Board Games Unlimited, L.L.C.

	Board Games Unlimited, L.L.C. was formed four years ago by two graduate students to produce and sell a board game similar to Monopoly.  Initially, the owner/managers just wanted to make enough money to help fund their graduate studies.  Their idea was to make a customized real estate board game by using popular local real estate as the properties in the game.  The game was popular and the business was profitable from the very beginning.  After graduation, two years ago, the owner/managers decided to work on the company full time because they enjoyed operating their own business.



	Both of the owner/managers are skilled sales people.  So, when they started selling their game full time the business experienced explosive growth.  Technology has allowed the company to become a small business that sells to customers all over the world.  Neither of the owner/managers knows very much about operations, as they both had focused their graduate studies on honing their marketing skills.  The business is experiencing the following difficulties in the three functional areas:

Finance 
Cash shortages					
Profitability problems 
Poor and declining debt to equity ratio  
Being out of covenant with the firm’s primary (and only) lender
Growing dissatisfaction and discomfort by the owner/managers with owning and managing the business because of an increasing concern over business risks and forecasting future sales, operating expenses, net income, and bank borrowing needs.  

Marketing
Uncertainty of marketing concerning pricing, order sizes, and product costs 
Uncertainty by marketing as to the shipping dates that it can promise to customers
Uncertainty of marketing as to the product quality it can promise customers
Loss of customers and brand equity due to missed due dates or quality problems    

Operations  
Excessive production personnel turnover and the general dissatisfaction of production employees with their jobs 
Idle time on the assembly line due to quality problems, material shortages, or absent/late production personnel 
Increasing overtime costs to meet due dates
Customer complaints due to late shipments
Various kinds of quality problems, including accepting the return of defective product for a full refund of $27,000 in year 4.  The owner/managers thought that the hiring of a quality inspector in year 3 would solve the quality problems, but complaints from customers and comments from production employees indicate that this action has not helped.  The owner/managers have no idea how much the quality problems cost the company in year 4 and cannot even make an educated guess as to the cost for the next year (year 5)


Marketing
	The company excels in marketing as indicated by the huge increase in games sold and in the increase in the average price received per game.  The owner/managers know how to create products customers will want to purchase and how to get customers to purchase.      

The Product and Price
	The owner/managers have continued to differentiate the product by adding color choices, language choices, design touch choices, and the real estate or product choice all described in this section, using proprietary software.  The company’s proprietary software is a key to its ability to compete in the marketplace.  Because of the company’s product innovations, increased marketing expenditures, and brand equity the average price received per game has increased from $18 in year 1 to $20 in year 4.  From the customers’ perspective the product is a custom product.

Promotion
	Marketing and selling expenses consisted of the following in year 4:
Advertising 		           $ 20,000
Allocated overhead		    7,000	(Insurance, rent, utilities, etc.)
Depreciation			    2,000
Other marketing expenses	    9,000
Salaries & benefits		  75,000	(75% of the owner/managers’ salaries and benefits)
Sales promotion		  22,000
Supplies and equipment	    3,000
Website			  12,000
Total			          $150,000
 
The owner/managers’ salaries plus benefits (25%) are allocated 75% to marketing expenses and 25% to general and administrative expenses.  

Distribution
	The games are boxed for shipping to UPS/FedEx specifications immediately after they are produced.  Currently UPS makes a pickup at Board Games in the late morning and the late afternoon.  The customer pays the shipping costs.       

The Target Markets 
	The owner/managers have several target markets:  chambers of commerce, colleges and universities, municipalities, and in the last two years businesses.  The business market had made for some interesting games.  For example, a global corporation with production and sales facilities all over the world had ordered 2,000 games with its worldwide plants and sales offices as the game properties.  The corporation’s HR vice president had the idea that the game would help employees learn more about the company and the scope of its operations.  The idea must have worked, because a few months later the VP ordered 3,000 more games…in three different languages…1,000 games each in Hindi, Chinese, and Spanish.

	In another example, a company used its products as the properties instead of real estate.  Each product had a lease cost rather than a rental cost.  Otherwise the game was the same.  This company gave the game to its customers, suppliers, and employees.  The game was used as a public relations and branding tool.  The owner/managers had always sold the game to the various target markets as a marketing tool, but this example kicked the marketing angle up a notch by adding a new target market for the business.  

Order Sizes
	Order sizes ranged in year 4 from a few hundred games to the company’s largest order yet – the 3,000 game-order mentioned above.  Because the games in the 3,000 game-order were in three different languages, the owner/managers were able to get a premium price per game.  

