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Learning Objectives

• Explore the problem of resource allocation within a 

corporation by looking at many projects from the senior-

management perspective. 

• Illustrate the potential effects of capital rationing on 

capital investment choices.

• Exercise and interpret the basic tools used in investment 

analysis: NPV, IRR, payback, and PI.

• Understand how capital budgeting affects a company’s 

future performance and market position.
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Brief Introduction
• On average, the simulation takes 30 to 60min to run.

• Each group will be assigned a budget constraint (see 
the coursepack for details), which is one of the 
followings:

• A fixed constraint of $8M per year

• A constraint that starts at $8M in 2010 and declines by 1M 
each succeeding year

• A constraint equal to a constant 15% of EBITDA
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Brief Introduction, cont’d
• 5 year investment horizon with a pool of 27 projects 

from 3 divisions.
• Projects are interdependent.

• Some projects are available only once, others are available in 
multiple years.

• You may select to open multiple stores in the “Retail Store 
Expansion in Northeast” project.

• You may play the simulation multiple times to get the 
best result.
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Interface -Analyze
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Interface –Decision
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Benchmark
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Report
• Follow the write-up instructions on BB. The total 

number of pages should be less than 10.

• Each group will present their results in the project 
presentation session. The presentation should be no 
more than 15 min.

• Your project grade will be determined based on 
layout, writing, analysis, interpretation, and peer 
evaluation. 


