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OBJECTIVES OF THE
CAPSTONE® SIMULATION

» Demonstrate effectiveness of multi-discipline teams working together.
» Use strategic thinking.

» Take away practical skills in business management.

» Test your business acumen.

» Understand overall interaction and impact of various parts of a business
on one another.

» Grow the awareness of competition.
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THE STORY: THE START OF STRATEGY

When Sensor, Inc. breaks up, each of the new
companies start off with the following scenario:

» $100 million in Sales
» 5 Product Lines

» 5 Market Segments

» Closed Marketplace
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THE STORY: AN OVERVIEW OF
YOUR COMPANY’S PRODUCT

» Customers (OEMs) need sensors
for their products to function.
%]
» Used for diverse applications r

Customer demands vary ‘ &

between the five segments - B ™
= . !

Five market segments: @ @

» Low End

Traditional
High End

Performance

vV v.v Vv

Size
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THE MARKETPLACE:
A LOOK INTO THE SEGMENTS

» Perceptual map used to track changing Consumer segment expectations
consumer demands in size and performance.

— ROUND 1
[ \! o5
» Each year, consumers will expect faster A %‘:’“ A
(higher performance) and smaller products t:' d [
(smaller size) o e
« This causes the segment circles to drift = .
to the lower right constantly T
» Market segments continue to diverge IR REERTEEE
over time.
ROUND 8
Note the drift towards the N
lower right (expectations of  Fr R A e
faster and smaller products) R R RAE (e S
i Eda
{
Also note the divergence of the segments. P T
et ERX ils
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THE MARKETPLACE: SEGMENT GROWTH

According to a Market Analyst, there will be continuous growth in the sensor market.

Sensor market

"I see the entire market growing at around
14% or 15% per year. The high tech market
50000 — alone will be growing at a whopping 20%."”

0 T T T

Year Year Year Yeor Year Year Year Year
1 2 3 4 5 6 7 8

YOUR GOAL

> Prepare your company’s products to
meet the needs of the growing market.

NE
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THE DECISION |

MAKING PROCESS

2 |
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DECISION AREAS

Students need to coordinate strategy and tactics
across the following areas of their company:

]Il R&D (Research & Development)
4

My MARKETING
Bl Freeveron ADDITIONAL MODULES
> HR
E » TQM (Total Quality Management)
—] FINANCE o
— » Labor Negotiations

» Advanced Marketing
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R&D

]Il

» Ensure the perceived age of the product
meets customer demands

» Build the quality and reliability (MTBF) of
the products

» Invent new products to address the
changing marketplace and take
advantage of new opportunities

» Determine the specifications of the
products to meet customer expectations
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CAPSTONE. ah~ Fe~v Undo~ Decsions =  Proformas > Reports »  Help ~

Recalulate @1!! Research & Development Tﬁmmﬂ'ﬂmn | S | Mooy
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MARKETING
M

» Set the price of your products

in promotion

» Set the sales forecast for your products

» Set credit policies (A/R and A/P)

©2019Capsim Management Simulations, Inc.

» Build customer awareness through investing

» Establish a sales force and distribution channels

1z
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CAPSTONE cah~ Fev Undov  Decsions

Proformas

Reports = Hep ~

Recalculate

Marketing

Teamname: Andrews | SimID:

73 | Round: S | Year: 2023
08:34AM CST

(990!
Draft saved at Jun 21, 2018

AR Lag (davs) (<30 A/P Lag (days) (D) : [ 30

Revenue Forecast

75

i B Variable Cost [l Marketing Ml Margin After Marketing ‘
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Promo Sales Benchmark Your Gross Variable Contrib ‘ Less
Budget Budget | Prediction Forecast Revenue Costs Margin | PromolSales
Able 5| 26.50 g/ 1150 5| 1508 1,799 1900 $50,350  $28,731 $21,619 $18,963
Acre §| 2050 ¢ 1150 g 1508 1,956 2000 $ 41,000 $19,253 §21,747 $19,001
Adam §| 27.50 § 1150 g 1506 2,456 1200 $ 33,000 $18,964 $14,036 § 11,380
Aft 5 3350 g 1000 g 660 318 300 $10,050 §7,338 $2,712 $1,082
Agape 5| 33.50 s/ 500 5| 810 2 50 $1675 $1,074 $601 (5 869)
Ate s| 3800 s| 1150 5| 1508 891 500 $19,000 $9,52 $9479 $6,823
NA $0.0 $0 $0 0 - $0 $0 $0 $0
NA $0.0 $0 §0 0 - $0 $0 $0 $0
Total $6,100 $7,654 7420 5,950 § 155,075 $84,881 $70,194 $ 56,440

Unit Sales Forecast

3
= aQ
aQ ]
] g
3 ]
L £
£ $50,350 & 2,000
< 50 g ¢ —1am
% $41,000 F)
8 v
' $33,000 £ 1.200
g £ '
5 $19,000 g
B — - = 500
g . . I S J B
2,544 — & 50 -

i, =1 24 mm £, —

Able Acre Adam AR Agape Are Able Acre Adam Aft Agape Ate

W Trad @ Low W High W Pfmn W Size }
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your facilities

fixed assets

©2019Capsim Management Simulations, Inc.

