
and slowing down server processingtimes.When this happens, simply restart the program.


http://webmaster.info.aol.com/cookieguide.html
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CHAPTER 517 MAKING YOUR DECISIONS
WATCH VIDEO TUTORIAL i MAKING MICROMATIC DECISIONS

Before reading this chaptewe recommend thatou watch the video tutori@in making decisions. To do
this, log into theMicromatic program and théndustry Centrapanel will appeatSee Exhibit 5.1)Click
on the linkfor the video tutoriafor making decisionsinder theHelp menu(see arrow)Watching the
video on making decisions will speed up your understanding ofhiister.

Exhibit 5.1

Help for this page
Industry Central Search
FAQ

Welcome back Zach

TEAM PLAY Student Getting Started
Student Manual
Video Tutorials one Making Decisions

< Viewing Reports

Understanding Your Status

'~ | (e}

Team 1 Solo
Quarter 1 of 16 Quarter 1 of 20

PREPARING FOR DECISIONS: YOUR BUSINESS PLAN

Before making any decisions, you should develop a business plan for your company. This is an important
first step to help you cohesively tie together all your decisions. Without this plan, various parts of your
business could be working against each other.example, you might develop a marketing plan designed

for a high sales volume. At the same time, you may have developed a production plan with a goal of
constraining production to avoid overtime and minimize costs. This could result in stimulating more
demand for your products than you had available to sell. This would result in lost sales, which would
mean lost income and unhappy customers. Developing a business plan can help you avoid parts of your
company working toward conflicting goals. You will augjour business plan to guide you in the
marketing, operations, and financial decisions you have to make. Below is a quick overview of things to
consider when developing a business plan. This is not meant to be a comprehensive discussion. You need
to referto your other management texts for that.

Developing a Business Plan

The first step of the planning process is to develop a mission statement for your company. Let us consider
two very different company missions. One would be to meet the customer need for a-gueditgr

product that is relatively price inelastic. For tmmers buying this product, quality, not price, drives their
decisionmaking process. The opposite focus would be to meet the customer need foiprcéov
product where quality is less important. This does not mean that quality is unimportant, lmdosdasy

issue after price.

These two different company missions would result in two very different strategies. Theuhigh
focus would lead to a differentiation strategy, while the-pyige focus would lead to a lewost strategy.
Regardless of wkh strategy you choose to pursue, you will face the same sets of decisions in marketing,
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operations, and finance. However, the nature of the decisions you make will be very different. For
example, you will need to make marketing decisions about pricatyq@eld promotional support for the

sale of your product. A differentiation strategy will naturally lead to high investments in the quality and
features of the product to support the marketing efforts. Adoee strategy will of necessity result in

effor ts to | ower the companyds cost of operations sc
productdés price is much | ower than that of compar
cost of production a critical concern for comgganpursuing the cost strategy. Efficient operations (e.qg.,

plant utilization, worker utilization and productivity, and inventory control), while important to every
company, will be a key to achieving success for those companies taking tpeidellow-cost route to

the marketplace. Managing your financial requirements to minimize unnecessary financial charges will

also be important to pursuers of a pvice strategy.

Keep your business plan in mind as you read about the different decisions you witbmadweage your
Micromatic company. Following your plan will help you avoid coming overly reactive to the actions of
your competitors as you respond to the prior quar

OVERVIEW OF DECISIONS

You needo make and est decisions in four main areas:

1 Marketing
These decisions include issues of product positioning (e.g., price, qaalitieature$, product
promotionand marketing research (e.g., deciding what data to gattleityour competition).

1 Opeaations Management
Operations Management decisions involve whether tonsaffufacture or subontract the
production of your product, construction or sale of plant capagtynding on maintenance of
equipment,and potential purchase of new productiooht®logy. They also involve logistical
decisions related to transferring products to different regions.

1 Finance
These decisions include determining what formiédricing (i.e., shotterm loanand bonds) to
use to pay for the cost of runniggur busines. They also may includ#eciding whether to issue
new shares of stock, to retire outstanding shares of stock, and taligsieads to youexisting
shareholdersf activated by your instructor

1 Human Resource
Human Resource decisions inclutie manaing of your labor force (e.g., hiring, firing, laying
off, and training of production worketslf your instructor decides to include it as part of your
marketing promotion optiongou will also face decisions regarditfte managing oyour sales
force (eg., hiringandfiring of sales repplussettingthe commissions they receive).

As just indicated, your instructor has the discretion to include, or not include, certain decisions your
company has to address. These involve (a) having a sales forcentmtesur product, (b) operating in

a third salefkegion(i.e., Region 3), (c) purchasing technological improvements, and (d) issuing stock and
dividends, plus retiring outstanding shares. Because your instructor can choose to include these decisions
beginning in Quarter 1 or in any subsequent quarter, our discussion of the decisions you face in the
managing of your company will include these optional decision areas.

You will enter your decisions on five different screens. They are Marketing Decisions, Marketing
Research, Operating Decisions, Plant Decisions, and Finance Decisions. We will now discuss each of
these in detail.
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MARKETING DECISIONS

For each quarter, yaowill have a variety of marketing decisions to make. These decisions will include:

9 the gicing of your product,

1 the alvertisingmedium to usdi.e., newspaper, trade publications, and the wekjreate
customer awareness of your product,

1 the ad messag®mmunicated in your advertisemerasd

9 if activated by your instructor, the sales force you will use to promote product placement with
the retailers. These will include decisions regarding salesrep hiring, firing, transfers, and
commissions

9 if activatedby your instructor, you will need to make decisions for Region 3.

You will enter each of your marketing decisions on the Marketing Decisions screebBx{gbi 5.2.

Next, we discuss each of these decisidirthie options of having a sales force andiperating in Region

3 are notactivatedby your instructor, these decision entries will not appear on your monitor. An example
of this screen is shown as tAbridgedVersion inExhibit 5.2

Exhibit 5.2
Complete Model

Abridged Model

ons! Q .
a Wiew Marketing Costs 2 view Marketing Costs
Price and Promotion R1 RZ R3 sales Plan R1 R2 R3 (Frie o] e R1 R2 Sales Plan R1 RZ
Price &4 570 370 £70 Withdraw Region r r r Price 44 ,W 70 withdraw Region r r
Qualty 24 [ goon [ sooo | egog  SaesFerseast [ 5,206 0 auslty B [ yo08 [ $000 Sales Forecast [ 7771 [ gas
Local Newspaper 22 3 ] g ActualDemand g o o o Local Mewspaper 2 [ g [ 4 Actual Demand 44 0 0
lespersons R1 R2 R3
Trade Publications  H2 [ 5 | 3 0 Trade Publications 44 3 3
Hire & 0 0 ]
web Marksting 44 0 Web Marketing 44 0
Fire &4 0 0 0
Features Develop 42 $0 Featurss Develop &2 0
Commission = 0% 0% 0%
Ad Message Price Price Price Ad Message Price Price
Quality [[Quality | |Quality Available 44 5 3 a quality | |Quality
Service |[Service ||(Service Service | |Service
Features| [Features| ([Features S T UL ri re 3 Features| |Features
General ||General ||General Region 1 Ta: W ’70 ,70 General | [General
Region 2 To: 0 N i
Region 3 To: i 0 M/

Sales Price

A TheQuarter 0 sales price wag®in Regions 1 & 2
A If Region 3 is activated by your instructtine Quarter 0 sales pricelig0 in Region 3if set up as

a country inEuropeusing the Euro as its currenagpd¥500if Region 3 isset up as China.
The priceof your product affects your share of the market in two ways: (1) your price relative to the
prices set by your competitors and (2) any change in your pricetfi®mpriorquarter. The change in
price affects sales exponentially. So, the bigger the changéce, the bigger the impact of that
changeSignificant changes in price from one quarter to the next have@ impact on units sold.
Prices much higher than the average price charged in the region can resijiom to nosales.
You are permted to charge different prices in each region.
Sales price can only be charged in integers.

>

> > >

Product Quality

A Enter how much quality (in monetary terms) that you want to build into your product. The money
spent on quality affects the cust-andeanseduenyer cept
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sales. So, even if you are not producing in a region, yibursist enter the amount of quality you
want added to products sold in this region.
A The money spent on quality affects both market sharéhencbst of goods solzbst.
A Product quality is entered as a marketing decisibis a charge added to the cost of each unit
sold that quarter (i.e. the quality is added at the point of sale). The charge is not added to the cost
of those units in finished goods inventory. The quality expenditure on the Cost of Goods report
equals lhe money spent on quality times the number of units sold that quarter.

Local Newspaper Advertising

A Costs$1,00 per page in Regions 1 & 2.
A If Region 3 is activated by your instructtine cost isi 1 Q0 @er page in RegioniBset up asa
country inEuropeusing the Euro as its currenagd¥5,000 if Region 3 is set up as China.
A Has an impact on sales only in the quarter in which you purchase the ad.
A Affects only the region in which you purchase the ad.
A Maximum number of pages you can buy in a quaéeregion is 99.

Trade Publications

A Cost $3,000 per page in Regions 1 & 2
A If Region 3 is activated by your instructdng costisi 3, 000 per piasgtaipdsan Regi c
country inEuropeusing the Euro as its currenagd¥7,000 if Region 3 is saip as China
A Has an effect on sales in the quarter you purchase the ad and in the following quarter.
A Affects only the region in which you purchase the ad.
A Maximum number of pages you can buy in a quarter per region is 99.

