DS 523 

Writing Business reports/Memos

Components of a business report

1. Introduction-problem statement

2. Assumptions/approximations made

3. Solution approach/computer program used

4. Results – presentation/analysis

5. What – if analyses

6. Overall recommendation

7. Appendices

Introduction:


Outline the problem. The introduction should be just long enough to explain the problem fully, so that there are no misunderstanding of the results discussed in the presentation.

Assumptions/Approximations Made:


Since the recommendations are based on a mathematical model that is an idealization of real life, the decision maker should be aware of any simplifying assumptions or approximations that are made. This allows the decision makers to make an independent judgment as to the model’s usefulness.

Solution Approach/Computer Program Used:


Should be very brief, outlining the procedure used. Fore example, the problem was modeled as linear program or a transportation model with a brief (two-three sentence) description of the approach. Include the computer program used (Excel, management scientist, etc.).

Results – presentation/Analysis:


This is the main part of the report. Should be written concisely and clearly. Include tables, graphs to present the solution and also show how the solution meets the restrictions of the problem. Analyze the implications of the solution as they affect the business.

What – if analyses:


In this section explain how sensitive your results is to changes in one or more of the input parameters, such as the addition or elimination of constraints or decision variables’ coefficients. Although several possibilities may be analyzed, this section may lose some of its appeal if too many alternatives are considered.

Overall Recommendation:


This section will give the best overall recommendations after considering the what – if alternatives. They may be different from those of the basic model. If possible using Charts, tables, and pictures is preferable to presenting results in paragraph form.  

Appendices:


These will include more technical materials. For example, supporting computer output or hand calculations, complete mathematical formulation or details of procedures used. 

Example 

Memorandum

To:

Patricia Winters



Delta Hardware stores

From:

Student Consulting Group

Subject:
Shipment plan for Paint from the phoenix plant

(Lay out of the problem, assumptions used, and the  approach used is in the following three paragraphs)

Delta Hardware Stores is seeking a shipping policy for paint from its Phoenix plant and an ordering policy of paint from its subcontractor to meet demand at its warehouses in San Jose, Fresno, and Azusa. The objective is to minimize the overall total cost of next month’s operations.


The current company policy is to ship only trucks fully loaded with 1000 gallons of paint from the Phoenix plant to the warehouse cities. To obtain the lowest shipping fees and a $5 per gallon price for paint from your subcontractor, Delta’s policy requires that shipment from its subcontractor must also be in 1000-gallon batches. You have directed the no more than 5000 gallons of paint be purchased next month from the subcontractor.


Since monthly production at the Phoenix plant has not been constant, production for the upcoming month was forecasted using production data of the past 12 months, excluding the period in which the plant was shut down for machine overhaul. Direct and indirect production and shipping costs attributed to the manufacture and distribution of the paint from the Phoenix plant were supplied by the accounting department.


Using these data, your problem was formulated as a transportation problem and solved using an EXCEL spreadsheet.

(Statement of the results, and the major findings, and the results of the what – if analyses the effect of changes in subcontractor pricing and a graph showing how the total cost is affected by the production levels at the Phoenix plant is given in the next section)

Results
Based on a forecast of an 8000-gallon production level at the Phoenix plant for the coming month and the orders from the warehouse cities, we recommend the shipping pattern shown in table I.

Table I Recommended Shipping Pattern for a Projected Production Capacity of 8000 Gallons

	From
	To
	Gallons
	Cost

	Phoenix
	San Jose
	1000
	$4050

	
	Fresno
	2000
	$7500

	
	Azusa
	5000
	$18250

	Subcontractor
	San Jose
	3000
	$18600

	
	
	Total Cost
	$48400


Shipments should be at these levels, unless the subcontractor lowers its ordering/shipping costs by more than $0.50 per gallon to Fresno or by more than $0.30 per Gallon to Azusa. Below these values, it would be more cost effective for the subcontractor to send paint to Fresno or Azusa, respectively. As a result, Delta would decrease its shipment of paint from the phoenix plant to those cities and increase its shipment of paint from Phoenix to San Jose by a similar amount.


Because monthly production levels at the Phoenix plant have varied, we have examined the effects of production levels between 6000 and 10,000 gallons. Figure 1 depicts the reduction in the total cost with increasing production levels from 6000 to 10,000 gallons at the Phoenix plant. These cost levels are attained as follows:

Achieving Minimum Total Cost

1. Fill the Fresno order from the Phoenix plant.

2. Fill as much of the Azusa order as possible from the Phoenix plant.

3. Use any remaining paint at the phoenix plant to fill as much of the San Jose order as possible.

4. Meet the outstanding demand at any warehouse through shipment from the subcontractor.

Figure 1
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(An overall recommendation is presented in a table and other factors that could affect costs are  recommended for future investigation)

Recommendation
Table II summarizes the recommended shipping pattern for the month based on production levels at the Phoenix plant varying between 6000 and 10,000 gallons.

Table II   Recommended Shipping Patterns

	
	To

	Plant Production
	Shipments From
	San Jose
	Fresno
	Azusa

	6000
	Phoenix Plant Subcontractor
	4000
	2000
	4000

1000

	7000
	Phoenix Plant Subcontractor
	4000
	2000
	5000

	8000
	Phoenix Plant Subcontractor
	1000

3000
	2000
	5000

	90000
	Phoenix Plant Subcontractor
	2000

2000
	2000
	5000

	10000
	Phoenix Plant Subcontractor
	3000

1000
	2000
	5000


Proposal For Additional Study
Production levels at the Phoenix plant may not be in 1000 – gallon units. If production falls between 1000 – gallon units, it may well be more cost effective to ship a large partial shipment and pay increased per gallon fees to the subcontractor than to pay the storage costs necessary to carry an inventory of a few hundred gallons of paint from this month to the next at the phoenix plant. An analysis of these storage costs, partial truckload shipment costs from the Phoenix plant, and increased per gallon fees by the subcontractor should be conducted.

Reference:


John A. Lawrence, Jr., Barry A. Pasternack: Applied Management Science 2nd ed., John Wiely & Sons, Inc.
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