» Set production schedule

PRODUCTION

» Manage the majority of the company’s

» Staff your facility with workers

» Purchase machinery to automate them in

» Buy or sell capacity on your product lines

14

CAPSTONE. cxh~ Fe v Undo ¥ Decmons ¥ Proformas. ¥ Reports ¥ Help
Recaute i Production e e S R St 2
Production
Schedule (1) Acre Adam Aft Agape Ate nA Total
Unk Sales Forecast () 1,800 2,000 1,200 300 50 500 0 a 5,050
Inventory On Hand (D) 19 414 0 ] 20 183 0 o 636
Production Schedule (7) | 2000 1900 | 1300 380 ] 450 6,050
Production After Adl. (D) 1,980 1,881 1,287 2 2 446 0 o 5,599
Margins
2nd shift Production®s (1) 100.0% 35.7% 44.5% 0.0% 0.0% 0.0% 0 0
Labor Cost/Unit (D) $8.01 $4.37 $4.45 $11:21 $11.21 $3.88 0 0
Materal Cost/unit (D) §7.84 §4.90 $11.30 $12.68 $9.71 §14.16 0 o
Total Unk Cost (7) $15.86 $9.27 $15.75 $23.89 $20.92 $16.04 0 o
Contrbution Margin (1) 40.2% 54.8% 427% 28.7% 37.5% 52.5% 0 0
Physical Plant Total
1st Shit Capacty (1) 1,000 1,400 200 1 1 500 ] o 3,802
Buy/Sel Capacty (D) [ 0 0 0 0 ] 0
Autormation Rating (1) 6.0 8.0 8.0 4.0 4.0 8.0 0.0 0.0
New Autom. Ratng (D) 6.0 8.0 8.0 40 40 8.0
Investment (5000) (D) 50 50 $0 $0 50 $0 $0 so 50
Workforce Last Year (1) Needed (I)  This Year % (1) This Year (1) 1st shitt () 2nd shift (D) Overtime (1) Max Invest (1) $ 50,761
Complement (1) 415 489 100 | % 489 300 180 0.0% AfPLag () 30
Production vs Capacity Price vs Unit Cost
3k 540
2
I | I I )
1% I I
i | lns . H u
Able Acre Adam Afe Ate Avie Acre Adam An Agape Ate
| B Both Shifts B Base Capacity Ml Production | B Matesial B Labor B Margin |
i

©2019Capsim Management Simulations, Inc.

15

6/12/2019



FINANCE

» Acquire capital to fund growth and operations

- Issue stock
« Short-term debt
 Issue long-term bonds

» Issue dividends to your shareholders

» Balance your debt portfolio

» Manage your Proformas

©2019Capsim Management Simulations, Inc.
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CAPSTONE. - e~

Recaiculate

' Plant Improvements
Total Investments ($000) (D)
Sales of Plant & Equipment (3)
Common Stock
Shares Qutstanding (000) (D)
Price Per Share (7)
Eamings Per Share (7)
Max Stock Issue ($000) (D)
Issue Stock (5000} (D)
Max Stock Retre ($000) (D)
Retre Stock ($000) (D)
Dividend Per Share (7)
Current Debt
Interest Rate (1)
Due This Year ()
Borrow ($000) ()
Cash Positions
| December31, 2022 ()
Dacember 31, 2023 ()
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Undo »  Decsions ~

i Finance

$0
§0

1,825
§70.71
$12.55

$25,809
]
7 $6,452
s 0
s/ oo

12.2%
$22,900

—_—

§ 0

$27,456
$35,605

Proformas ~

Reports *  Hebp ~

Retire Long Term Debt ($000) (D)
Issue Long Term Debt ($000) (D)
Long Term Interest Rate (1)
Maximum Issue This Year (i)

Teamname: Andrews |

SimID: C99073 | Round: 5 | Year: 2023
Draft saved at Jun 21, 2018 08:36AM CST

Liabilities & Owner's Equity

Tm:“
Current Debt 0 %

AR Lag (days) D
AJP Lag (days) ()

