Group Task 6: Recovering market position after fixing a product defect
(Based on SNO 4 from Springer, C. W., and A. F. Borthick. 2004. ‘Business simulation to stage critical thinking in introductory accounting: Rationale, design and implementation’. Issues in Accounting Education 19(3): 277-303)
Business is booming (just look at January, February, March and April below) and then poof! 
Pierre: "The stereo we bought with the Norauto promotion profit is just fantastic. Even our geeky music technician friends are impressed with the quality." 
René: "You may get your wish--more time to listen to your iTunes collection. Norauto called this morning but not about another order. Said some parents complained that the same trip map keeps coming up. They think it's an SNO defect."
Ring.......A little later...
Pierre: "That was one of those complaining parents. This person thinks that some enterprising students have figured out how to defeat the trip map by writing over the real trip map with one they constructed earlier. Clever, eh?"
René: "Yeah, real clever. One of the Facebook groups is panning SNOs because of the suspicious trip maps. Come to think of it, we haven't sold any on eBay this week." 
Pierre: "Oh, no. We've got a bunch of SNOs already built. Dare we sell them or should we add password protection to keep students from writing their own trip maps?" 
René: "Well, I remember our talking about passwords, but it would have taken time, and we had finals coming up. Guess it's time to rethink that. If students can figure out SNOs that well, maybe they could write the password code and cheap too!"
Later...
René: "Got some calls about the flyers we posted around the high school offering to pay for SNO programming. Some of them even seem to know lots about it. I think we may have found some skilled labour at cheap rates."
Wanting to revive sales, Pierre and René decided to advertise SNOs at Parent-Teacher meetings at local schools. They figured they'd need brochures and instructions for the password feature. The whole thing was getting complicated, so they enlisted your aid in determining the following based on these details. How does this password feature change the predicted profitability of SNOs? What should the new expectation level for profits per unit and per month? Specifically, show René and Pierre:
1. The number of SNOs they'd have to sell to pay students to program the password feature.
2. Assuming they could regenerate the January - April eBay sales level, the number they'd have to sell per day to accumulate the cost of programming and printing brochures and instructions at the end of 30 days.
3. If they could restore the Jan-Apr sales volume on eBay, the amount of money they'd make in first four months after the reprogramming effort is completed. (Don't forget to expense programming and printing costs over some time period.)
4. Whether to use the profit from item 3 to budget the next four months' (i.e., the next semester's) spending money.
5. Will they likely reach their original expectation level from SNO 1 (i.e., pay tuition in the length of time you told René and Pierre in SNO1)? 

Requirements
Your assignment is to develop a spreadsheet that creates the information that René and Pierre want. Include separate sheets for input, calculations and the report. Make cells in the calculation sheet reference cells in the input sheet so that the calculation sheet updates with changes in the input sheet. Use the report sheet to summarize the most important findings for the client. In an advice memo (prepared with a word processor), advise the entrepreneurs about the feasibility of their product.
	Item
Materials:
	GPS tracker
 	Serial cable
 	CD-ROM disk

eBay fees

Auctionhelper charge per transaction	


Contract to students to write password code

Cost of printing brochures and instructions

eBay transactions by month

	Estimated cost

€150
€5
€1

€2.50 per item plus 5% of selling price

1.5% of sales with a €0.15 minimum and €0.70 maximum per transaction

€1,500

€2,000

January:    http://www.nedprod.com/task6_sno04_sales01.xls

February: http://www.nedprod.com/task6_sno04_sales02.xls

March:      http://www.nedprod.com/task6_sno04_sales03.xls

April:         http://www.nedprod.com/task6_sno04_sales04.xls


In Summary:
What I want for Thursday 14th April:
1. A spreadsheet  with separate sheets for input, calculations, and outcomes. It must have THREE sheets. And it MUST update itself correctly.
2. An advice memo considering:
a. How could you find trends in sales price over the four months?
b. How could you discover any patterns, trends or seasons in sales volume?
c. What are the possible ways to handle the one-time programming costs?
d. Would the brochures be handled in the same way as the programming costs? Why or why not?
e. What amounts could be used to project going forward?
f. What are the advantages or disadvantages of recent data, averages, highest historical levels or lowest historical levels in budgeting? 
3. A presentation lasting between five and seven minutes summarising your advice. Each member of your team must speak.
After the presentation Pierre and René’s representative will ask your team a few questions in English regarding the content of your presentation. Each team will have ten minutes of time in total.
The presentations will be held on Thursday 14th April between 11.20am and 12.20pm. The spreadsheet and advice memo is also due at the same time.
	Grading key for SNO 4
	
	Points

	
	
	Presenting
	Report 

	Communication content
	
	

	Clearly identifies problem
	10
	10

	Indicates the basis for projection (average, range, lowest, etc.)
	5
	10

	Presents strategy for returning to original profitability
	10
	10

	Conclusion agrees with calculations and other evidence
	5
	10

	Remarks well organized and easy to follow
	5
	10

	
	
	
	

	Presentation
	
	

	Professional tone, polished and rehearsed delivery
	5
	N/A

	Message clear and not blurred by extraneous or gratuitous comments
	5
	N/A

	Handouts, visual aids all consistent and supporting main idea
	5
	N/A

	
	
	
	

	
	Subtotal for communication
	50
	50

	
	
	
	

	Technical content
	
	

	Correctly computes # of SNOs to sell to cover programming and brochure
	5
	5

	Correctly computes 4 month projection (on whatever they assume is a good basis)
	10
	10

	Correctly calculates average sales price
	10
	10

	Amortizes programming and brochure over reasonable period
	10
	10

	
	
	
	

	Spreadsheet behaviour
	
	

	Prints report professionally on one page (margin size even, header, footer)
	5
	5

	Contains input sheet without calculations and calculation sheet linked to input sheet
	5
	5

	Updates model correctly when input sheet values are changed
	5
	5

	
	
	
	

	
	Subtotal for technical content
	50
	50

	
	
	
	

	Extensions possible (give guidance but do not deduct for errors in attempting)

	Shows a range rather than static projection
	
	

	Explains how to influence sales price going forward
	
	

	Gives a way to use the model going forward to re-analyze the situation
	
	

	Recognizes tentative nature of projection, i.e., no "right answer"
	
	

	Describes a range of conditions under which problem may change
	
	

	Notices that sales vary within each month (they have a specific clustering)
	
	

	
	Total score
	100
	100