Web Marketing

A WEB marketingexpendituresffect sales only in the quarter in which theney is spent
A The money spent promoting your product on the WWW affects sales in all regions

Features Development

A Product features are enhancements made to the product to make it more marketable.
A The total number of product features added to the product affects sales.
A Money spent on Features Development is spent on research to discover new features to add to your
product.
A It is unknown how much you need to spend to create features, but dvi; khat the more that
you spend on features developmeiné more likelyyou will create a feature
A Any money spent in a quarter is accumulated into a total spending account. It is total spending on
features development that determines whether a feature is created.
A Any new features created in a quarter are added to all items produced in that quadeallaiteins
in Finished Goods Inventory.
A The number of features that have been created is displayed on the S&A Report.

Ad Message

A You must choose from among five different advertising messages. You can choose to vary the
message fromegionto region However, you must use the same message for all forms of advertising
(newspapers, trade publications, and web marketing) wittegian The advertising messages are:

1. Pricei emphasizes thiew price of your product.
2. QualityT extols thesuperiorquality of your product.
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3. Servicei points out the service advantage that your company providés. message is most
effective when a large sales force supports it

4. Feature$ stresses thgreater numbetrof features of your product.

5. Generali describes the ben&dithe consumer (or retailer) can expect to derive from using your
product . Rat her focusing on price, features,
demonstrates) thealue of using your product

A The effectiveness of your advertising mags is strongly influenced by how accurately it matches
reality. For example, if you are advertising features but your product has fewer features than the
products of most of your competitors, your message will be relatively ineffective. Your advertising

will be most effective if you select a message that emphasizes an area in which you have a

competitive advantage.

Salespersons (Optional. May be activated by your instructor)

A Salaryis $10,000 per quarter per salesrep in Regions 1 & 2
A If Region 3 is actiated by your instructothe salary ig110,000 persalesrepn Region 3if set up

asa country inEuropeusing the Euro as its currenapd¥11,000 if Region 3 is set up as China.

A Salespersonkired in a quarter will be trained in that quarter and be ready to promote sales in the
following quarter.

A For the quarter during which a salesrep is hired, for each salesrep hired there is:
A A hiring cost of $2,500 in Regions 1 & 2. | f a c t2500étRegibn 3if et up as
a country inEuropeusing the Euro as its currenapd¥2,000 if Region 3 is set up as China
A A training cost of $5,000 in Regions 1 &2. | f a c t 5000antRegibn 3if Get up as
a country inEuropeusing the Euro as its currenapd¥1,800 if Region 3 is set up as China
A A salary costof $10,000 in Regions 1 & 2.  If activated,010,000in Region 3if set up as
a country inEuropeusing the Euro as its currenapd¥11,000 if Region 3 is set up as @ai
A You can hire at most 9alespersonger region each quarter.

A You can paysalesrepss commissionin an effort to increase yousalespersonperformance. The
higher the commission, the more motivated the salesrep is to promote your product.

A You cantransfer salesrep$o another regioif you desire. Transfer costs between Regions 1 & 2 are
$7,500. Transfer costs to and from Region 3 &d£,000 ifset up asa country inEuropeusing the
Euro as its currencgnd$50,000 if Region 3 is set up as ChiAl salesrep transfers are in $.

A Thesalespersonkave the company at the end of the quarter in whictdisminargethem.

A If you have astock outin a region, you will lose one salesrep unless you hawalespersoni that
region. If your stock out ia region is greater than 2000 units, you will lose salespersons

Withdraw from Region

A If you wish to withdraw from a region, click on the box for that region, enteratigeak (i.e. X ) into
the box. This will eliminate any sales of your product fiiwat region.

Sales Forecast

A Enter your forecast of how many units yexpectto sell in each sales region. Therengsguarantee
that you will sell this amount. This is just yolest estimatef what you will sell.Micromatic uses
your sales plan to calculate the numbers in yforecastedreports. You will use these forecasted
reports to help you make your quarterly decisions.

Factors to Consider When Forecasting Saled'he factors in the marketing mix (price, advertising,
product features, product quality, and service providedShiespersons plus price change and the
accuracy of your advertising message, combine to determine what portion of the market each company
will capture (i.e., its market share). How much you cha@aospend on building quality into your products
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wi || be discussed | ater in this chapter under fi C
price, features, and quality creates a value to the customer. This value, combined with your promotional
and service efforts (e.g., advertising, sales force), will influence sales of your product.

Base your sales forecasts estimate on (a) your decisions regarding these factors that determine market
shar e, (b) your expectations of your competitors
potential for each of the regions, and (d) otherditioms that could influence sales potential. Some of

these other conditions are moderately predictable (e.g., general economic conditions), others may be less
predictable (e.g., the impact of political instability in a foreign country in which the fieratgs), and

yet others may be random and therefore impossible to predict (e.g., a hurricane that temporarily stops
production in a region). The message with respect to these conditions is that having contingency plans can

be inval uabl e avkostasptaiméedngs dondét w

Enter a number between 0 and 99,999 for the three sales regions in which you operate that is your best
estimate of the sales volume you will achielbis estimate igiot a guarantee of what you will sell; only

your estimateof that number. Your forecast is only as accurate as your estimate of your marketing efforts
relative to your competitordéds marketing efforts a

ForecastReports. Once you enter the forecasts, M&romatic program uses thesnumbers to generate
forecast reports that show what would hapifgou actually sold the amount that you forecasiduese

forecast reports allow you to see what your operating costs and net income would be, whether you need to
request a shoterm loan and what your overall picture would be for the quarter. You can also see
forecastsfor your material inventories and the cost of producing your products for that quarter. We
discuss each of the reports createdligromaticin Chapter 3.

Take note These reports ar@recastreports, and are labeled as forecasts on the report screena and

any printouts you generate. They are only as good as your estimate of the demand for your products. No
guarantee exists that you will actually sell what you fasecActual sales are determined after you have
processed your decisions for that quarter and moved on to the next quarter. At that time, the reports are

|l abeled as factual 06 reports to distinguishr them f
competitorsd actions or the gener al mar ket deman
considerably different from your actual sales. If this is the case, your forecasted results will not resemble

your actual results. This means your apitiv plan your actions and predict your results will be highly
dependent upon your ability to forecast accurately.

Remember two things about your sales forecast©ne, the salerecastsyou enter have no effect on

your actual sales in a quarter. Th®licromatic program does not consider sales forecasts when
determining actual sales of a product. It only considers the pricing, promotion, quality, and total market
demand for a product when allocating sales. TMimromatic will not warn you if your sales fecasts

are unrealistic. It is your responsibility to understand your marketplace, using both quantitative and
intuitive skill s, and make a reasoned deter minat.

After looking at the forecasted reports,yaue modi fy your decision inputs
efficiency and performance. You can make as many modifications to your decision inputs as you wish.
The decisions you have entered do not become permanent until you have processed them. You can test
any number of possible decision sets to determine which will yield the best results for your company.

Diminishing Returns. As with almost any product, the advertising of yddicromatic products can
reach a point of diminishing return. As you raise ytwels of advertising, more potential customers
become aware of your products. Unfortunately, awareness does not guarantee a purchase. At some point,




42 Micromatic Student Manual v41l

additional expenditures on advertising will result in smaller increases in the number of sales in.a region
Determining when you have reached this point is a problem all companies face and will be a continual
challenge for your company.

Substitute Products The issue of diminishing returns does not mean you can avoid promoting your
products. If you spend tobittle on advertising, your efforts may result in few sales because your
promotional efforts are overshadowed by your comp
your industry spend little on promotion of thlicromatic products, or price #fm too high, your potential

customers will purchase substitute products sold by companies outsid&ligoamatic industry. This

would mean neither you nor yoltticromaticcompetitors would sell the sales potential forecasted for the
industry. This can atsoccur if the whole industry invests too little in product quality. Your task then is to

design a marketing program that is both effective and efficient. For a marketing program to be successful,

it must generate the demand you desire at the lowest [@ossiti.

MARKETING RESEARCH DECISIONS

You will also have the opportunity to make marketing research decisions each quarter. You will enter
these decisions on the Marketing Research decisions screebBxsibé 5.3. Below the exhibit, we
discuss each ohese decisiong\n example of the Marketing Research Report is shown in Appendix B.

Exhibit 5.3

Purchase Items to Purchase Cost

Sales Potential for Mext 4 Quarters $25,000

Sales Potential: Enter Desired Quarter 1 %7500

Salesperson and Commission Rates by Company  $5,000
Existing Plant Capacity $3,000

Pages of Trade Publications  $2,000

Pages of Local Newspaper Advertising  $2.000

Product Quality  $3,000

Wy Promaotion $3,000

Total Product Features  $5.,000

Units Sold by Company  $3.000

I8 OO0 §CI8 OO 8CI8 OO 808 O jC O §C

Unit Price by Company  $3,000

A Click on the boxX) for the research information desired.
A You have two options for purchasiSgles Potentiainformation.

A Sales Potential for the Next 4 Quarters provides the average demand per company for each of the
next 4 quarters.

A The second research item on sales potential allows you to buy information for a single quarter
that you select. If you select this option, you must also enter the quarter number for which you
desire information.

A To determine the industry sales potentiailtiply the sales potential per firm for each region by
the number of firms in the industry and add the regional sales potentials generated.

A For all other marketing researchoptions you select, you will receive information ff companies
in the industry

A Thecost of the researchoption you select is shown on the screen. That is the total cost for the item
selected, regardless of the number of companies operating in the industry.
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For each quarter, you will have a variety of operatidecisions to make. These decisions will include:

Ordering of raw materials

*  Production workers (i.e., hire, fire, lay off)

*  Production of finished goods (i.e., subcontract productiofhouse production, product

quality)

*  Product transfers (i.e., movemesftfinished goods between sales regions). Note that while
operat.i

t his i
the marketing mix.

