SALES MIX 

INTRODUCTION

This simulation allows you to test your ability to make business decisions without risk. You see the impact of these decisions simulated by a computerised business model. During the simulation you have the opportunity to run this business for several trading periods. During each of these you make decisions, enter them into the microcomputer, see the results and analyse them before making the next period's decisions.

SITUATION

After a recent take-over and the subsequent reorganisation you have become a member of a sales and marketing team. This role involves you in setting prices, determining promotion expenditures and being responsible for success in the market place. 

PRODUCTS

Because of the reorganisation you are not just responsible for selling the existing product (Product A) but also for launching a new product (Product B). Product A is well established but is selling against considerable competition at a price of $20 per unit. In contrast product B, which will be sold to the same group of customers, has no established reputation and little competition. Initial research indicates that it should be possible to sell product B for between $20 and $30.

SALES AREAS

Your predecessors were content to sell into a single sales area (Area 1). However, it has been decided that the company must expand its sales coverage and so a second sales area is to be opened (Area 2). Area 2 is expected to be similar to Area 1 both in terms of potential and in terms of the mix of customers.

COSTS

Product A costs $13 to manufacture and product B $16. Additionally there are fixed costs of $20,000 each period.

DECISIONS

Each period you are able to influence your success by setting:

· prices for each product

· promotion for each area

The prices may be expressed to two decimal places but the promotion must be entered as a whole number. (Promotion covers all expenditures on sales support, sales salaries, advertising etc.)

ORGANISATION

These responsibilities are assigned to members of your group:

Sales Manager(s) who are responsible for the sales areas' revenue and setting promotional expenditures.

Product Manager(s) who are responsible for unit sales for each product and setting prices.

Marketing Manager who is responsible for overall co-ordination and profits.

OBJECTIVES

To be successful and to meet the following targets:

BUSINESS TARGETS

Period
1
2
3
4
5
6
7
8
9
10

Unit Sales











Product A
11
13
15
17
19
20
21
21
22
22

Product B
4
5
7
9
11
13
14
15
16
17

Revenue











Area 1
250
275
300
325
335
350
365
380
390
400

Area 2
50
135
190
260
320
350
380
400
420
430

Profits
20
50
80
110
130
150
170
185
200
210

(all figures are in thousands)

Within the available time you should run the business unit for at least six periods.

USING THE COMPUTER

The first time you use the computer you must decide a team name (of up to 6 letters). This is used to identify your data as the simulation progresses.

Following this you enter your decisions into the microcomputer as follows:



Product A

Product B

Price

20

25









Area 1

Area 2

Promotion

40000

25000







You should use the arrow keys to move between the entry cells on the screen. If you make a mistake while entering a number use the Backspace key to delete. Confirm a number by pressing Enter or moving to another cell. If you make a mistake after entering a number but before selecting confirm, return to the cell and re-enter the number. When you are happy with your decisions, click Confirm. The period is now simulated and the results produced. 

For help with using the computer software, click the Help button. For help with the current task, click the Advise button. If the Explain button is lit click it to obtain an explanation of the current menu or report item.

RESULTS

If, for the first period, you were to enter the decisions shown above you would receive these results:

Unit Sales for Period 1


Area 1
Area 2
Total

Product A
8900
1900
10800

Product B
2800
600
3400

Total
11700
2500
14200

Revenue for Period 1


Area 1
Area 2
Total

Product A
178000
38000
216000

Product B
70000
15000
85000

Total
248000
53000
30100

Income Statement for Period 1


Current
Cumulative

Sales Revenue
301000
301000

Cost of Sales
214800
214800

Other Costs
85000
85000

Profit
21200
21200

Unit Sales Forecast for Period 2


Area 1
Area 2
Total

Product A
8900
3200
12100

Product B
4000
1500
5500

Total
12900
4700
17600

The forecast for the next period assumes that the price and promotion decisions are kept the same.
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