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Organizational Diagnosis

Joe's score was 1,513,237,527 whereas my score is 1,527,530,234. We need to analyze the results in some detail. During the 2012 simulation, I was told that X5 was in the growth stage and the customers of X5 were price sensitive. From this perspective, I kept the price of X5 the same. Since, the customers of X6 were not sensitive to price, I increased its price to $450. Also since the customers of X6 were sensitive to performance, I increased the R&D expenditure to 47%. The result was that my score was 350,000,247 whereas the score of Joe was 352,144,973.

During 2013, I assumed that the X5 had reached the maturity stage and I decreased the price to 265. At the same time since the Advisor said that X6 was in the growth phase, I increased its price to $460. Also since the customers of X6 were interested in the performance of X6 the R&D expenditure of 45 percent was maintained. The price of X7 was reduced to 180 because the customers were interested both in price and performance. The rationale was a penetration strategy should be followed. My score in 2013 was 901,928,054 whereas the score of Joe in 2013 was 830,740,435.

In 2014, since X5 was in the maturity phase I decreased its price to 245 and its R&D expenditure to 10%. X6 was also likely to reach the maturity phase so I decreased its price to 430. I distributed 45 percent of R&D expenditure to both X6 and X7. My total at the end of 2014 was 1,409,591,537 whereas the total of Joe was 1,319,039,222.
In 2015, I reduced the price of X5 to 230 but continued with the price of X6 at 430, I surmised that X6 remained in the growth phase. I continued with the price of X7 at 170. I allocated 40 percent of R&D expenditure to X6 and 50% to X7. I expected that X7 was in the growth phase. My total score at the end of 2015 was 1,527,530,234 and the total score of Joe at the end of 2015 was 1,513,237,527.

There were two theories that had to be used for performing better in this simulation. The first theory is the cost value profit. What one needs to understand that if the per unit revenue is higher than the per unit variable cost, there is a positive contribution. Even if the per unit revenue is lower than the per unit total cost there is a positive contribution to the fixed costs, and R&D costs. In other words price may be lowered to less than per unit total costs provided the price remains higher than the variable cost.

This is area where I faltered. In 2015 my score dropped. I did not reduce the prices of X5 and X6 sufficiently. Both these products were in the maturity phase and there was cut throat price competition. I reduced the price of X5 from 245 to 230 but this price reduction was not sufficient. Further, I did not feel that X6 had reached the maturity phase. This was a mistake. I did not reduce the price of X6 in 2015 and the revenues of both X5 and X6 plummeted. Otherwise there would have been a large positive difference between my score and that of Joe.

Another critical theory that was used in the simulation was that of product life cycle. X5 was in the growth stage when the simulation began. It remained in the growth stage till the year 2013. The significance of this information is that when X5 reached the maturity stage there was a need to reduce its prices. In contrast X6 reached its maturity phase in 2014. it was necessary to drastically decrease its price in 2015. It needed to compete with others during 2015. X7 never reached its maturity stage and remained in the growth stage. The ability to read when the product had reached the maturity stage is critical in this simulation. If a person persists with a high price after the product has reached the maturity stage the revenues and the score of a person is likely to drop.
What Joe did wrong was that he had the opportunity of increasing the price of X6 during its growth phase and increasing his revenues. He failed to do so. Further, he had the opportunity of decreasing the price of X5 and earning higher revenues when it reached the maturity phase. Similarly, he had the opportunity of increasing his revenues during 2014-15 by reducing prices of X5 and X6. He did not avail himself of these opportunities.

I was able to increase my revenues by increasing the prices of X6 when it was in the growth stage. Similarly, I was also able to earn good revenues from X5 when it was still in the growth stage. However, during the last year when both X5 and X6 were in the maturity stage, I did not reduce the prices of X6 and so lost valuable revenues. Further, the reduction in the prices of X5 was not adequate and this led a sharp decline in revenues from X5.
In future if I were required to run this simulation once again, I will closely look at the contribution each product makes. It is important to get a per unit contribution rate and then set prices so that there is a positive contribution towards the fixed costs and R&D costs. This analysis will enable me to set prices that are not only competitive but will also have a positive contribution. This analysis will be especially helpful when the products reach the maturity stage when the competition is very strong. I will be able to set prices accurately in such a manner that the clipboard tablets will be able to successfully compete in the market.

Further, I will also keep a sharp watch for the turning point when the product reaches the maturity stage of the product life cycle after the growth stage. Identifying the reaching point is important because it requires a change in strategy. The pricing policy must change the moment the product reaches the maturity stage.
	2011
	X5
	X6
	X7

	Financial 
	276,159,075
	242,073,200
	0

	Marketing
	968,979
	552,961
	0

	 Advisor
	X5 in the growth phase
	X5 will perform better
	

	Total 
	81,571,138
	
	


Simulation Results and inputs for 2011

	2011
	Price
	R&D
	

	X5
	285
	33%
	

	X6
	430
	34%
	

	X7
	190
	33%
	


	2012
	X5
	X6
	X7

	Financial 
	469,503,809
	608,243,112
	31,461,253

	Marketing
	1,847,592
	1,129,429
	165,586

	Advisor
	Favorable performance
	Growth phase, higher prices.
	Customers pay more X6 than any other

	Total 
	350,000,247
	
	


Simulation Results and inputs for 2012;

	2012
	Price
	R&D
	

	X5
	285
	20%
	

	X6
	450
	47%
	

	X7
	190
	33%
	


	2013
	X5
	X6
	X7

	Financial 
	772,702,843
	888,133,374
	48,124,594

	Marketing
	2,145,622
	2,134,931
	237,202

	Advisor
	X6 is less expensive to buy than similar products
	X7 is in growth phase
	X7 performance is below that of others

	Total 
	901,928,054
	
	


Simulation Results and inputs for 2013:

	2013
	Price
	R&D
	

	X5
	265
	20
	

	X6
	460
	45
	

	X7
	180
	35
	


	2014
	X5
	X6
	X7

	Financial 
	366,183,246
	1,351,439,938
	77,649,913

	Marketing
	1,494,617
	3,142,884
	456,784

	Advisor
	Customers pay same price as competitors
	X5 has reached the shakeout phase
	

	Total 
	1,409,591,537
	
	


Simulation Results and inputs for 2014:

	2014
	Price
	R&D
	

	X5
	245
	10
	

	X6
	430
	45
	

	X7
	170
	45
	


	2015
	X5
	X6
	X7

	Financial 
	122,305,114
	456,400,425
	125,476,788

	Marketing
	531,761
	1,061,396
	738,099

	Advisor
	Sales for X5 have reached maturity
	Customers pay about the same as they pay for competitors
	X5 is of lower quality than others in the market

	Total 
	1,527,530,234
	
	


Simulation Results and inputs for 2015: 

	2015
	Price
	R&D
	

	X5
	230
	10
	

	X6
	430
	40
	

	X7
	170
	50
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