You will enter each of your operations decisions on the Operations decisiers gseeExhibit 5.4).
Next, we discuss each of these decisions. If Region 3 isaidatedby your instructor, the decision

tem i s

part of

ons, for

t he

S

mu |

entries for this region will not appear on your monitor. An example of this screen is shown as the

AbridgedVersion inExhibit 5.4.

Exhibit 5.4

Complete Model
@B a0 - x

Operating Decisions: Q1 Forecast

R view Operations Costs

Material Ordered (Units) 2 I 20,000 | ] | i
Liguidate - r [
e w s
Hired (#) _ﬂl 5 | ] | il

Discharged (#) :EI| 0 | ] | 0

Laid Off (#) :é” 0 | ] | [i]

Training :é| 30 | $0 | £0

Subcantract {Units) _ﬂl ] I

| 0

Production {Units) éﬁl 16,000 I

= k
I

From Region 1 To: (#) I 7.000 ]
From Region 2 To: [#) [ N [i]
From Region 3 To: (#) ] I 1] hfA

0| 0

Raw Materials

A Raw materiapurchase costsre as follows.

Units ordered

Price In the US

17 9,999
10,0001 19,999
20,000and above

$10.00
$9.00
$8.00

Abridged Model
@B &E - x

Operating Decisions: Q1 Forecast

2 Wiew Operations Costs

Material Ordered (Units) = 20,000 i

Liguidate r r

Hired (4#) = |—5 l—u
Discharged (#) = I—D I—D

Laid Off (#) =4 l—D l—u
Training 2 l—w l—m

Subcantract (Units) 25 il i
Production (Units) =4 16,000 i

From Region 1 To: (#) Nf& 7.000
From Region 2 To: (#) 0 N2

Price In Europe

010.00 ¥95.00
09.00 ¥80.00
08.00 ¥70.00

A Price breaksare based on purchases by region, not by the total for all regions.

A Raw Materials ordered in a quarter are delivered in the following quarter. For example, raw materials
purchased in Quarter 2 will laelivered in Quarter 3.

A Raw Materials are paid for in the quarter in which they are received; i.e., COD.

Price In China

at
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A Raw Material Order Shortages can occur.
A Inthe USand Europe A 7% probability exists that only 80% of the raw material order will be
delivered. Theemaining 20% will never arrive.
A In China A 14% probability exists that only 50% of the raw material order will
be deliveredThe remaining 8% will never arrive.
A Carrying cost for the beginningunits in raw material inventorgre as follows:
T IntheUS = $2.00
1 InEurope = 02.00
1 InChina = ¥6.00
A Selecting theliquidate option allows you to sell off all raw material inventory that you have in a
region. If you choose this option, you will receive 50% of the value of inventory as shown on the Raw
Material Report.

Work Force

A Wages are 500 per worker per quartertine US

A If Region 3 is activated by your instructting cost ig15,500 in Region 3f set up asa country in

Europeusing the Euro as its currenapd¥9,000 if Region 3 is set up as China
A Thecost to hirea new workein the USis $3,000.

A If Region 3 is activated by your instructting cost ig13,000 in Region 3f set up asa country in
Europeusing the Euro as its currenapd¥25,000 if Region 3 is set up as China

A You need to hire workers one quarter in advance of the first day of work, e.g., if you hire workers
in Quarter 2, they will be available in Quarter 3.

A To form a crewyou need three peopla.partial crewcannotproduceanyunits

A Each crew can produce0DQ units without overtime.

A A crew can produce a maximum of 20% above it s
productivity is 1,000 units, the most it can produce is 1,200 units. The first 1,000 units would be
produced at regular time. The last 2@tlts charged at the overtime raf&ertime occurs if you
exceed either the crew's production capacity or the plant's total current capacity (owned + leased),
whichever is most constraining.

A Overtime is $45.00/unit inthe US Any overtime cost is in addition to the regular cost of producing
the product.

A If Region 3 is activated by your instructdhe cost isi 8.00/unitin Region 3if set up asa
country inEuropeusing the Euro as its currenagd¥210.00/unitif Region 3 isset up as China

A Worker turnover is computed based upon the number of workers in each region.

A Inthe USand Europe  Normal turnover is 10%There is a 7% probability that you'll lose one
additional worker per region and a 3% probability that you'll toss
additional workers per region.

A In China Normal turnover is 7%There is al5% probability that you'll lose one
additional worker per region and7&o probability that you'll loss two
additional workers per region.

A Dischargedworkers leave at the beginning of the quastedbefore turnover is calculatebhitially,
there is no charge to fire a work@heck the Operations Costs report for current costs.
A Laid off workers leave at the beginning of the quarter and return autoaligtthe next quarter.

A Inthe US Lay off cost peworkers=  $3,000

A In Europe Lay off cost peworkers= U 00

A InChina Lay off cost pemworkers= ¥700

A Worker training expendituress money spent in an effort to improve the productivity of your
production workerslt is total spendingon training not spending per worker, which affects worker
productivity.lt is training forall workers, not just for the workers hired in the currgqoarter.
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A Expenditures made this quarter influence worker productivity in the following quahere is no
guarantee that money spent in this area will translate into productivity increases. Nor is there a
guarantee of how mualorker productivity will increasejf an increase does occur. All that can be
said for certain is that little or no investment in training wélise worker productivity to declimad
that the larger your investment in training, the greater the likelihood that the productivibyrof y
workers will increase.

A Manufacturing Costs
A Total manufacturing costs are direct material, direct labor, overheadpmlastdepreciation.

A Overhead costs

A IntheUS = 50%of the total labor cost
A In Europe = 50%of the total labor cost
A InChina = 150%of the total labor cost

Finished Goods

A You cansubcontractthe production of your product with a local manufacturer.
A Units purchased from a subcontractor are available for sale in the same quarter as purchased.
A Thecost of subcontracted unitds shown on the Material and Inventory Costs screen.
A Default costs are as follows.

A IntheUS = $63.00 per unit
A InEurope = 06300 per unit
A InChina = ¥440.00 per unit

A The subcontract cost shown doesinotude money spent to improve theality of the product.
A When operating in China, the reliability of product deliveries and worker turnover are not as
predictable as they are in the US or Europe

A Production is limited by the number afnhancedatrews available, crew productivity, plant capacity,
and the number of units of raw material available. Enter the number of units you wish to produce
during the quarter, subject to the limitations described.

A Finished goodscarrying costs are based orthe number of beginning units in finished goods
inventory.The unit costs are as follows:

A IntheUS = $3.00 per unit
A In Europe = (3.00 per unit
A InChina = ¥18.00 per unit

Product Transfers

1 You cantransfer finished goods (but not raw materiate)another region. Transfer cogir unitare
as follows:

$19.00 from/to R1 $15.00 from/to R2
019.00 from/to R1 015.00 from/to R2

1  When operating in China, the reliability of product defiee and worker turnover are not as
predictable as they are in the US or Europe

Between the US and China
Between the Europe ai@hina

Between regions in the US = $5.00
Between regions in Europe = 05.00
Between the US and Europe = $10.00

> > > > >
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PLANT DECISIONS

1 Background information for making plant decisions.
A You currentlyown plant capacityin Region 1that can produce 10,000 units per quarter. This
capacity will last through Q19.

A You currentlyleaseplant capacityin Region 1to produce 6,000 units per quartdhis lease
terminates at the end Qf7, reducing your production capacity by 6,000 units in Q8

A You must have a minimum of 5000 units of capacity to operate in Region 1 and a minimum of
3000 units of capacity to operate in Regions 2 and 3. This applies to both plants purchased and
plants leased.

A Depreciation is computed straight line ovérqgiarters.

A Money spent on plant maintenance affects the cost of manufacturing your ptadufficient
spending on plant maintenance will affect worker productivity.

For each quarter, you will have to make a variety of decisions related to your plant facilities. These
decisions will include:

A Spending on plant maintenance, which affects worker productivity.

Increasing your production capacity (i.e., build or lease plant capacity).

Decreasing your production capacity (i.e., sell plant capacity).

Invest in technology improvementtactivatedby your instructor.

Sell technology improvement$,activatedby your instructor.

> > > > >

You will enter each of your plant decisions on the Plant Decisions scree&xsint 5.5. Next, we
discuss each of these decisions. If decisions regarding the purchasbraflogical improvements and
Region 3 are naactivatedby your instructor, these decision entries will not appear on your moAitor.
example of this screen is shown asAleidgedVersion inExhibit 5.5

Exhibit 5.5
Complete Model AbridgedModel
Plant Decisions: Q1 Forecast Plant Decisions: Q1 Forecast [ B o @ ~| %
Units Aﬂl 0 | 0 | 0 Option # | ] | ] I i Units ;{QI 1 I 1
Cost ($/Unit) 4 $£100 480 £100 Crew Size ] i} i} Cost ($/Unit) & $100 +80
Minimum Capacity 24 5,000 3,000 3,000 Praductivity 0 0 0 Minimum Capacity & 5,000 3,000
Cost 4 +0 +0 €0 Cost/1000 +0 $0 €0 Cost 44 $0 £0
Maintenance 44 | 50 | 50 | B Total Cost £0 £0 €0 Maintenance &4 | s | 0
**No Technological Improvements Available at this time** _
units B[ of o] 0 sell 4l = = r nits & | | 0
Duration 4 a4 a4 4 Baok value 50 50 €0 Duration &4 4 @4
& &g ®s g ©g
CostfUnit/tr -4 Qtr %4 §7.00  $6.00  £7.00 Costfunit/Qtr -4 Qtr & $7.00  $6.00
Cost/Unitjotr -8 Qtr 24  $6.00  $5.00  €6.00 Costfunit/otr -B QB $6.00 $5.00
Units Agl 0 I 1 I i Units :{-_:gll 0 I o
Minimurn Capacity 42 5,000 3,000

Minimum Capacity =25 5,000 2,000 3,000

Book Value 44 +0 0 €0 Book Value &4 &0 &0
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Adding Plant Capacity

A Build new plant.
A Units. Enter the number of units of production capacity you desire.

