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ABSTRACT

Outcomes of this modeling research are the ability to
facilitate comparisons of investment alternatives or
strategies; regarding primary targets, possible annual
revenues, promotion incentives, operating budgets, and
“other” capital expenses.  The analyst will have a
simulator to evaluate multiple courses of action when
considering opportunities regarding possible future
investments or  “Walmart” locations.

The results are described visually, allowing the client
or customer the capability to view the model through
animation support.  This allows the customer the
opportunity to fully understand the strategies associated
with various financial opportunities, and explore “what-
if” and “why-not” analysis.

As part of the approach, a symbolic network
representative language was implemented which
combines the continuous variable features of system
dynamics and the discrete event features of conventional
simulation techniques.

The contribution of this research is a prescribed
method for the strategic analyst to simulate cash flow
profiles which can be used to analyze and assess
investment opportunities with great accuracy and
confidence in building strategies to support corporate
growth.

1 INTRODUCTION

NEXCOM, a hypothetical communications corporation,
is currently undergoing extensive research and analysis
to determine new areas to dominate the market in the
communications sector.  New advances in digital
communications has resulted in the quick antiquity of
current analog systems. NEXCOM is undergoing
extensive analysis into new investment opportunities to
use the analog equipment in other market areas.

It is hypothesized that areas of economic opportunity
are in relocation of existing analog systems into areas not
currently dominated by the competition.  For example,
Boise, Idaho may be a possibility where cellular analog

may be an easy in, capturing the market before another
competitor can perform a similar strategy.

Therefore, the challenge in this research opportunity
was to produce a decision support mechanism to assist
the NEXCOM staff in evaluating various “Walmart”
strategies; to define and rank opportunities where
Cellular is NOT.  The term “Walmart” represents the
unusual success of the WALMART retail chain in
establishing a high rate of success in establishing new
stores in various undeveloped locations.

Because of the high level modeling effort,
incorporating a large amount of direct and indirect
relationships, including all sources of income and
expenses, simulation was chosen as the mechanism to
perform the analysis.

Such a mechanism should be based on sound
analytical methodologies, and produce accurate results to
support the staff in formulating and evaluating future
prospective markets.   Inflation indexes, pay increases,
automated investment increases, and financial
uncertainties can be imported into the scenarios,
continually updating the detail of the model, thus
depicting the “real world”.

This paper proposes a solution to this dynamic
challenge by integrating system dynamics, combined
simulation, and engineering economics.  The result is a
more suitable methodology to adequately predict and
control a proper balance of the corporation’s goals,
identifying shortfalls, and helping to develop the
necessary strategies to support the base for future
operations.

Through this proposed technique, a more accurate
representation of the variability and uncertainty of
business proposals or strategies can be modeled.  By
combining the proposed methodology, successful market
penetration can occur at minimum risk.  Corporate goals
can be achieved, along with accurate assessments of
capital gains and losses over time.














