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Application of Demand-pull inventory management

study in the beer game

Student: You-Ren Liang Advisor: Dr. Rong-Kwei Li
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Department of Industrial Engineering and Management College of Management

National Chiao Tung University

Abstract

Bullwhip effect has been an important issue-in supply.chain management. The beer game,
developed at the MIT Sloan School of Management in early 1960s, is a classic supply chain
problem widely used in graduate business programs to.teach the concepts of supply chain
management. However, the traditional-MIT Beer Game can barely emerge the problem, but
not proposing a solution. This study attempts to provide a good way to solve inventory
problems arising from the bullwhip effect by verifying the application of Demand-pull
mechanism can have better inventory performance in the MIT Beer Game. On the other hand,
in addition to the four causes coming up with Lee, Dr. Goldratt thinks another major reason
for the bullwhip effect is due to “After the adjusting of inventory target level, managers revise
the level again without waiting for the increase quantities come in later.” This study used the
simulation program to verify this argument is substantiated. Eventually, this study do further

research and extension analysis against the unreasonable of MIT Beer Game.

[ Key words] Beer Game, Bullwhip Effect, Theory of Constraints, Demand-pull
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