A Current cost is $100,000 per 1,000 unitRagion 1 and $80,0Q8er 1,000 units ifRegion 2.
A If Region 3 is activated by your instructtine costisi 1 00, 000 p énrRegion 000 un
3if set up as country inEuropeusing the Euro as its currenapd¥i 60,000 per 1,000
unitsif Region 3 is set up as China
The minimum purchase is 1,000 units.
Payment terms are 20% down, 80% the neartgu.
There is a two quarter delay from when plant capacity is purchased and when it is ready for
producing product. For example, if purchased in Quarter 2, the plant is in construction in
Quarter 3, and operational in Quarter 4.

> > >

A Maintenance Enter theamount of money you wish to spend on plant maintenance.

A Money spent on plant maintenance affects the cost of manufacturing your product. How
much you spend can cause worker productivity to either increase or decrease as it affects their
working conditionsand consequently their ability to efficiently manufacture your product.

A There is no guarantee that a cost decrease will occur. However, the larger your
investment in plant maintenance, the greater the likelihood for a decrease. However, there
is a point & diminishing returns where you will gain no additional benefit.

A There is no way to determine how much you need to spend to yield a cost decrease,
except through experience.

A Lease Plant
A Units. Enter the number of units of production capacity wish tolease

A The minimum lease is 1,000 units.

A There is a one quarter delay from when plant capacity is leased and when it is ready for
producing product. For example, if a lease is purchased in Quarter 2, the plant is operational
in Quarter 3.

Duration. You can lease a plant for 4 quarters or for 8 quarters.

Your currentease terminates at the end of Q7, reducing your production capacity by 6,000 units

in Q8.Do not forget to plan for this!

Current lease caosin Region 1 ar&7 per unit for a 4 quarter leaand$6 per unit for an 8

quarter leaseCosts in Region 2 a®6 per unit for a 4 quarter lease arisiger unit for an 8

guarter lease.

A If Region 3 is activated by your instructtine cost igi7 per unit for a 4 quarter lease ail
per unit for an &uarter leasé Region 3f set up as country inEurope and20 per unit for
a 4 quarter lease a¥d5 per unit for an 8 quarter leagdRegion 3 is set up as China

1 Administrative Costs

1

There is a fixed administrative charge for operasiptant inRegion 1.

1 Inthe US =$50,000

1 In Europe =050,000

There areadditionalcharges for operating plants in Regions 2 and 3.

1 Region 2 =$30,000 if in the US and30,000 if in Europe

f Region 3 =$30,000 if in the USY30,000 if in Europe, ang520,000 if inChina

Additional administrative charges begin in the quarter after you order additional capacity in a new
region.
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Selling Plant Capacity

A Units. Enter the number of units of production capacity wish to sell.

A You must sell a minimum of 1000 units.

You must sell the oldest plant capacity first.

You can use the units sold in the current quarter.

A You lose the capacity at tieginningof the following quarter.

You will be paid the book value of the plant sold (Purchase price less accumulated depjeciati
A You will receive the cash from the sale of the plant in the following quarter.

> > >

>

Technological Improvements (Optional. May be activated by instructor.)

A Investin (Purchase) Technological Improvement

A Option. Enter the option number of the technological improvement you wish to purchase.

There is a one quarter delay from when you purchase a tech improvement until it is operational.
You pay for aechnologicaimprovement the quarter after you order it.

If you technologically improve capacity in a region, you must technologically improve any
additional plant capacity added in that region.

A Costs are amortized via a depreciation charge over 20 quarters.

> > > >

A Sell Existing Technological Improvement
A Sell All A
A Click on the box to enter a check mark (i>¢),to sell the tech improvement existing in that
region.
A You have to seldll the tech improvements that exist in the region you selected.
A If you choose to sell a tech improvement, the selling price is its book value.

FINANCE DECISIONS

For each quarter, you will have a variety of finance decisions to make. These decisions will include:
Shortterm loans

Shortterm investment

Bonds

StockDividends (Optional. May be activated by instructor.)

Stock Issue or Retirement (Optional. May be activated by instructor.)

> > >

If Region 1 is in the US, the financial statements will be in dollars ($). If Region 1 is in Europe, they will
be i n Eu this sumialy) dollark are used as the currency in the following bullets. If Region 1 is
in Europe the number would be the same, only the currency would change. For example, your line of
credit wil. be either $400, 000 or U400, 000.

You will enter each of yaufinance decisions on the Finance decisions screerEfdebit 5.6. Below

the exhibit, we discuss each of these decisions. If decisions regarding stock dividends, issuance or
retirement are naictivatedoy your instructor, these decision entries wilt appear on your monitoAn

example of this screen is shown asAleidgedVersion inExhibit 5.6

Exhibit 5.6
Complete Model Abridged Model
Financial Decisions: Q1 Forecast @ B e ® - % Financial Decisions: Q1 Forecast
Request 44 g0 Dividend per Share 4 $0.00 Bond Interest Rate 44 10.00% Reguest 44 30 Bond Interest Rate 44 10.00%
Bond R ted
Extra Payment 44 ,7% _ Bond Requested 44 30 Extra Payment 42 ,—W ond Requested & 30
1st Bond Extra Payment 44
Interest Rate 44  10.00% Mumbar Issusd 4 [ 1st Bond Extra Payment 4] 50 Interest Rate 44  10.00% 30

Total Line of Credit 4 $400,000 Early Bond Penalty 44 30, Total Line of Credit 44| $400,000 Early Bond Penalty 44 3%

Mumber Retired 44 F]
Deposit Deposit 44 0

i ke $0 Game Min # Shares %2 120,000 e R R 8
withdrawal 48[ gy Game Max # Shares 4 240,000 : wWithdrawal 24 50

Price 10.32
Investment Rate 4  5.00% H s Investment Rate 44  5.00%
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Short-Term Loan Requests

A Request Enter the amount needed to ensure a positive cash flow on the Cash Flow Statement.
A The basenterestrate is 10% adjusted for your debt asset ratio at the beginning of the quarter.
A You receive the loaim the quarter requested.
A However, f the loan requested issufficient to fully coveryour cash flow needs when the
guarter is processegour loan request is cancellatid you will receive an emergency loan
for twice the existing interest rate displayed on the screen. This means thatégyest a
shortterm loan for $200,000 but need $200,001, your loan request is denied and you will
incur anemergency loan for thiill $200,001not for the $1 you were short in your request.
A The maximum amount you can request is displayed adipeuf credit on the financial
decisions screen. In Quarter 1, your line of credit is $400,000.
A You are required to repay what you borrowed in the following two quarters in two equal
payments. For example, if you borrow $100,000 in Quarter 2, you will pay®bh®@uarter 3,
and $50,000 in Quarter 4.
A Extra Payment. You can make an extra payment on your stern loan to pay it off early, if you
desire.

Short-Term Investment Deposits

A Are paid in the quarter in which they are ma@ayment is shown on the CaSlow Statement.
A Interest incom®n deposits and existing investmeistpaidin thefollowing quarter.
A Current investment rate is 5%.

Short-Term Investment Withdrawals
A Are received in the quarter requested.

Dividends Issued (Optional. May be activatedby instructor.)

Are paid in the quarter in which they were issued.

In order to influence the stock price, the dividends must be at least $.05 per share.

You retire stock before you declare any dividends each quarter.

You cannot issue dividendif the transaction results in negataecumulated retained earnings
You pay dividends the quarter that you declare them.

N S S S

Stock Issues (Optional. May be activated by instructor.)

A Stock issuegake place and the proceeds are received in the quarter relqueste

A You cannot issue stodkf t he current price miessthanthe Bl® pabr ok er
value.

The minimum number of shares you can issue in a quarter is 1,000 shares

The maximum number of shares you can issue in a quarter is 10,000 shares

You will pay a broker's commission fee of 1@¥ball stock transactions.

The Minimum # Shares Outstanding that you can have is 120,000 shares.

The Maximum # Shares Outstanding that you can have is 240,000 shares.

> > > > >

Stock Retirements (Optional. May be activéed by instructor.)

A Are paid in the quarter in which they were purchased (i.e., retired).
A You cannot retire stock the transaction results in negataecumulated retained earning%u
may not be able to retire as many shares as you wish.
A You alsohave quarterly and game limits to stock retirements.
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Stock Price

A Is determined by previous price, earnings or losses per share, continuous quarters of profit or loss,
amount of dividends, number of continuous quarters that you pay dividendsgamdegsatio, and
random market factors.

Bond Sales

Are received in the quarter requested.

All companies start with one bond.

Current new bond interest rate is 10%.

Bond repayment is paid over the 20 quarters following the issuance of the bond.

Interest paymendn new bonds starts the quarter after you receive the bond and continues until the

bond is paid off.

You can make an extra payment on your first bond to reduce its outstanding balance

A There is asurcharge of 3% on additionéle., early)oond payments

A The maximum number of bonds outstanding at any one time is two (2).

A To get an additional bond, you mdisst retire the first(i.e., oldestpond.Do this by entering the
amount outstanding for Bond #1 shown on the Balance Sheet.

