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—1 Abstract |

The purpose of this paper is to find out the effects of the gambler’s fallacy bias on
the supply chain. For this study, the simulation was based on a casual structure of
the Beer Distribution Game from Sterman(2000)’s Business Dynamics and designed
into 2 different models : the first model carries the exact same structure as the
reference mentioned above and for the second model, the comparison model is used
reflecting gambler’s fallacy bias. Each model has 2 different demand patterns. The 4
cases of models was tested with 1,000 different random number seeds.

The results for the simulation are following : In the aspect of the inventory and
out of stock, the basic model resulted better than the comparison. However, in the
bullwhip effect, the comparison model has less than the basic in terms of the level

demand pattern. But there was no significant difference in the cycle demand.
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Adjustment for Retailer Inventory[seed]= (Desired Retailer Inventory[seed] -Retailer
Inventory[seed])/Retailer Inventory Adjustment Time[seed]

Adjustment for Retailer Supply Line[seed]= (Desired Retailer Supply Line [seed]-Retailer
Supply Line[seed])/Retailer Supply Line Adjustment Time[seed]

Cumulated Customer Orders[seed]= INTEG (Customer Orders In[seed],1)

Cumulative Mean of Customer Orders[seed]= (Customer Orders[seed]+ Cumulated Customer
Orders[seed])/(Time+1)

Customer Orders[seed]= RANDOM NORMAL(0, 200, 100, 30, seeds[seed])

Customer Orders In[seed]= Customer Orders[seed]

Customer Shipment Rate[seed]= MIN(Retailer Inventory[seed], Customer Orders[seed])

Desired Retailer Acquisition Rate[seed]= Expected Customer Orders[seed] 4+ Adjustment for
Retailer Inventory[seed]

Desired Retailer Inventory[seed]= 400

Desited Retailer Supply Line[seedc= Expected Retailer Delivery Delay[seed] *Expected
Customer Orders[seed]

Expected Customer Orders[seed]= MAX(0, 3*Cumulative Mean of Customer Orders[seed]-
Previous Customer Orders[seed]—Customer Orders[seed])

Expected Retailer Delivery Delay[seed]= Retailer Delivery Delay[seed]

Indicated Retailer Orders[seed]= Desired Retailer Acquisition Rate[seed] +Adjustment for
Retailer Supply Line[seed]

Previous Customer Orders[seed]= DELAY FIXED(Customer Orders[seed], 1, 100)

Retailer Acquisition Rate[seed]= Retailer Supply Line[seed]/Retailer Delivery Delay[seed]

Retailer Delivery Delay[seed]= 3

Retailer Inventory[seed]= INTEG (Retailer Acquisition Rate[seed]- Customer Shipment
Rate[seed], Desired Retailer Inventory[seed])

Retailer Inventory Adjustment Time[seed]= 4

Retailer Orders[seed]= Indicated Retailer Orders[seed]

Retailer Shipment Rate[seed]= MAX(0, Retailer Orders[seed])

Retailer Supply Line[seed]= INTEG (Retailer Order Rate[seed]-Retailer ~Acquisition
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Rate[seed], Desired Retailer Supply Line[seed])

Retailer Supply Line Adjustment Time[seed]= 4