The Sales Forecast
Sales for prior years, including year 4 which is just ending, are shown as follows:
Year 1:  8,000 games
Year 2:  12,000 games
Year 3:  36,000 games
Year 4:  55,000 games

The sales forecast for the upcoming years 5 and 6 was last updated December 1, year 4 and is as follows:
Sales forecast for year 5:  65,000 games, year 6:  75,000 games 
Order size range is estimated to be between 200 games and 5,000 games, with an average order size of 700 games per customer.
The company’s largest customer:  5,000 games in four different languages
The company’s smallest customer:  200 games in one language

 
Finance
	Financial management is everything that is involved in acquiring money and using it effectively.  Good financial decisions increase the value of owners’ equity and poor decisions decrease it.  Lately, the owner/managers have been wondering if they are good financial managers as members’ equity has declined in the past two years and the company has struggled to make money.  

	The owner/managers do remember from their one finance course in college that the financial manager is primarily concerned with three basic questions:  
What long-term investments should we make?
Where will we get the money to pay for our investment?
How will we manage our everyday financial activities?

What long-term investments should we make?
	The owner/managers know that this has something to do with capital budgeting.  But, they are not sure exactly what capital budgeting is or how to use it.  To date, long-term investment decisions have been made based on “what sounded good” or to satisfy some immediate need or crisis.   

Where will we get the money to pay for our investment?
	In years 1 and 2, when the business was small, the owner/managers were able to finance the business with their own money.  They know that the specific mixture of long-term debt and equity that a firm uses to finance its operations is called the firm’s capital structure.  They also know that their company’s capital structure will affect both risk and the value of their business.  The increasing bank debt and decline of members’ equity in years 3 and 4 are making the owner/managers very nervous.  They are starting to question their plans and decisions.  They are losing confidence.  

	The company’s lender is getting nervous too, it has indicated that the trend of the firm’s capital structure in years 3 and 4 is not favorable and the owner/managers must plan and execute a plan of action to make significant improvements soon.

How will we manage our everyday financial activities? 
	This involves the receipt and disbursement of cash.  Working capital refers to a company’s current assets and current liabilities.  The process of managing working capital is called working capital management.  What the owner/managers have not realized is that working capital management is a day-to-day activity.  


Operations
	Operations has experienced massive growth in production levels in the first 4 years of business.  Operations has just been trying to keep up with sales.  Operation’s focus has been to get games shipped - usually in an expediting manner.  What is dangerous is that the owner/managers and the employees are not even aware of the fact that they are expediting.  They think that they are “working hard and doing a good job.”  No one is thinking about what activities add value and what activities do not add value.  There is no overall operations strategy and plan.    

Internal Business Process Performance
	The owner/managers are not aware of the following:
Manufacturing cycle time or the manufacturing cycle efficiency
Delivery cycle time
Cash cycle time
Value-added time and non-value added time
A detailed understanding of product costs
The cost of quality
Setup costs – switching from one batch of games to another batch of games
Dependent events and statistical fluctuations 


The Production Process 
	The operations function works 240 days per year.  There is one 8-hour shift that takes two 15-minute breaks (7.5 hours in actual production).  Currently operations has the following departments and one assembly line.  
The Art Department
	Orders are for either a new game or for more of an existing game.  In the case of a new game, one of the owner/managers works with the customer to determine the properties or products for the game and their rental cost or lease cost if a product.  Once this is determined, the owner/manager gives the order to the graphic designer in the art department and the actual game board is designed.  All design work is done on personal computers using the company’s proprietary software.  The graphic designer takes the company’s standard game template and adds the properties or products that are listed on the order.  The company has some great proprietary software that allows the graphic designer to change colors (30 choices) and add creative design touches (20 choices) to each new game board.  When completed each game board looks very different from other game boards that the company has produced.  The game board clearly looks like a customized product.  The same process and choices are used to create the property cards.  Finally, the graphic designer creates a design for the outside of the box containing the game, using a standard template and choices made during the game board design.  

	To make a game board in another language, the graphic designer uses the company’s proprietary software to change from English to the desired language.  The company currently has the capacity to handle 10 different languages.

	Once the game board is designed, the owner/manager then reviews the game board with the customer.  Changes and adjustments to the game board are easy with the company’s computerized design system.  On average the owner must review the game board design with the customer two times before a sale is made.  The range of the number of design reviews with a customer is one to five.  Once the customer is satisfied with the game board design and box label, a price is negotiated and the order and the game board design are sent electronically to the printing department.

