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THE BEER GAME
Understanding Dynamic Systems

In a world of increasing complexity and interconnectedness, an understanding of dynamic 
systems is a crucial leadership and management competency. Visionary leadership alone is not 
enough to ensure success amid rapid change in business or governance environments, given the 
unexpected contextual pressures and restraints that mark the current age. 

One simple tool that offers outstanding insight into the world of systems is ISEE System’s “Beer 
Game”.1

Using the game, we tried our hand at 
managing a simple simulated supply chain 
(right) of a retailer, exploring the way in 
which a two-week delay in the delivery of 
orders from the wholesaler, affects the 
inventory levels of the retailer, given 
fluctuations in the orders of customers. 

Our first two attempts (below left and right) 
indicated a typical tendency to overreact to 
the increases in orders from customers, 
resulting in a costly oversupply of stock in the inventory, followed by a shortage of stock due to a further 
overreaction in reducing orders of new stock, resulting later in the costly unavailability of merchandise. 

Thereafter we allowed and automated version of the simulation to demonstrate a recommended approach 
to managing the supply chain, after which we tried to beat the automated simulation (below, left and 
right). 
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1 http://www.iseesystems.com/store/BeerGame/BeerGame.aspx
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The automated simulation achieved an impressive “Expenditure on Inventory” of 237.88 compared to an 
ideal 250. Our attempt thereafter resulted in similar achievement of 239.88 on expenses. 

The exercise revealed the following insights about dynamic systems: 

1. The structure of the system, in this case containing a 2-week delay in deliveries from the 
wholesaler, dramatically affects the behavior of the system. 

2. The two stocks, of Inventory on the one hand, and Unfilled Orders on the other, must be kept 
in balance, and given the fluctuations in demand, the ordering decisions of the retailer, unless 
tempered with insight of the system structure, tends to send fluctuations all the way back op 
the supply chain. 

3. The best results, in terms of keeping inventory constant amid changing demand, is achieve 
through incremental adjustments to orders from the wholesaler, either increasing or 
decreasing them, while bearing in mind the undelivered stock that will effect inventory in 
future.

In summary, our view is that managing a dynamic system, similar to riding a motorcycle, is best achieve 
by 1) keeping a clear focus on a desired point ahead (comparative to the delay in the system), and 2) by 
managing the movement in the system through small and gradually effective changes, rather than abrupt 
and radical changes. 

by Marius Oosthuizen 
Consulting Futurist 
CUSP Consulting
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Marius Oosthuizen is a Futurist with CUSP Consulting. As a entrepreneur, strategic thinker, and theologian he helps 
leaders and organizations across the public and private sector come to terms with change in a way that ensures future 
success. 
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