A You canincludethe momy neededo retire the first bond with your new bond requéstou
haveinsufficient funds from other sources make the early payment

A If the extra payment for the first bond is insufficieatpay it off early, your nevbond request
will be denied The prograndoesnot allow you to overpay your extra payment.

> > D D>

>

In Chapter6, we will discuss the reports generated by the decisions you make that you will use to manage
your business.
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CHAPTER 6 7 MICROMATIC REPORTS

After you process each set of decisions, you will receive a number of reports that will show, in detail, the
results of those decisions. You can view these reports and those of previous quarters using the Quarter
menu option (See therrow on the lefin Exhibit 6.1, below). When yoapenthe Micromatic program, it
automatically loadsup theextqu ar t er 6s deci sion screens and associ
guarter that was just processed, you will have to use the Quarter option to move theckeports you

wish to view. You will also be able to vieflerecastreports that show the results of your decisiégngyou

actually sell the number of units that you forecast for the next quarter. (See discussion of forecast reports

in Chapter 2.)

Exhibit 6.1

Industry Marketing Operations Finance Panels

Below is a map of Micromatic. Follow the arrows to see the effects of your decisions; Legend:
click on the decision and report icons to open desired panel. Nourlocations * Decilne & Report = @

L3
Tools X

Save Decisions
Review Other Decisions

view Bulletin

View Market Research

View Performance Report
View Summary Report

Show: All Panels | Decisions
Panels: Print | Cascade | Close

Marketing Area

Operations Area

You can access all thdicromaticreports either by clicking on the desired report onMiiomatic Map

pane] the Micromatic Dashboarganelor using the droplown menus displayed on the top of thahel

I n addition, you can use sever al Ahot keysdo to a
Micromatic Dashboard (discussed in Chapter @jrl+S for Save decisions, and Ctrl+Q for the Quarter

menu.

We will provide a description of eadflicromatic report that you can access, using hypothetical data for
Quarter 1 as an example. The reparts listed below. Notdf the options of having a sales force and/or
operating in Region 3 are nehable by your instructor, il information will not appea on your
marketing reportsAppendix Aprovidesexample of the reports without this information displayed

1 Marketing reports
1 Marketing costs
1 S & A (Selling and administrative) Report
1 Operations reports
Operations Costs
Material and Inventory Costs
Cost of GoodsSold report
Warehouse Operations report
Workforce and Plant report
Raw Material report

= =4 =4 -4 A& -
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1 Financial reports

1 Balance sheet

1 Cash flow statement

1 Income statement

1 Financial Ratios
1 Game Performance reports
1 Game Summary Report

WATCH VIDEO TUTORIALS 1 VIEWING REPORTS, UNDERSTANDING YOUR STATUS

Before reading further, we recommend that you watch the video tstoridWlicromatic reports. This
will speed up your comprehension of the reports as you read through their discussion Doetaw.
underestimad the value of these tutorials.

There are multiple ways to access the videos. One option if from the Industry Central panel that appears
after you log into théMlicromatic program(See Exhibit 4.1). Click on the Help menu and then the Video
Tutorials option(see arrow in Exhibit 5.1)Y¥ou can also access the tutorials through the Video Center
link. You can find this link on the Industry menu and onieromatic Map andMicromatic Dashboard

panels.

MARKETING REPORTS

By monitoring the Marketing Cost Report you will be able to see the cost of the different marketing tools
at your disposal. By accessing the S & A Report you can see what it cost to promote your product and
gather information on your competitors throughuymarketing research decisions.

Marketing Costs Report

The Marketing Costs Report shows the costs for the different marketing tools you can use to promote the
sale of your product. These costs can change from one quarter to the next. You can deeicumenth

costs by accessing this report when you are in the current (i.e., forecast) quarter. To see the costs for
earlier quarters, you need to use the Quarter menu and change to the quarter you wish to view. Exhibit 6.2
shows an example of this repofin example of thiseportwithout thecosts forSalespersons and Region

3 displayeds shown inAppendix A

Exhibit 6.2

Promotion Costs R1 R2 R 3

Trade Publications 2 $3,000 $3,000 <€3,000
MNewspaper Advertising Cost 2 $£1,000 $1,000 £1,000
Salesperson Salary 24 $10,000 $10,000 £10,000
Salesperson Hiring Cost 2 2,500 $2,500 €2,500
Salesperson Training Cost 2 §5,000 45,000 £5,000

Salesperson Transfer Cost R1 RZ R3
From Region 1 To: Mfs £7,500 F£12,000
From Region 2 To: £7,500 Mo F12,000

From Region 3 To: £12,000 12,000 A
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S & A Report

This report shows the cost of promoting and sellingNteromatic product to prospective customers.

This includes the costs associated with your stdese, if you have ongplusthe various forms of
advertising available to your company. This report also shows the costs of the decisions you made to
purchase marketingesearch{see arrow on left side of Exhibit 6,3ny fines or refunds assigned to your
company by your instructor and the fixed administrative overhead cost for operating your budsginess.
example of thisreport without the Salespersorigformation and Region 3 displayedis shown in
Appendix A

Exhibit 6.3

Salesperson R1 RZ R3 Totals
Hiring Cost & +0 t0 €0 £0
Training Cost 24 +0 £0 €0 t0
Fegular Salary Cost 4  £50,000 £30,000 €0 £80,000
Cammission == £0 £0 €0 t0
Total Transfer Cost o £0
Total == £80,000
Salespersons Available B el
Salespersons Lost (Mext Qtr) B ] ] ]
Promotion R1 R 2 R3 Totals
Local Mewspaper B £9,000 $4,000 €0 £13,000
Trade Publications £ ¢15,000 $9.000 €0 £24,000
Weh Marketing a4 £0
Features Development e 0
Mumber of Features e 1]
q Competitive Information 2 +5,000
Administrative Expense o £50,000
Fines/Refunds =0 £0
Total Sellingfadmin Expense B £1732,000

OPERATIONS REPORTS

The operations reports reflect the cost of making your product available to potential customers for
purchase. These reports show the cost of producing your product and transpuarting sales regions in

which you market your product. Remember, even though your marketing efforts may be successful at
generating demand for your product, if you cannot control the cost of providing your product to your
customers, you can still have anprofitable business. If you lose $1.00 on each one you sell (e.g., you
sell it for $40, but it cost you $41 to produce and transport to your customer), no matter how much you
sell, you will still lose money.

Operations Costs

Exhibit 6.4 provides an exnple of your Operations Cassteport. Besides showing the cost of
maintaining your workforce, it also shows the administrative charge for overhead expenses (e.g., health
care and retirement programs) and the probabilities for losing workers due to afthitierlf the option

of opeating in Region 3 is nagnabl& by your instructor, thisegionwill not appear on your report. An
example of thigseportwithout Region 3s shown inAppendix A
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Exhibit 6.4

Operations Costs: Q1 Forecast ® £ & ® v %

warker Pay (§/Quarter) = $7,500 $7,500 €5,500
Cvertime Pay (§/Unit) 2 $45.00 $45.00 €45.00
Hiring Cost  #4 $3,000 $3,000 €3,000

Layoff Cost 24 $3,000 $3,000 <€£3,000

Overhead Rate &4 50% 50% 50%

administrative Expense 5 $50,000 $30,000 £30,000

Mormal Warker Turnover 2] 10%: 10%: 10%:
Probability of 1 Last Extra Warker == 7o 7o 7o
Probability of 2 Lost Extra Workers == 3% 3% 3%

Material and Inventory Costs

The Material and Inventory Cost report shows ¢het for maintaining goods in inventory, plus the cost
of ordering raw materials for your production proc&dse Exhibit 6.5)It also shows the cost of having a
subcontractor produce products for you and the chance of a shortage occurring in yotoraraer
materials. If this shortage occurs, you will not receive all the raw materials you ordered last §ogester.
If the option of operating in Region 3 is nentablel by your instructor, thiRegionwill not appear on
your report. An example of thigportwithout Region 3s shown inAppendix A

Exhibit 6.5

Material & Inventory: Q1 Forecast @B &G -~ %

Subcontract Finished Goods 22| $63.00 $63.00 £63.00

Material Purchase Order Cost 24 £0 £0 £0
Minimum Order For Low Price 22 20,000 20,000 20,000
Medium Price =2 10,000 10,000 10,000

High Price 24 $10.00 $10.00 £10.00

Medium Price 22 $9.00 $9.00 £9.00

Low Price = $8.00 $8.00 <£8.00

Last Material Shipment Prabability 2= 7% T T
Magnitude of Loss 24  20%  20%  20%

Raw Material = $2.00 $2.00 £2.00
Finished Goods 4 $3.00 $£3.00 €£3.00

From Reagion 1 To: MfA £5.00 $10.00
From Region 2 To: £5.00 NS 10,00
From Region 3 To: £10.00 $10.00 Mia

Tariffs @4 $0.00 $0.00 €£0.00




Cost of GoodsSold Report

The Cost of Goods Sold Report (Exhibit 6.6) provides key information on how much it cost you to
produce a finished product. This is often referred to as Manufacturing Cost of Goods Sold or Mfg COGS.
This includes just the production costs, not the cosharketing the product or financing the business.

This report provides you with information regarding:
The cost of raw materials used in the production process.

The cost of labor used to convert raw material into finished goods.
Overhead costs associatgith running the manufacturing operations.

The cost of improvements in quality made to the product.

Depreciation charges made to reflect the aging of your plant and equipment.

T
T
T
1

1

Note: If the option of operating in Region 3 is retablel by your instructorthis Regionwill not appear
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on your report. An example of thisportwithout Region 3s shown inAppendix A

The top of the report shows the costs by region and the total cost for the various components of your
production costs. Thieottom of the reporshowsthe cost of production on a per unit basis. The last line
each
with the cost of items in inventory from prior quarter operations. This is donsiagpke average cost of

of

t he

report shows the

per

uni t cost of

items in finished goods inventory, not on a FIFO or LIFO basis.

