MICROMATIC TEAM SIMULATION SCENARIO

The firm you are taking over is operating in an industry that is experiencing a fairly high degree of uncertainty from a number of sources.  First, the industry is relatively new since there has been only one quarter of complete operation (Q0) and all the firms are identical.  Second, all the firms have just been taken over by new management teams.  The founders of the firm have decided that they don’t wish to manage the firm, which is why they have hired your management team.  They do not plan to tell you what strategies you should follow nor meddle in day-to-day decisions, but they will monitor your performance.  They reserve the right to sit in on your management meetings.  
While all of the firms are identical since they are under new management, their strategies are unclear, which creates uncertainty in the industry.  A third source of uncertainty comes from general economic conditions. Some economists are convinced that the economy will continue to grow at a rapid rate; others believe that the past pace cannot be maintained.  It is currently unclear what will happen and what actions, if any, the government regulators will take.  The analysts also note that the impact of general economic conditions may vary from region to region.  General economic conditions may influence the projected sales potentials.  A fourth source of uncertainty relates to the product itself. Industry analysts are uncertain where the product is in its life cycle, although there appears to be continued growth potential. Industry analysts have also observed that quarterly patterns of buying behavior vary among the three geographic regions and that some regions are more predictable than others.  Analysts also note that the factors that influence sales vary from one geographic region to another. 
Sales potentials (average demand per firm) for Quarters 1:

   Quarter

Region 1
Region 2
Region 3



1

  8500

  6600

  3000

A fifth source of uncertainty has to do with the cost of doing business in the industry. Your firm is unionized in the US with a new three year contract taking effect in Quarter 1.

1.  The provisions of the contract call for the following wage increases:

Quarters 1, 2, 3, 4

No change so base rate continues at $7,500

Quarters 5, 6, 7, 8 

8% increase

Quarters 9, 10, 11, 12

8% increase
Quarters 13, 14, 15, 16
to be determined
Other cost changes have already occurred.  The cost to subcontract is $63 per unit in R1 and R2, and ¥460 per unit in China.  The subcontractors have limited capacity but have decided not to turn any potential buyer away. Therefore, if the subcontractor experiences high demand, the price will increase.  Other types of cost changes are uncertain, although inflationary pressure may cause costs to increase.  You need to check the costs and limits screens each quarter to make certain that changes have not occurred.

There are firms working on technological improvements that may make firms in the industry more efficient in their production.  If and when improvements become available they will be announced.

You are encouraged to bring any items you believe are errors in the simulation to the instructor’s attention.  The instructor will review such items and decide how to handle the situation.  If it is determined that there is an error, the reporting team will have some benefit from having called it to the instructor’s attention. However, if the instructor discovers such discrepancies on his own, firms which have benefited will have the benefit removed.  Please make certain that items you are asking about are not addressed in the various simulation instructions.

MICROMATIC TEAM SIMULATION POLICIES

A. You must submit all decisions by the time specified. If I do not receive a decision, I will use the decision from the prior period.  Note that the last decisions “saved and submitted for processing” are the ones the program uses when a quarter is processed.  The person submitting the set of decisions to be used should use the “Save Decisions and Submit for Processing” option.  The Save Only option does not get your decision to the server. It is the responsibility of the team to ensure the decisions submitted are the ones to be processed.  
B. I expect that all team members will actively participate in team decision-making and preparation of reports. There will be peer evaluations at mid-semester and at the end of the semester to help me assess participation. It is each team member’s responsibility, however, to make certain the group functions efficiently and effectively