The Printing Department
	When the electronic order is received in the printing department, workers load the file onto their PC and print out the game board design on special decals.  Printing is by a high quality color inkjet printer on a decal that measures 20 inches by 20 inches.  The company has decals with 3 different background colors.  The back of the decal is covered by an adhesive with a paper backing that is removed when the decal is applied to the game board foundation during production.  The decal material is purchased in 20 by 20 inch sheets from a reliable supplier.    

	The printing department prints the property or product cards, the games cards, and money.  The money is printed in standardized colors and sizes (4.25 by 2.5 inches) on 8.5 by 11 inch paper (8 bills per sheet).  The money is customized electronically before printing into the language’s currency style.  At this time the company can print money in 12 different currencies using its proprietary software.  The game cards (3 by 2.5 inches) are standardized and printed on 8.5 by 11 heavy card stock (9 per sheet) in a choice of 6 colors as specified by the graphic designer in the design phase.  There are two different sets of game cards, each of a different color – game cards and property cards.  The property cards (3 by 3 inches) as designed by the graphic designer are printed on 8.5 by 11 heavy card stock (6 per sheet) in one of 4 colors. 

	As its last step, the printing department prints the label that will go on the outside of the box containing the game.  The label measures 9 inches by 4 inches and comes from the same supplier as the game board decals.  The labels use the same adhesive back and arrive from the supplier already cut to size.     

The Cutting Department
	Once printing is completed, the property cards, game cards, money, labels, and decals are moved to the cutting department for cutting into their respective units. 

	The cutting department cuts the cardboard that serves as the foundation of the game board.  Two pieces are required for each game board at 20 inches by 9.875 inches each.  The material is purchased from a supplier in 24 by 48 inch sheets.

	Finally, the cutting department cuts the backing for the game board – one piece at 20.5 inches by 20.5 inches of a durable material with an adhesive on one side with a removable backing and in two color choices.  The graphic designer specifies the color during the design phase.  The company purchases this material in 22 by 44 inch sheets. 

	After cutting, the property cards, game cards, money, labels, decals, and game board backs are placed on carts and sent to the work-in-process area until needed by the assembly line.  

The Assembly Line
[image: ]	Because of the rapid sales growth and the inexperience of the company’s founders, the assembly line has never been formally planned.  It has evolved through several configurations to meet increasing sales into the workstations described in the description of the assembly line section and shown in the layout diagram.  There is one person working at each workstation.  The move time (transferring a game from station to station as it moves down the assembly line) averages 4 seconds between stations.  The range of the move time is 3 seconds to 5 seconds.  Materials and parts are delivered to the assembly line by rolling carts.  As a cart is emptied, another restocked cart is moved into its place.  The company has no formal process for stocking carts other than the cutting department stocks the carts with the materials it cuts.   

The following is a description of the assembly line:
									 
Station 									Process
Number		Task(s) Performed at Station			Time_____       
Take box bottom and place plastic money tray in box	40 seconds	
bottom.  Count out 35 red plastic property upgrade pieces
and place in box bottom

   2		Take two dice from bin and place in box bottom not 	20 seconds
		taken up by plastic tray. Count out 16 green plastic
		property upgrade pieces and place in box bottom.

   3		Take one property card from each of 28 bins.  Place a 	42 seconds
		rubber band around property cards and place cards in 
		box bottom.

   4		Take one game card from each of 15 bins that are game	20 seconds
		card set #1 and place rubber band around cards.  Place
		cards in the box bottom. 

   5		Take one game card from each of 15 bins that are game	35 seconds
		card set #2.  Take game card set #1 from box bottom and
		remove rubber band.  Place game card set #1 on top of 
		game card set #2.  Place rubber band around both game
		card sets and place in box bottom.

   6		Take one game piece from each of 7 bins and place the 	45 seconds
		game pieces in the box bottom (15 seconds)  Count out 
25 $500 bills and attach to cardboard strip with rubber 
band.  Place money in box bottom (30 seconds).

   7		Count out 25 $100 bills.  Take $500 bills from box		40 seconds
		bottom and remove rubber band.  Place $100 bills on top 
		of $500 bills.  Attach rubber band around money and 
		place in box bottom.

   8		Count out 25 $50 bills.  Take $500 and $100 bills from 	40 seconds
		box bottom and remove rubber band.  Place $50 bills on 
		top.  Attach rubber band around money and place in box
		bottom.