Exhibit 6.6

Cost of Goods Sold: Q1 Forecast

Raw Material 4 £136,000
Regular Worker Pay 45 $£360,000
Oyerbime Pay | £0

Hiring Costs HH f15,000

Layoff Costs | £0
Overhead Hn £187,500

Training and Development Cost | £0
Subcontract & £0

Quality e £0

Lease #H $£3/,000

Depreciation HH $£40,000

Plant Maintenance e £0

Total Manufacturing & Subcontract Costs
Beginning Finished Goods Inventaory
Total Manufacturing Cost of Goods Sold
Ending Finished Goods Inventory
Manufacturing Cost of Goods Sold

BEEEE

£0 €0 $136,000
£0 €0 $360,000
£0 €0 £0
£0 €0 $15,000
£0 €0 £0
£0 €0 $167,500
£0 €0 £0
£0 €0 £0
£0 €0 £0
£0 €0 $36,000
£0 €0 $40,000
£0 €0 £0

£774,500
£106,973
£881,473
£198,043
£582,530

£48,4063
£52.1565
£48.0324
£48.0324
£48.6324

16,000
2,051
15,051
4,074
13,977

t

e
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Warehouse Operations Report

The Warehouse Operations Report (Exhibit 6.7) shows the finished goods in each region in terms of
inventory left from last garter, units you decided to produce this quarter, and units you received from a
subcontractor based on an order you placed last quarter.

This report also shows the units available for sale in each region after transferring items between regions,
the unit you sold in each region and any ending inventories or stock outs you indakedchote When

you are in a forecast quarter (i.e., the current quarter of operations), the Units Sold line is the number of
unitsyou entered as youprecast There isno guarantee that you will sell what you forecagbu will

see your actual units sold only after the quarter has been processed.

Finally, the report shows the cost of transferring product between regions and the cost of maintaining
finished products in irentory.

Note: If the option of operating in Region 3 is rertablel by your instructor, thiRegionwill not appear
on your report. An example of thisportwithout Region 3s shown inAppendix A

Exhibit 6.7

¥Warehouse Operations: Q1 Forecast

Beginning Inventory B 1,229 794 ]
Units Assembled e 16,000 o] 0
Units Subcontracted ] 0 u] 0

From Region 1 To: I8 7,000 u]
From Region 2 To: u] I u]
From Region 3 To: ] 0 MNa
Units Available for Sale e 10,229 7,794 u]
Units Sold o] 7,771 56,206 u]

Ending Inventory B 2,458 1,588 0
Sales Lost {Stock outs) e o] 0

Transportation Cost ; 0 $£35,000 £0 $£35,000

Tariff Charges e $0 £0 €0 £0
Inventary Carrying Cost e $6,069
Total Warehouse Operations Cost ] +41,069

Workforce and Plant Report

The Workforce ad Plant Report number of production workers you have on staff, how many workers it
takes to form a production crew, and how much each production crew can produce each quarter without
incurring overtime(See Exhibit 6.8)This report also shows the prodoat capacity you have available

that quarter, either through use of plant you purchased or plant you I€aseldeased Capacity line on

your Plant and Workforce Repahowsthe number of units of plant capacity you currently have leased.
You currently leas®,000units that you can use through ake note thathis lease terminates at the

end of Q7, reducing your production capacity by 6,000 units inT@8. Leased Cap Expiring Next
Quarter | ine wild/l n ot i dryou wilbfind youfrselftumablesto prdaluce to ttheo n 6 t
capacity you desire.

Note: If the option of operating in Region 3 is retablel by your instructor, thiRegionwill not appear
on your report. An example of thisportwithout Region 3s shown inAppendix A.



Exhibit 6.8

Workforce & Plant Report: Q1 Forecast

Murmber of Beginning Workers
Murmber Discharged

MNurnber Lost to Turnover

Mumber Laid Off

Total Available

Hired for Nest Quarter

Crew Size

Crews

Crew Productivity

Production Potential w/o Overtime

Owhed Capacity

Leased Capacity

Leased Cap Expiring Nest Quarter
Total Current Capacity

Owhed Capacity Ordered

Owned Capacity Under Construction
Leased Capacity Ordered
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e 53 ] ]
] ] 0 ]
e 5 ] ]
] ] 0 ]
4 48 ] ]
x| 5 ] ]
4 3 3 a
] 16

4 1,000 1,000 1,000
] 16,000 0 ]
e 10,000 ] ]
44 6,000 0 o
e ] ] ]
] 16,000 0 ]
e ] ] ]
] ] 0 ]
e ] ] ]

Raw Material Report

The Raw Material Report (Exhibit 6.9) shows the number of units of raw material for available from last

guarterds
based on the number you ordered in pn®r quarter. This means the number of units showing as

operations.

The

second |l ine of

t he

repo

availableis themaximum number of unityou can produce this quarter, because any units purchased in a

guarter (e.g., Q3) are not received until the following quarter (e.g., Q4)JJdgeine shows th@umber

of units you pulled from inventory based upon the number you decided to produce this quarter. This
report also shows the total cost, per unit cost, and inventory cost of maintaining an inventory of raw

materials for production of your product iretkiarious regions. To view the costs for a particular region,
click on the appropriate tablote: If the option of operating in Region 3 is retable& by your instructor,
this region will not appear on your report. An example of tiéport without Region3 is shown in

Appendix A

Exhibit 6.9

Raw Material: Q1 Forecast
s

Region 1

Region 2 Region 3

Beginning Inventory
Receipts
HAwailable
Useage

Final Inventary 3,000
Received MNext Qtr
Available Mext Qtr

20,000
28,000

Carrying Cost
Total Material Cost

8 &0O - X

£32,000
£160,000

£8,00
£2.0000

£192,000 £8.0000
£128,000 £8,0000
£64,000 £2.0000
£160,000 £8,0000
£224,000 £8.0000
£2,000
£136,000
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FINANCE REPORTS

The Micromatic financialreports shown below will help you determine the financial status and health of
your company. They let you know whether your marketing and operations decisions yielded a profit,
required borrowing to meet your cash flow needs, and resultedriora liquid company. Below we
discuss the threllicromaticfinancial reports; Balance Sheet, Cash Flow, and Income Statement.

Balance Sheet

The next report is the Balance Sheet (Exhibit 6.10). It shows the financial status of your company at the
end of the quarter.lle Balance Sheet is a snapshot summary indicating the Assets and Liabilities of the
company at the end of that accounting period. Through it you can determine whether investments made in
plant and equipment or equity investments are receiving a good ratern.

Exhibit 6.10

Balance Sheet: Q1 Forecast

Cash 29 $140,935 Short-term Motes Payable 25 £0

| 480,105 Income Taxes Payable 2 £37,145

Short-term Investment & £0 Total Current Liabilities == £37,145
Finished Goods = $198,043 _

44 $893,073 Bond Payahble 1 :{é 285,000

Bond Payable 2 2 £0

accumulated Depreciation 2= +£80,000 Stock (Par $.1D:| E $1,600,000
MetPlant 44  £920,000 accum Ret Earn & Currency adjust 2 -$109,072

Total Assets 44 £1,813,073 Stockhalder Equity :{é +£1,400,928
Total Liabilities & Stockholder Equity 2= $1,813,073
Market Price of Stock = £10.32

Accounts Receivable

Total Current Assets

The Balance Sheet also shows the net value (i.e., net worth) of your company. This is the liquidated value
of the busi nepssshadpo tanidc Isoocsledd everything of val uce
owed. Whether the atkholders would actually collect this amount of money would depend on whether

they could sell their assets for Abook valueo (i
owners might end wup sell i ng Hhahteeir statechpoakvgldesThisis set s
similar to selling a used car. How much the potential buyer wants the car and what shape it is in will

affect whether the car is sold at, above, or bel

situation hold for the seller of assets of a business. The only asset that is worth exactly what is shown on
the Balance Sheet is Cash. And even this account can become open to bargaining if the company does
business outside the United States and has to deal withiehaates of exchange for the dollar.
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Cash FlowStatement

The Cash Flow Statement provides information on the cash your company received and paid out this
quarter. Exhibit 6.11 shows the impact of decisions made in Quarter 1 on your company's cash flow for
that quarter. The Cash Flow Statement differs from the Income Statement (discussed next), which shows
the dollar value of products you sold and the profits you earned during the quarter. The Cash Flow
Statement shows thactual cash you received this quar. This includes money you collected from
Accounts Receivable. The Accounts Receivable on the Cash Flow Statement shows the amount of cash
that was received from the accounts owing the company money for sales made in the prior quarter.

Exhibit 6.11

Cash Flow: Q1 Forecast ® B3 e ® - %

Subcontract and Raw Material 25 $168,000 Beginning Cash On Hand 25 $186,295
Short-term Interest £0 Collection of 8k 28  $978,390

Bond Interest £7,500 Stock Issuance &4 £0
Dividends Declared £0 Bond Sale 2= £0
Income Taxes Paid £20,681 Plant Sale == £0

Bond Retirement £15,000 Interest Income == £0
s $0

Plant Payments and Maintenance £0

Lease Payment £36,000 - -
Short-term Loans 40 Total Cash Receipts  # £1,164,685

T 40 Total Cash Payments 2 £1,023,750

441
s
441
s
441
Stock Retirement 2= £0 Investrment Withdrawal
441
s
441
s
441

Labar, Quality, Overhead o £562,500 Net Cash Flow E‘ $140,935
VWarehouse Operations 25 $41,060 Shart-term Loan Granted E‘ %0
S & A Payments 44 $173,000 EmeraEnCy e £0

Met Cash Balance [ $£140,935

Below are some additional facts related to the Cash Flow Statement.
Cash Receipts
A 50% ofsales revenueare received as cash in the quarter the sale is made.

