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Preface

This book represents our view of the essential body of knowledge for an introductory oper-
ations management course. It has been successfully used with all types of students, from
freshmen taking an introductory course in operations management, to MBAs, to executive
MBASs, and even PhD students.

Our guiding principle in the development of Matching Supply with Demand has been
“real operations, real solutions.” “Real operations” means that most of the chapters in
this book are written from the perspective of a specific company so that the material
in this text will come to life by discussing it in a real-world context. Companies and
products are simply easier to remember than numbers and equations. We have chosen
a wide variety of companies, small and large, representing services, manufacturing,
and retailing alike. While obviously not fully representative, we believe that—taken
together—these cases provide a realistic picture of operations management problems
today.

“Real solutions” means that we do not want equations and models to merely provide
students with mathematical gymnastics for the sake of an intellectual exercise. We feel
that professional training, even in a rigorous academic setting, requires tools and strategies
that students can implement in practice. We achieve this by demonstrating how to apply
our models from start to finish in a realistic operational setting. Furthermore, we openly
address the implementation challenges of each model/strategy we discuss so that students
know what to expect when the “rubber hits the pavement.”

To fully deliver on “real operations, real solutions,” we also must adhere to the prin-
ciple of “real simple.” Do not worry; “real simple” does not mean plenty of “blah-blah”
without any analytical rigor. Quite the contrary. To us, “real simple” means hard analysis
that is made easy to learn. This is crucial for an operations text. Our objective is to teach
business leaders, not tacticians. Thus, we need students to be able to quickly develop a
foundation of formal models so that they have the time to explore the big picture, that is,
how operations can be transformed to provide an organization with sustainable competi-
tive advantage and/or superior customer service. Students who get bogged down in details,
equations, and analysis are not fully capturing the valuable insights they will need in their
future career.

So how do we strive for “real simple”? First, we recognize that not every student
comes to this material with an engineering/math background. As a result, we tried to
use as little mathematical notation as possible, to provide many real-world examples,
and to adhere to consistent terminology and phrasing. Second, we provide various lev-
els of detail for each analysis. For example, every little step in an analysis is described
in the text via an explicit example; then a summary of the process is provided in a “how
to” exhibit, a brief listing of key notation and equations is provided at the end of each
chapter, and, finally, solved practice problems are offered to reinforce learning. While
we do humbly recognize, given the quantitative sophistication of this text, that “much
simpler” might be more accurate than “real simple,” we nevertheless hope that students
will be pleasantly surprised to discover that their analytical capabilities are even stron-
ger than they imagined.

The initial version of Matching Supply with Demand made its debut in portions of the
operations management core course at Wharton in the 2002-2003 academic year. This
edition incorporates the lessons we have learned over the last 2 decades of teaching the
content of this book to thousands of students at Wharton and beyond. Much has hap-
pened during this time, including the global financial crisis and the Covid-19 pandemic.

IX



X Preface

The challenges and the opportunities associated with better matching supply with demand,
however, have only grown. We hope that through this book and through our teaching we
can help reduce some of the costs that arise when supply and demand do not match, be it
in the form of insufficient care capacity in ICUs or global supply shortages of goods and
services.

Gérard Cachon

Christian Terwiesch



New to This Edition

The fifth edition has benefited from the comments and suggestions from students, faculty,
and practitioners from around the world.

The world has changed again between this and the previous edition. Consequently, we
have updated data and examples to try to maintain the timeliness of the content.

We have made a number of changes that make the material easier for students to absorb,

including:

Chapter 1:
Chapter 2:
Chapter 3:
Chapter 5:

Chapter 8:
Chapter 11:
Chapter 13:

Chapter 17:
Chapter 19:

In addition,
chapter.

A new introduction with current examples throughout

New data for retailers; new information on inventory turns

Refined explanation of process capacity

New discussion on setup times and product variety; refined explanation of
the SMED method

New information on the limitations of lean systems, in light of Covid-19
New examples of scheduling

New data on the pandemic outbreak; new discussion on the importance of
other forecasting methods beyond time series analysis, especially in the
context of Covid-19

New data on Hon Hai sales revenue

New data on inflows and outflows through the U.S. retail trade sector

we have moved all of the Selected Solutions to the end of each respective
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