   9		Count out 50 $20 bills.  Take money in box and remove	55 seconds
		rubber band.  Place $20 bills on top.  Attach rubber band
		around money and place in box bottom.  

  10		Count out 40 $10 bills.  Take money in box and remove 	45 seconds
		rubber band.  Place $10 bills on top.  Attach rubber band
		around money and place in box bottom.  

  11		Count out 40 $5 bills.  Take money in box and remove	45 seconds
		rubber band.  Place $5 bills on top.  Attach rubber band 
		around money and place in box bottom.

  12		Count out 40 $1 bills.  Take money in box and remove	45 seconds
		rubber band.  Place $1 bills on top.  Attach rubber band
		around money and place in box bottom.

  13		Take money and remove rubber band.  Shrink wrap		50 seconds
		money and place back in box bottom (20 seconds).
		Take red plastic property upgrade pieces, green plastic
		property upgrade pieces, dice, and game pieces and 
		place in plastic bag.  Seal bag and place bag in box (30 
		seconds).  
   
  14		Place two cardboard game board halves in fixture so that	90 seconds
		they are separated by ¼ inch.  Peel backing off of printed 
		game board decal.  Align decal over board halves
		and lower it down .  Remove board from fixture and flip
		it over.  Attach game board backing.  Flip game board 
		over again and fold backing over front of game board, 
		creating a ¼ inch border.  Fold game board in half and 
		place in box covering money tray, game pieces, and cards.

  15		Place game instructions in box.  Place box top on box 	50 seconds
		bottom.  Place label on box front.  Shrink wrap entire
		box.  Place completed box in carton for shipment.


	
	In the current layout of the assembly line, the person at station 15 takes the game from station 14.  The person at station 14 does only the 90 second tasks and has no move time.  This results in the move time and the range of move time not affecting capacity in this particular assembly line layout.  The following is a diagram of the current layout of the assembly line.     



[image: ]



General and Administrative Expenses
	General and administrative expenses consisted of the following in year 4:
Allocated overhead 		$  5,500	(Insurance, rent, utilities, etc.)
Bad debts			    6,500	(Uncollectable accounts receivable)
Depreciation			    2,000
Miscellaneous			    5,000
Professional fees 		  12,000	(CPA, attorney, consultant)
Salaries and benefits		  25,000	(25% of the owner/managers’ salaries and benefits)
Supplies and equipment	    3,000
Wages and benefits 		  24,000	(Office manager)
  	Total			$83,000
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Part 2 – The Business Simulation

	The simulation will have the following roles:
Owner/manager(s)
Production supervisor 
Quality inspector
Production employee representative (from the assembly line)
Production consultant
CPA
Bank loan officer 

  
	Each person in the class will assume the various roles as shown above.  I will make a master schedule that will indicate the role assignments for each unit of the simulation.   
 
	I will post the simulation units in Oncourse resources (the I-core tab) one at a time.  Upon completion of a unit, I will post the next unit in Oncourse.  There are 10 units in the simulation.  8 units are operations units and will be a part of P301.  Unit 8 is a finance unit and you will have it in F301.  Unit 10 is a marketing unit and you will have it in M301.  See the integrative core schedule in the I-core tab in Oncourse for the dates for each unit.

	If you do not have a role for a particular unit, you will automatically be a member of the “advisory panel.”  Those who have roles in a unit can rely on the advisory panel for help and advice during the unit simulation.  
 
The Situation
	It is December 26 of year 4 operations at 9:00AM.  The bank has just called and informed the owner/managers that the company’s loan may be called.  The company has been out of covenant with the loan agreement (see the company’s balance sheet) for its entire 4th year of operations, so this call is not a surprise to the owner/managers.  The bank has given the owner/managers 10 days to develop a plan to get their company back within the loan covenants or the bank will call the loan.  The bank also indicated that on its loan officer’s last visit to the company, the loan officer had noted that the firm’s product costs appeared to be out of control.  Therefore, the bank has suggested that the owner/managers begin their planning by studying the firm’s operations processes and product costs.

	The bank also “recommends” that the owner/managers use a CPA and a production consultant as resources to help in creating their plan.  The owner/managers are familiar with a qualified CPA.  The CPA is known locally as an experienced and skilled financial advisor for manufacturing companies.  There is a production consultant available with extensive experience in operations management and general business management.  Both the CPA and the production consultant agree to be at the company’s office by 9:30AM the next morning.        