A The remaining 50% becomes Accounts Receivable and is collected as cash in the next
guarter. Thee is no bad debt.

Stock issuesaandbond salesare received in the quarter requested.

The sale of plant capacityis received one quarter after you sell the plant. For example, if you

sell plant capacity in Quarter 2, you can use the plant in Quarter 2.wilblose the plant

capacity at the beginning of Quarter 3 and receive the cash in Quarter 3.

Interest earned oshort-term investmentis received the quarter after you make the investment.

Withdrawals of short-term investmentare received in the quarteequested.

Short-term loan requestsare received in the quarter requested.

A The maximum amount you can request is displayed aslymuof credit on the financial
decisions screen. In Quarter 1, your line of credit is $400,000.

Cash Disbursements

A Raw material purchasesare paid the quarter after you ordered the materials. The payment
includes the cost of carrying raw material in inventory from last quarter into the current quarter.

A Interest charges ahort-term loansare paid the quarter after thetois received.

A Interest charges onbonds soldare paid over 20 quarters beginning one quarter after the bond is
sold.

> >

> I



60 Micromatic Student Manual v41l

A Dividends issuedare paid in the quarter in which they were issued.
A Income taxesare paid in the quarter after you incur the tax obligation. For example, if you earn a
profit in Quarter 1, you will have to pay taxes on that profit in Quarter 2. So, the amount shown

as fAProvision for | ncome TaXx e scashuntthd follewingg nc o me
quarter.

A Bond retirement begins the quarter following the sale of the bond. A bond is retired in 20 equal
payments.

A Stock retirementsare paid in the quarter in which they were purchased (i.e., retired).

A Payments for thpurchase of plantcapacity are 20% down and 80% in the following quarter.

A Payments on Rlant Leasebegin the quarter following the lease purchase.

A A Short-term loan is paid in two equal payments in the two quarters after it was received.

A Investment depositsare paid in the quarter in which they are made.

A Labor and overheadexpenses are paid in the quarter in which they are incurred.

A Warehouse operationsare paid in the quarter in which they are incurred.

A S & A paymentsare paid in the quarter in which thase incurred.

A An Emergency Loanappears if your cash payments are greater than your cash receipts, plus any

shortterm loan request you entered.

9 If this occurs, your shotterm loan request is denied and your company is given an
emergency loan to bringour cash balance up to zero. The interest rate on this
emergency loan is double the standard interest rate up to a maximum rate of 30%,
depending upon your company's dabset ratio.

Income Statement

The purpose of the Income Statement for any quartershow the amount of profit or loss that occurred

as a result of your company's operations that quarter. Exhibit 6.12 shows the Income Statement for our
example of Quarter 1 operations. On the Income Statement, the first line shows the sales revasue for t
guarter and yeao-date (YTD) for your three sales regions. The various costs of running the business that
quarter are then subtracted from the total sales revenues. The Manufacturing COGS is the first item
subtracted, yielding your gross profit fdret business. After that, S&A expenses, warehouse costs and
interest charges are subtracted to yield your net income (or loss) before you pay any taxes.

The tax rate for your business is 508 taxes are paid when a loss occurs in a quarter, excepefor th
fourth quarter when the program makes -efigear adjustments in taxes paid in order to make the
cumulative effective rate 50% on earnings for the year.

The Income Statement also shows any dividends you declared to your share holders and the number of
shares outstanding. In addition, it shows your earning per share (EPS), which is a key measure of your
financial performance.
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Exhibit 6.12
Income Statement: Q1 Forecast
Net Sales 2%) £978,390 £978,390
Manufacturing Cost of Good Sold ] £622,520 £692,520
Gross Profit ) £295,860 £295,860
Selling and Administrative Expense 2%) £173,000 £173,000
Warehouse Operations o] £41,069 $£41,069
Operating Profit ] £21,791 £91,791
Met Interest ) £7,500 £7,500
Income Before Income Taxes 2%) $£74,291 $74,291
Provision for Income Taxes o] $£37,145 $£37,145
Met Income After Taxes ] $£37,146 $37,146
Dividends Declared ) t0 £0
Retained Earnings 2%) £37,146 $37,146
Mumber of Outstanding Shares ] 160,000

Earnings per Share ) +£0.23 $0.23
Dividends per Share 2%) £0.00 $0.00

Financial Ratios Report

The Financial Ratios Report shows a number of ratios that you can use to monitor thegmedoof

your business. If you are not familiar with these ratios and what they represent, go back to your basic
accounting and finance texts for guidance on tBisclick on theitem anda short descriptiomill be
displayed on your monitor

Exhibit 6.13

Financial Ratios: Q1 Forecast @ -} o @ o LS

Current == 24,0429

Quick B 12.6870

Debt to Total Assets | 0.1777
Times Interest Earned =] 10,0055
Inventory Turnover o) 6.3965
Fixed Assets Turnover ) 1.0635
Total Asset Turnover ] 0.5394
Return On Sales = 0.0380
Return On Total Assets == 0.0451
Return On Equity = 0.0249

INDUSTRY REPORTS

Besides the reports that are specific to your company, there are also reports available to all companies
operating in your industry. These are the Bulletin, theustry Performance Reporiand Company
Summary Reportyou accesghese three reports under the Industry mé&ve.will discuss each of these

next.
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Bulletin

The Bulletin may have a message that your administrator wants to pass on toMaromatic Team

this message can change after your administrator processesngotiegssions. So do not forget to check

the bulletin after each time your administrator processes Micnomatic decisions for a quarter. It is

your responsibility to be aware of the information provided in the BulletiMi¢nomatic SoloExam this
mesage will not change from the initial message since you are able to process decisions without the
game administratorés involvement

Industry Performance Report

In addition to reports on the performance of your individual company, you will also receive a
performance report that will provide you with information for all companies in JWigromaticindustry

on ®venfactors: sales, net income, earnings per share (EPS), return on sales (ROS), return on assets
(ROA), return on equity (ROE), and the current stpcikce of each company. You will receive this
information for both the current quarter and a summary of the gauai@te.In those cases where you see
ATTTO instead of number s, it means tadndisnotolger ¢ o mp a
patt of the simulation exercise

If you have not yet done so, we recommend that you watch the video tutorial on Understanding Your
Status before reading about the Game Performance Report. You can access this tutorial by clicking on the
Video Centelink unde thelndustry menu or in thblicromaticMap and Dashboard panels.

When you select this option, a screen like that shown in Exhibit\@ill appear on your monitolWe
will use this example to explain how tMicromatic Instructorprogram calculates th@oints assigned to
each team in the Award columns.

Exhibit 614

Micromatic Performance Report: Q9 Forecast PB&® - %

Report Quarter: | 8 E|

Net Income Stock Price & Rank View In Excel

Sales
!
Team Result  IndexPts Award (5) Position | Result Index Pts Award (5) Position
1 2461566 100 5 1 15034331 100 5 1
2 2127373 g6 4 2 13912689 92 5 2
3 1801408 73 4 4 13230317 88 4 3
4 1894447 76 4 31 12018600 79 4 5
5 1749576 71 4 51 12373920 82 4 4 E

Net Income

Team Result IndexPts Award (35) Position

performance To Date
Result Index Pts  Award (35) Position

,
:
1 121660 65 23 4! 665499 66 23 4
ﬁ 2 138388 74 26 31 1001173 100 35 1
3 67143 35 12 51 604182 60 21 5 w
4 186587 100 35 1] 676756 &7 23 3
5 148327 79 28 2 763126 76 27 2

Earnings per Share

Team Result IndexPts Award (20) Position

Performance To Date
Result Index Pts Award (20) Position

'
:

1 0.7603 G5 13 41  0.5199 66 13 4

2 0.8649 74 15 31 0.7821 100 20 1

3 0.4196 35 7 51 0.472 60 12 5

4 1.1661 100 20 1} 0.5287 67 13 3

5 0.927 79 16 21 0.5961 76 15 2
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Calculation of Points Awarded

For each of the factors, the report shows each coc
that performance. Figures in the columns indicate @éachmp any 6 s per fquartenaforce f or
example, Company Bad net incomefor the quarter of $38,388 (see the arrovon the leftin Exhibit

6.14).

The Points Awarded (Aard) columnshows the number of points awarded based anceh companyds
performanceon thatfactor. The points awarded to each company for their performance on a specific
factor are calculated based on (a) that companyds

best performance on that factor multiplied by (b) the maximursiblespoints that could be achieved for
that factor. For exampl&xhibit 614 shows that Company was awarde@6 points for theNet Income
factor. This number was calculated by dividing Compahyaet incomefor the quarter by the company
with the best quarterly income (Compafiyand then multiplying this result by the maximum possible
points assigned for this factad). You set this number on theerformance EffeciVeights screeafter
you createdthe indwstry (SeeChapter 4). In this example, Company et incomefor the quarter was
74% (138388/186587) of Company4d set income so Company2 received74% of the 35 possible
points that could be achieved for this factor. Thus, Compaghieved a Award of 26 (74% * 35).

The Overall Points number is the sum of the points awarded to a company for the performance factors.
The Overall summary also shows the rank of each company based on the Overall Points awarded. Note
that in some cases two companies miglteive the same number of points for a factor. This was the
result of rounding to a twdigit number for display on the report. This rounding can also result in two
companies showing the same number of total points, but different ranking numbers. Ting isab&sed

on the uarounded number resulting from the calculations for each factor.

