Unit 1
Period:  9:30AM December 27 of the 4th year of operations
Focus:  Evaluating the production system and company financial performance

Meeting agenda:
1. Confirm the problem as the bank sees it:
a. What has been the four-year trend of profitability (gross and net margins)?
b. Where does the firm stand with respect to meeting its loan covenants?

2. Begin to deal with the bank loan problem by answering the following:
a. What is the efficiency of the 15-station assembly line?
b. The assembly line has how much value added time (process time)?
c. The assembly line has how much non-value added time?  The amount of wait/queue time is _____?   The amount of move time is _____?
d. Every _____ seconds a completed game will come off the assembly line.    
e. What is the assembly line’s maximum capacity per day; assuming that it is operated for one 8-hour shift less two 15 minute breaks?
f. Assuming the production employees work 240 days per year, what is the maximum annual capacity of the assembly line?
g. Why will the assembly line NOT be able to produce what you have calculated in question e and f? 

3. The operations consultant recommends that the company eliminate the supervisor and quality inspector positions and add two new positions:  team leader and production manager.  Compare and contrast the job designs for these four positions using a 4 cell matrix.  What should the company do? 

4. Job design:
a. What can management do to improve the job design of the assembly line employees?     







Notes for Unit 1:
1. Review the “Note on Financial Statements” from early F301 sessions (and also posted in Oncourse Resources) to calculate and graph very basic profitability ratios. On the given balance sheet, find the specific requirements of the bank’s loan covenant. 

2. For question #1 use the “Measures of Internal Business Processes” paper posted in resources.  

Unit 2
Period:  1:00PM on December 27 of the 4th year of operations
Focus:  Reengineering of the operations process

Meeting agenda:
1. Redesign the production process to improve operations and financial performance
2. What is the new assembly line’s efficiency?
3. What is the new assembly line’s daily and annual capacity using the guidelines from unit 1?
 








Notes for Unit 2:
1.  For question #1 focus on the assembly line.  In redesigning the assembly line, remember to consider:
a. Capacity relative to the sales forecast, consider the problem of excess capacity as well as not enough capacity 
b. The flexibility of your assembly line (ability to increase or decrease production quickly and at low cost)
c. The size of the “chunks” when you add capacity
d. The number of dependent events 
e. Statistical fluctuations 
f. The quality of the job design (when you design a process, you are designing the jobs too)
g. Pay rate for the jobs you design
h. Learning curve (how long it takes someone to become proficient at the job) of your job designs
i. Variable/fixed costs (you need to decide if direct labor is a variable expense or a fixed expense in the company).   











Unit 3
Period:  Morning of December 28 of the 4th year of operations
Focus:  Financial outcomes of operations process(s) reengineering

Meeting agenda:
1. Construct proforma income statements in both the functional format and the contribution format for year 5 based on 65,000 games sold at an average price of $20 per game using your reengineered operations process from unit 2.  The relevant range for the company’s fixed expenses (not including rent expense) is 50,000 to 85,000 games per year, but this does not mean that you cannot increase fixed expenses relative to variable expenses.  The production consultant has estimated the company’s leased facility (a floor plan is shown in the case) is large enough to produce at least 130,000 games per year and possibly more using one shift.  Also, don’t forget to consider marketing and administrative expenses.  The past experience in increasing marketing expenses has resulted in an increased number of games sold and an increase in the average price received per game. 
 
2. Use the results of your proforma income statement for year 5 to construct proforma balance sheet and cash flow statements for year 5. Assume a few things:
a. The proportion of net revenues in accounts receivable and accounts payable stays about the same as in year 4.
b. Fixed assets have increased by $10,000.
c. The owners have put no new equity into the firm.