Signed orders
	The company currently has the following signed orders – but no work has been started, except the art department has completed its work so that a signed order could be executed.  


              Customer                            Order Size/Price                  Shipping Date Promised             
	Greyson Corporation
	1,500 games in English at $19.60 per game
	January 20

	Harrison, Incorporated
	500 games in English at $19.60 per game
800 games in Chinese
100 games in Spanish at $20.50 per game
	January 31

	Frankfurt University
Frankfurt, Germany
	1,200 games in German at $20.60 per game
	February 15

	City of Bangalore, India
	2,000 games in Hindi at $19.90 per game 
	March 1

	Carlton International Company 
	1,000 games in English
1,000 games in Japanese
1,000 games in Hindi
1,000 games in Russian all at an average price of $20 per game 
	March 1


	



Shipping Dates 
	Because of missed shipping dates in year 4, marketing has been forced to add a standard clause in its order form to assure customers that the firm will deliver on time.  The clause states that if the company is late on meeting a shipping date, the customer will receive a 10% price discount.  If the company is late by more than 30 days, the customer can cancel the order.  

Production Status 
	The production supervisor has indicated that the order for the City of Bejjing, China will be completed by December 30.  Manufacturing will be ready to start on the orders listed in the table above on January 2 (the company is closed on December 31 and January 1).  


Marketing
	Marketing has the following customers at various stages of the game design/order process.  Marketing believes that these customers will result in signed orders for the company.  




            Customer                       Probable Order Size/Price                Shipping Date 
	Chicago Chamber of Commerce
	300 games in English at $20.20 per game
	Customer uncertain 

	City of Tokyo, Japan 
	400 games in Japanese
200 games in English
200 games in Chinese all at an average price of $20.10 per game
	Must have order shipped no later than March 1

	Wal-Mart 
	5,000 games in English
1,000 games in Chinese all at a price of $15 per game 
	Must have order shipped no later than April 1, promises more orders in the future

	Columbus Visitors Center 
	200 games in English at $20.00 per game 
	Needs shipment within 90 days of signing an order 

	City of London, England 
	600 games in English at $19.90 per game 
	Customer appears to be impatient

	John Deere Company  
	500 games in English
500 games in Russian
500 games in Spanish
500 games in Hindi all at an average price of $20.05 per game 
	Marketing thinks that it can negotiate a higher price if it can promise an earlier shipping date 

	Indiana University bookstore
	300 games in English
100 games in Spanish all at $20.00 per game 
	Must be “soon” or will not sign an order 




	Most of the company’s customers are sensitive to delivery dates and quality because the customer generally ties its purchase to a special event or a promotion of some sort.  Adding languages has not proved to be a quality problem, primarily because the customer has its expert in the language and culture of a country check the game design before signing off for production.  In addition, the owner/managers have skillfully sold the game with the customer maintaining responsibility for the accuracy of the properties or products, languages, etc.  By signing off on the final proof, the customer verifies its acceptance of the game design.  Quality problems have related to things like missing game pieces, missing game cards, missing money, misaligned labels, misaligned game decals, and so on.    


Company Facilities  
	The company leases a building in a local industrial park.  A floor plan of the company facilities is as shown.  Currently the company has plenty of manufacturing space.  The company has one year left on a two year lease.  The shipping and receiving area is serviced by an overhead door.  Raw materials are received, inspected, and placed in the raw material storage area to the right of the shipping and receiving area.  Most of the raw materials used by the printing department are stored in the storage area next to the printing department.  There is also some storage space in the printing department room for raw materials.  


A Small Business with a Global Scope
	The owner/managers think of their business as “a small business with a global scope.”  It is the intention of the owner/managers to continue going global using the web and their proprietary software.  To do so, they must keep their bank satisfied, improve operations, and improve the company’s financial condition.           
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Note:  The idea for the game and the concept for the production process are from:  Operations Management for MBAs, Second Edition by Jack R. Meredith and Scott M. Shafer (2002).  I have extensively modified the game concept and the production process for the purposes of this simulation.  
Board Games Unlimited, L.L.C. by William C. Haeberle (2010)             	                    1
image9.jpeg

image10.jpeg
M
Cart

Raw
at

To Shipping

1

2 3 4 5 6 7 8 9

10

Raw Material Cart

Raw Material Cart

Raw Material Cart

Raw
Mat
Cart

6/5/09




image11.jpeg
Australian Version of the
Game for the City of

Melbourne

6/3/09




image13.jpeg
6/3/09