As with the Quarter Performance Report, the Gaorieate summary shows the total points awarded to a
company based on the number of points it received on each ofuh@ddormance factors. For the
Gameto-Date Report, these calculations are based on all quarters of operation. For the sales and net
income the Gam#o-Date Report is aaccumulationof the combined total of all quarters of operation.

For the earnings pahare (EPS), return on sales (ROS), return on assets (ROA), return on equity (ROE)
factors this report shows tteveragefor all quarters of operation, rather than the total of the quarters.
This allows a better comparison of gatoedate performance witkeurrentquarter performance. The
Industry Ranking summary shows the rank of each company based on the total points it has been
awarded.

The instructor determines the maximum possible points for each of the factors. The points allocated to a
company for ach individual factor can range fror@9 to 99, but the total of all of the maximum points

for an individual factor for the factors must equal exactly 100. This means that points must be allocated to
at least two factors. Usually at least a few pointaalloeated to each factor.

Company Summary Report

The Game Summary Report allows you to generate a qumrtprarter display of the resslfor your

company. Exhibit 6.3 provides an example of this report. This report will allow you to see easily your
peformance overtime. f you c¢click on the AView in Exael 06 opt
use this worksheet to develop charts and graphs to help you manage your company.
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Exhibit 6.15

Company Summary Report: Q9 Forecast

r Dec | Plant Dec | Plant Cost | Mat Costs
Ratios | View In Excel

MRKT | MRKT Research | MRKT Cost

Marketing Dedsions b
Q1 Qz Q3 Q4 Q5 Qe Q7 Qs E

Price - R1 80 82 82 83 a3 83 83 83 L

Price - R2 80 82 82 83 83 83 83 83

Price - R3 80 82 82 83 =k 83 83 83

Quality - R1 4 4 4 5 5 6 6 [}

Quality - R2 4 4 4 5 5 6 6 &

Quality - R3 4 4 4 5 5 6 6 &

Local Newspaper - R1 ] a 9 ] ] a =] 9

Local Newspaper - R2 5 5 5 5 5 5 5 5

Local Newspaper - R3 o 1 1 1 1 1 1 1

Trade Publications - R1 5 5 5 5 5 5 5 5

Trade Publications - R2 ) 3 2 3 ) 3 3 2

Trade Publications - R2 0 1 1 1 1 1 1 1

Web Marketing 500 1000 1000 1000 1000 1000 1000 1000

Features Develop 1] 0 0 0 1] 0 1] 0

Sales Forecast - R1 7771 8500 9000 10000 11000 11500 11500 10000

Sales Forecast - R2 6206 7500 7500 7500 8000 10000 10500 11000

Sales Forecast - R3 400 2000 1500 2200 2500 4300 4300 6250

Actual Demand - R1 8204 8651 8494 9067 9366 9150 8938 9609

Actual Demand - R2 6646 7267 7390 7864 8815 9667 9848 09974

Actual Demand - R3 269 1249 2301 2410 3725 3679 5420 4320

Hire - R1 (o] 0 0 1 1 0 (o] 0

Hire - R2 0 0 0 0 1 0 0 0

A FINAL COMMENT

You should now have a basic understanding of each dfltbematic reports that you will work with
throughout the simulation exercise. The more you work with them, the greater your confidence should
become in using them to manage your company. While tlepegts are simplistic compared to those of
large, complex organizations, the principles for using the reports to gain insight into how to manage any
company are similar. Learning how to analyze where your costs are coming from, and how to control
these osts, is a key to working within any company. We hope and believe the challenges you face in this
simulation experience will aid you in that process.

Good luck.
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APPENDIX A
EXAMPLES OF REPORTSWITHOUT OPTIONAL DECISION AREAS

Marketing Costs: Q1 Forecast @ (3 & (&) Ad LS

Promotion Costs R1 R2

Trade Publications & £3,000 $3,000
Mewspaper Advertising Cost 24 £1,000 $1,000

S & A Report: Q1 Forecast

Promotion R1 R2Z Totals

Local Mewspaper ] $£9,000 $£4,000 $13,000

Trade Publications A $15,000  $9,000  $24,000
Weh Marketing 44 £0
Features Development ) 0
Number of Features 24 0
Competitive Information = 0
Administrative Expense ] $50,000
Fines/Refunds 24 t0
Total Sellingfadmin Expense ] $27,000

OB &G - %

Operations Costs: Q1 Forecast

wWorker Pay (E/Quarter)
Overtime Pay ($/Unit)
Hiring Cost

Layoff Cost

COverhead Rate

£7,500
£43.00
£3,000
3,000

50%

£7,500
£43.00
£3,000
3,000

50%

EERERER

4 $50,000
o 10%
B 7%
=) 3%

Administrative Expense

Mormal Worker Turnover
Probahility of 1 Lost Extra Waorker
Probability of 2 Lost Extra Waorkers

£30,000
10%

7%

3%

eB&0® - %

Material & Inventory: Q1 Forecast

Subcontract Finished Goods

44 $56.00 $56.00
Material Purchase Order Cost f

£0 £0

Minimurn Order For Low Price
Medium Price

High Price

Medium Price

Low Price

Lost Material Shipment Probability
Magnitude of Loss

Raw Material

Finished Goods

From Region 1 To:
From Region 2 To:

44 20,000 20,000
44 10,000 10,000
EA $10.00 $10.00
$9.00 $9.00
$8.00 $3.00
% 7%
20%  20%
$2.00 $2.00
$3.00 $3.00

BEEREEER

MiA $5.00
$£5.00 M8,
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it of Goods Sold: Q1 Forecast

Raw Material # £136,000 £136,000
Regular Waorker Pay 4 §360,000 $D £360,000
Cvertime Pay o] £0 t0 $0
Hiring Costs faos| 15,000 £0 £15,000

Layoff Costs o] £0 t0 $0
Overhead 24  $187,500 £0 $187,500

Training and Developrment Cost o] 0 t0 0
Subcontract 2 $0 0 $0

Quality 24 £0 £0 £0

Lease 44  $36,000 0 $36,000

Depreciation o] £40,000 t0 +£40,000

Plant Maintenance faos| $0 0 $0

Total Manufacturing & Subcontract Costs 44 15,000 $774,500 $48.4063
Beginning Finished Goods Inventory # 2,051 $106,973 $52.1565
Total Manufacturing Cost of Goods Sold 44 18,051 $881,473 $48.8324
Ending Finished Goods Inventory # 4,074 §£192,043  $48.2324
Manufacturing Cost of Goods Sold 44 13,977 £682,530 $48.8324

Warehouse Operations: Q1 Forecast

Beginning Inventory 2% 1,229
Units assembled ﬁ 16,000 o
Units Subcontracted

From Region 1 To: 7,000

From Region 2 To: D NAB

Units awailable for Sale = 10,229 7,794

Units Sald =] FITL 6,206

Ending Inventary =] 2,458 1,588
Sales Lost (Stock outs) %]

Transportation Cost 2% $0 $35,000 435,000
Inventory Carrying Cost éﬁ +6,069
Total Warehouse Operations Cost 2%] $41,069

Mumber of Beginning Workers %) 53 o
Mumber Discharged 4 1] 1]
Number Lost to Turnover a4 S o
Mumber Laid Off | 1] 1]
Taotal available | 48 1]
Hired for Nest Quarter 222 5 o
Crew Size %) 3 3
Crews a4 16 1]
Crew Praduchivity a4 1,000 1,000
Production Potential w/o Overtime | 16,000

Cwned Capacity | 10,000 1]

Leased Capacity | 5,000 1]

Leased Cap Expiring Next Quarter 2% [a] o
Total Current Capacity 222 16,000 o

Owned Capacity Ordered A u] u}

Owned Capacity Under Construction a4 ] o
Leased Capacity Ordered | [a] u]

4]
Re

ion 1 Region 2

Beginning Inventary
Receipts
available
Useage
Final Inventory

Received Mext Qtr
Available Next Qtr

Carrying Cost
Total Material Cost

B ki Bhkks

4,000
20,000
24,000
16,000

8,000

20,000
28,000

$32,000
$160,000
$192,000
$128,000
$64,000

$160,000
$224,000

£8,000
£136,000

£8.00
$8,0000
$8,0000
+8.0000
+8.0000

$8.0000
+8,0000
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APPENDIX B
EXAMPLE OF MARKET RESEARCH REPORT

. . 2/18/2007
Micromatic 0:00
Complete Test Team 1 Solo Quarter 6
1 0 3 1 0 5 3 3
2 2 5 8 6 3 3 3
3 3 6 8 6 3 3 3
4 2 6 6 4 4 3 3
5 11 5 6 7 3 3 3
6 4 6 8 7 3 3 3
1 2000 2080 0 41 42 43
2 5511 6458 10255 46 46 46
3 3031 6369 10255 47 47 46
4 5558 6359 9969 46 46 46
5 5517 6289 10255 46 46 47
6 4989 6384 10255 47 47 47
1 9 4 3 0 0.00 0.00 0.00
2 8 10 6 6000 2.02 1.55 1.01
3 7 6 11 4000 1.52 1.43 1.03
4 5 5 6 4000 1.61 2.28 1.02
5 6 7 6 4000 1.34 1.16 1.21
6 9 6 7 3000 1.55 1.47 1.06
1 16000 0 0 7 6888 5262 9181
2 16000 0 0 8 5716 5466 8944
3 16000 0 0 9 6256 5246 8455
4 16000 0 0 10 4639 4816 8211
5 16000 0 0
6 16000 0 0