Notes for Unit 3: 
1.  Add a year 5 column to the Excel exhibits and schedules provided with the case.  Creating proformas is not accounting.  It is a part of business management all business majors should know how to do.  You have to know the financial outcomes of your decisions in order to make good decisions.  In actual practice, you would do the proformas as you were reengineering the operations processes.  I have separated the two into units 2 and 3 to make the “bites” smaller and easier for you to deal with.  Once you get used to doing this work, you will do them together.
    
2. Use the results of your proforma income statement for year 5 to construct proforma balance sheet and cash flow statements for year 5 as well. Assume a few things:
d. The proportion of net revenues in accounts receivable and accounts payable stays about the same as in year 4.
e. Fixed assets have increased by $10,000.
f. The owners have put no new equity into the firm.
	
Unit 4
Period:  Afternoon of December 28 of the 4th year of operations 
Focus:  Capacity, Quality Control     

Assume the following:
· The company can successfully reengineer the production process + the learning curve and start producing games at full capacity on January 14.  
· January 14 is a Monday and the company can produce games Monday thru Friday.  Saturday is an option for overtime.  Overtime is 1.5 times the regular rate.    


Meeting agenda:
1. Can operations meet the sales forecasts for years 5 and 6?  
2. If sales should exceed the forecasts and capacity, what can the company do to increase capacity?
3. Can the company meet it’s scheduled due dates?
4. Develop a plan for quality control for the company.  

	







Notes for Unit 4:
1. For the quality control plan:
a. For sampling:  What will you sample?  How often will you sample?  The sample size?  The upper and lower control limits?  Who will sample?  And so on. 
2. For due dates:  make a Gantt chart    














Unit 5
Period:  Morning of December 29 of the 4th year of operations 
Focus:  Cost of quality    

Meeting agenda:
1. What was the company’s cost of quality for operating years 3 and 4?
2. Make a proforma cost of quality report for year 5.  
3. Was the cost of quality adequately addressed in Unit 2’s operations process reengineering?
4. If not, what needs to be done?









Notes for Unit 5: 
1.  Use the Excel cost of quality report in the exhibits and schedules.  Compare each quality expense to sales revenue (as a percentage of sales) and compare the total cost of quality to sales revenue.  
2. The ultimate goal is to focus quality expenses on prevention.  In the beginning, you have to spend money on prevention, plus appraisal and internal failure costs will go up too (catching quality errors before they become external failure costs).  So, external failure costs decline first, then internal failures, then appraisal, and finally after you get really good – prevention costs can go down too.
3. Focus quality spending on prevention costs to avoid errors.  Avoid external failures.  









  






Unit 6
Period:  Afternoon of December 29 of the 4th year of operations
Focus:  Setup cost and order quantity (and product pricing) 

Assume the following:
· The company can reengineer the production process + the learning curve and start producing games on January 14.  January 14 is a Monday and the company can produce games Monday thru Friday.
· The maximum batch size is determined to be 1,000 games.
· The setup time between batches averages 1 hour per setup
· Changing languages requires a new batch and a setup.

Meeting agenda:
1. How much does one setup cost?  All set-ups?  
2. Are set-up cost, batch size, and customer order quantity important to marketing - particularly for pricing?
3. How important is the company’s maximum batch size?  What is the solution to the batch size problem? 









Notes for Unit 6:
1.  Methods to calculate setup cost:  
a. Opportunity cost (the gross margin on games if you were producing games instead of setting up)
b. Opportunity cost (the net operating income on games if you were producing games instead of setting up)
c. Opportunity cost (the contribution margin on games if you were producing games instead of setting up) 
d. Labor cost
e. Total operations expenses (labor, rent, utilities, etc.)
f. And so on
2. Consider how setup cost and the maximum batch size affects pricing for marketing.  
3. Batch sizes become less important when what happens?  