Outstanding Bonds

Long Term Debt: 30.5%

Commeon Stock : 12.3 %

Long Term Debt

'Series Number ()  Face Amount (1) Current Yield () 2022 Close (7)

14.052024 420,850
11.352029 $ 8,000
12.252030 £8,000
12.852032 §2,000

13.9%
12.6%
13.1%
13.4%

$ 100.66
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PROFORMAS: A LOOK INTO
THE FUTURE

A

Cil:l

» Proformas use decisions made in the current year
to project company performance for the next year

» Analyzing them is critical for company success

» The following Proformas are available:
- Balance Sheet
+ Income Statement
- Cash Flow Statement
+ Financial Ratios
- Balanced Scorecard

s
L | 18
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CHOOSING YOUR STRATEGY

19

w iy
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THE SIX BASIC STRATEGIES

The “'Six Basic Strategies” give you a
starting point. Make sure before you
start making any decisions to go over
the strategies and choose one that
you feel comfortable using.

KEEP IN MIND

Each strategy is proven to work. If
you’'re not doing well it's more likely
that you're executing the strategy
incorrectly.

. Broad Cost Leader
. Broad Differentiation
. Niche Cost Leader

Niche Differentiation

. Cost Leader with Product Lifecycle Focus

o U A WN KR

. Differentiation with Product Lifecycle Focus
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20
Establish business strategy for your company
Begin the process again by \\ ‘ _
confirming alignment of your results Analyzg Capstone® Courier
with your company’s strategic goal to see '”iﬁJStry results
Rejoice in your superior Q Make tactical decisions across each
capitalistic acumen functional area (aligned to strategy!)
Await results when Upload official decisions and
professor processes confirm on the website
21
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SCORING METHODS

22

BALANCED SCORECARD

» Improving company financial

percentis
verai at the end of P 1. 21 parcentls

Balanced Scorecard is available to
project results for the upcoming year. e
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picture in preparation for o e s T
final debrief Wy Toams
DrREATOWN Of ROW 1! WAS CAICUMIST. e
> Point System i o Ly 1 S
— S S Y T Y Y T o
— B ——_ b
» Gauges company performance e 8 o 9 o 9 o o i
based on four perspectives: et pors Bk oo wm e ow w e
« The Customer .
+ Internal Business Process Tetoden
. Learning and Growth Financial Internal Business Process  Customer Learning and Growth
) ) mkres 67w w0s - 5 g T 3317
. FlnanCIals Protia. ’:: : ::“n:':uh- :;: Customar Awarsoess ::: SubTotal an
SunTowl M1 /28 Siockout Comts 45 /B Product Count 80 B
Ieweriory Carrying Costs 50 /8 SGAA Expense 80
SunTow 131 128 SubTow 187 28
» In the simulation, a Proforma By gl e e e s
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» In the real world, companies have
different goals. Using the same success
measures, YOU get to choose the
parameters on which your company
is measured.

» Some of the Criteria that are used:
+ Cumulative Profits

Average Market Share

Average ROS (Return on Sales)
Average Asset Turnover
Average ROA (Return on Assets)
Average ROE (Return on Equity)
Ending Stock Price

Ending Market Cap

» Students or Professors choose the
percentage weighting for each selection.
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SUCCESS MEASURES

Foiative Scores To Dte for nckntry FEOK31
Calcutating Scores To Dats (Retative)

==
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Evaluates your company in ten categories:

industry Scormg  Analyss & Scoring  Analyst Repont

Analyst Report
evaluation of 1,000 points.

SimlD * Co. Rd
F63831 Andrews
F63831  Baldwin
F63831 Chester
F63831 Digby
F83831  Erie
F63831 Fems

“.‘.‘.‘.'.‘.g
.-.h\-.g
......gg’
.....-g;
- ""‘?i
LN NN g'g"

Points: = 0, " = 10, ™ = 20, W« 30, ¥ = 40, P = 50, ) = 60, J = 70, o = 80,
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ANALYST REPORT

1. Margins 6. Customer Satisfaction
2. Profits 7. Financial Structure

3. Emergency Loans 8. Wealth Creation

4. Working Capital 9. Forecasting

5. Market Share 10. Productivity

8
.b.GGng
..'..-gi
Gbﬁbb.;g

. 4 = 90, @ = 100

Total  Cumula.

Points  Points.
a7 807
685 685
657 657
moom
588 586
754 754

The Analyst Report evaluates your company in ten categories of management porformance. Categories are worth 100 points in the overall annual

25
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