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DSS REPORT 
Name
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Date
Background
I began a cafeteria shop in my second year in college. I started simple but today I need to make huge decisions for the growth of my business. Together with my partner, Jay, we got interested to a new way of doing our business that is mail orders. We have decided to print our menu as catalogs in order to conduct the mailing campaign. 
The cost system is as follows: printing the catalogs will cost $25,000, and an addition of $0.15/catalog, to mail a single catalog costs $0.20. For formality reasons, there is the need for direct reply envelopes which will help clients as they order. Each envelope costs $0.25. Averagely, we expect a client’s order to be $50. Because of different economic propositions, our variable cost for every single order will be 80 percent of the value of the order. With the growth in business and other good prospects, we plan to mail 110,000 catalogs. 
Task-problem
We are tasked to develop a Decision Support System (DSS) that will model the above work. It should be an excel model which will help us strike a balance between what we incur and what we get at the end. Some of the propositions for this project that we would want to establish their impact for the success of our business include: How the clients’ response and what is its effect to our business? What will be the response breakeven point? Is there any risks and/or uncertainties of the model and how do they affect the effectiveness of the model? And if we estimate a response rate of 7 percent, can the mailing process still go on?

Software choice
	Spreadsheet is a total replication of excel. This is the reason why it forms a great solution for the above system.
This is how cells are named in excel:
	Cell 
	Named as:
	Cell
	Named as:

	B4
	printing_FC
	E4
	rate_of_response

	B6
	printing_VC
	E5
	No_responses

	B7
	mailing_VC
	E8
	revenues

	B8
	client_target
	E10
	FCs

	B11
	aver_client_order
	E11
	mailing_VC_out

	B12
	VC_in_order
	E12
	order_VC

	B13
	Envelope_VC
	E13
	total_cost_out

	
	
	E14
	profit



	
	Formula Table

	Cell
	Formula

	E5
	=rate_of_responses*client_target

	E8
	=No_responses*aver_client_order

	E10
	=printing_FC

	E11
	=(printing_VC+mailing_VC)*client_target

	E12
	=(VC_in_order*revenues)+(No_responses*envelope_VC

	E13
	=SUM (E10:E12)

	E14
	=revenues-total_cost_out




This is our Decision Support System. We can feed number in the excel model and decide what decision to take basing our argument on seeing results. 

	The Mailing Model
	
	
	

	 
	 
	
	
	

	Inputs:
	 
	
	Responses Model
	 

	Cost of printing (Fixed)
	[bookmark: RANGE!B4]$25,000 
	
	Rate of Response (Trial Value)
	[bookmark: RANGE!E4]0.05

	Variable costs:
	 
	
	Number of responses
	[bookmark: RANGE!E5]5500

	Printing
	[bookmark: RANGE!B6]$0.15 
	
	
	

	Mailing
	[bookmark: RANGE!B7]$0.20 
	
	Earnings/Revenues, Expenses/Costs and Profit/loss Models
	 

	Clients' target
	[bookmark: RANGE!B8]110,000
	
	Revenues
	[bookmark: RANGE!E8]$275,000.00

	 
	 
	
	Costs:
	 

	Order Inputs:
	 
	
	Fixed
	[bookmark: RANGE!E10]$25,000.00

	Average client order
	[bookmark: RANGE!B11]$50 
	
	Mailing Variables
	[bookmark: RANGE!E11]$38,500.00

	Variable Cost (percentage of order)
	[bookmark: RANGE!B12]80%
	
	Order Variables
	[bookmark: RANGE!E12]$221,375.00 

	Envelopes Variable Cost 
	[bookmark: RANGE!B13]$0.25 
	
	Cost (Total)
	[bookmark: RANGE!E13]$284,875.00

	
	
	
	Profit
	[bookmark: RANGE!E14]-$9,875.00












Breakeven point:
	The Mailing Model
	 
	
	
	

	 
	 
	
	
	

	Inputs:
	 
	
	Responses Model
	 

	Cost of printing (Fixed)
	$25,000 
	
	Rate of Response (Trial Value)
	0.059207459

	Variable costs:
	 
	
	Number of responses
	6512.8….

	Printing
	$0.15 
	
	
	

	Mailing
	$0.20 
	
	Earnings/Revenues, Expenses/Costs and Profit/loss Models
	 

	Clients' target
	110,000
	
	Revenues
	$275,000.00

	 
	 
	
	Costs:
	 

	Order Inputs:
	 
	
	Fixed
	$25,000.00

	Average client order
	$50 
	
	Mailing Variables
	$38,500.00

	Variable Cost (percentage of order)
	80%
	
	Order Variables
	$221,375.00 

	Envelopes Variable Cost 
	$0.25 
	
	Cost (Total)
	$284,875.00

	
	
	
	Profit
	$0.00






[bookmark: _GoBack]Solution Design:
	This model will be very important in the decisions that we make in our business. We have plans to start mail marketing but we had no idea at what response rate we will be able to breakeven. Again we, need to know the profit rates because this is the business now. This DSS model is very vital in helping us make the right decisions. The responses that we got at first are far much from break-evening. As a result, we need to target more, above the initial 110,000 because the response rate is very poor. This system has helped us know the exact number of responses that we will need in order to offset all our costs that is 6513 responses. 
Point is, the decision support system as the name suggests is really a good support model that will help managers make decisions that are sound, and having positive impacts to the business. If we want to maximize on profits, our figures will be fed into the model and having a basic amount that we do not intend to exceed and come up with our profit value. 
I have used solver in the model to calculate my parameters. Below is a representation of the “solver” and how it has been used to show maximization of profits with a response rate of 10 percent and a total cost of $700,000 that we intend to use. 
[image: ]
Results
	In the above scenario, I had an intention to establish the following:
How the clients’ response and what is its effect to our business?
Initially, the client response was 5,500. This was at rate of 0.05 percent since the target was 110,000. Profit at this point is -$9,875 (loss).
What will be the response breakeven point?
Breakeven client response rate is 0.05920 percent-this translates to 6,513 mail responses. At this point, the company will have settled its costs completely. Above that point, profits begin to flow.
Is there any risks and/or uncertainties of the model and how do they affect the effectiveness of the model?
Risks and uncertainties in this case can include low rate of client response. This can affect the company plans of growth. 
And if we estimate a response rate of 7% percent, can the mailing process still go on?
Yes. At this point, though the company is making profits of $11,575 with a response of 7,700, it has not yet reached its target of 110,000 responses. This is calculated by feeding the numbers in the model.
Recommendations
Our company should target a higher response rate above 110,000. This is in line with the poor response rate reported in practice. For costs to be settled, and profits to start trickling, a response rate of above 6,513 should be targeted. This tells us that we need to device catalogs that entice a huge crowd.
Reducing costs where possible is a good way to begin as a company. Since we have huge photocopying and printing needs, we should purchase our own printing and photocopying machines so that we can cut the costs incurred in the latter. With costs reduced, a small response rate can yield profits to the company. 
Also, we should invest highly on DSS models since it is definite system of compelling decisions in the company. 
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