Unit 7
Period:   Morning of December 30 of the 4th year of operations  
Focus:  Raw material inventory, offshoring and outsourcing 

Assume the following:
· The company would like to have 10 production days of safety stock.
· The company purchases all of its raw materials from one supplier, except for the shipping boxes, which are purchased from a nearby box manufacturer/distributor.  
· Delivery of orders by the supplier is guaranteed in 10 business days (Monday – Friday).
· The company’s inventory carrying cost is 24%. 
· Shipping is by UPS or FedEx.  There is no significant cost difference in large or small orders.  Shipping cost is included in the direct materials cost in Schedule 1.    
· The supplier will give a 1% discount for orders over $10,000.
· The company’s ordering cost is $60 per order ($25 to make and manage the order + $35 to determine what to order – presently done by the office manager). 
· The direct materials cost per game will average $4.19 for year 5 before the large order discount given by the supplier.  The cost of a shipping box is $2.10.  Each shipping box holds 30 games.  The shipping boxes are picked up each week by one of the owner/managers on their way to work.  
· There is currently enough storage space to store up to $33,000 of raw material inventory.   

Meeting agenda:  
1. Develop a plan for ordering and managing raw material inventory.
a. How often will you check inventory?
b. How often will you order?
c. How much will your average order be?  
d. What will be your average dollar amount of raw material inventory for year 5? 
e. What will your inventory carrying cost be for year 5?
f. What will your ordering costs be for year 5?  
2. Should the company consider opening a production plant in China or similar country (this is offshoring) or outsourcing production to a reliable supplier beginning in year 6?  
a. What price per unit would you be willing to pay for outsourced production?
b. What cost per unit would you look for when considering offshoring?       


Notes for Unit 7: 
1. For question #1, you should consider the forecast period – the longer the period the less accurate the forecast. 
2. For question #4, you should calculate two prices – a price for outsourcing game production and a price for offshoring production.   

Unit 8 – by Professor Michael Oakes for F301
Period:  Afternoon of December 30 of the 4th year of operations
Focus:  Finance

Additional Information:
After all the work that has gone into reconsidering the firm’s operations, this afternoon is devoted to looking at the financial impact of these changes. In addition, it is time to evaluate some alternatives to the capital structure of the firm in order to see how future growth might be financed.

Because of the improvements you have made, and the proformas for year five, you believe you can now obtain better financing of the line of credit you have been using. Below is the information gathered from investigating possible new lending.

Institution	Loan Amt	Term	Interest Rate	Notes…

Current Bank	$150,000	6 months	8.00%	Renewable, as now.
Current Bank	$100,000	12 months	7.50%	Renewable.
New Bank	$150,000	12 months	7.65%	Renewable.


Meeting agenda:
1. Go beyond the simple profitability measures from Unit 1 and construct a table of financial performance ratios based on the four-year data you have available in the income statement and balance sheet. Include in these tables the likely results based on the proforma work you did in Unit 3. But clearly indicate the proforma, or projected, nature of these numbers.
2. Prepare a few basic trend graphs that will help communicate these performance ratios to all the decision-makers in the firm.
3. What do the ratios – and their trends – tell you? What meaning would you draw from them as you present them to fellow managers in the firm?
4. Think of a way to graphically communicate the change in the capital structure of the firm over the five-year period you are evaluating.
5. What is the impact on cash flow and net income from the three different lines of credit offerings? What kinds of issues would you discuss in order to make a decision regarding these lines of credit? Given the proformas for year five, what are other issues you might consider regarding this line of credit financing?
6. Could this firm offer stock to the public?  If it did, what might be a possible cocktail napkin estimate of the value to place on a share of stock?  There are currently 1,000 shares authorized and outstanding (500 shares, each owner/manager).   





Unit 9
Period:  Afternoon of January 20 of the 5th year of operations
Focus:  Aggregate planning, capacity, scheduling 

Additional information:  
1.  Use the assumptions provided in previous units.
2. The company can rent a storage building within forklift distance of the company’s production facility.  It will cost $50 per forklift trip (the company will rent a forklift from a nearby company on a per hour basis) and the forklift can move one pallet of games per trip.  Each pallet holds 18 shipping boxes or 540 games.  The rent, insurance, management, and other expenses for the storage building and finished goods inventory are $10,000 per year.  The owner of the building requires a one year lease.  
3. Overtime for employees is 1.5 times regular time.
4. Hiring costs are $2,100 per hire (includes learning curve) and firing or layoff costs are $2,000 per worker. 
5. The company can hire temporary workers from a reliable temporary agency for $15 per hour total cost (wages + benefits).  The learning curve cost for temporary workers is expected to be $1,000 per worker.  Temporary workers are limited to 25% of the regular work force for operational reasons.   
6. During your work in Unit 7 you were able to find a reliable supplier in China that can produce games in batches of 1,000 games at a price of $15.50 per game.  This price includes the shipping costs from China to the customer.  The supplier promises that it can supply all the games that the company needs.
7. Assume that the large order below is not included in the sales forecast.       

Meeting agenda:  
1.  A large customer is willing to pay $20 per game for a large order.  The customer wants two 15,000 game shipments.  The first 15,000 game shipment would be July 1 in year 5 and the second 15,000 game shipment would be December 1 in year 5.  The customer is an excellent credit and agrees to pay within 30 days of shipment.  Because shipping dates are critical to the customer’s business and the customer needs the entire shipment on the date requested a substantial penalty will be assessed for a late shipment or not shipping the entire 15,000 games.  The customer will not accept games before the delivery date.  The penalty is $4 per game.  In addition, the company can expect to lose the future business of the customer.  Should the company accept this order?  

Notes for Unit 9:
1. Estimate the potential net operating income from this order to see if it is worth considering.  
2. You will need to make an aggregate plan to make this decision.  In Excel, create a simulation model to test various aggregate planning scenarios.  The key to the model is determining the variables.  Then you change the variables around in your scenarios.           

Unit 10 – by Dr. JK Lee for M301
Period:  Morning of January 21 of the 5th year of operations
Focus:  Marketing 

Additional Information:  
After all the work that has gone into reconsidering the firm’s operations and finance, this afternoon is devoted to looking at the marketing impact of these changes. 

Meeting agenda: 

1. Discuss competitors with similar service offerings, either regionally or elsewhere, and how this particular “Product,” or service, fits with Board Games Unlimited, L.L.C.’s mission (“Who we are and what we want to be”). As part of your response, conduct a S.W.O.T. analysis of Board Games Unlimited, L.L.C. as well as an analysis of the external environment factors as they exist today. 
2. Amazon.com identified an opportunity to capitalize on a desire of many consumers to chop at home. This strategic window gave Amazon.com a very competitive position in a new market. Consider the opportunities that may be present for Board Games Unlimited, L.L.C. Identify a strategic window, and discuss how a company could take advantage of this opportunity. What kinds of core competencies are necessary?
3. In addition to current customers, identify other potential customers for Board Games Unlimited, L.L.C.’s new service or product. Ask yourselves, what is the need for this product/service offering?
4. Discuss in detail the value that Board Games Unlimited, L.L.C. creates for its customers. How is Board Games Unlimited, L.L.C. positioned in the marketplace?
5. How could Board Games Unlimited, L.L.C. build long-term customer relationships? How can technology help Board Games Unlimited, L.L.C. improve their relationships with customers?
6. Evaluate Board Games Unlimited, L.L.C.’s method of setting the “Price” for product and services. Make at least one recommendation for how the pricing strategy might be improved and discuss your rationale. Consider the break-even point as well as changes in pricing during stages of the service offering’s potential product life cycle.
7. What advertising media recommendations would you make for Board Games Unlimited, L.L.C., and how would you evaluate the effectiveness of those media and the advertising? Discuss the intended strategy behind the promotion.
8. Make your marketing recommendations based on what you've learned this semester and you own critical thinking.
Board Games Unlimited, L.L.C. by William C. Haeberle (2010)	

