HEARTHLINE HOME — DEMAND MANAGEMENT CASE
Hearthline Home
The Demand Balancing Problem
A business case on assortment, pricing, promotion, digital marketing, and customer response


	In September 2026, a regional furniture retailer must decide how aggressively to stimulate demand before the holiday season—without creating stockouts in popular styles or deep markdowns on products customers no longer want.




This case is fictional and intended for instructional discussion. Names, events, funds, and internal figures are invented, although the industry setting is motivated by public data.


The Monday Meeting
At 8:10 on Monday morning, Elena Marquez, chief commercial officer of Hearthline Home, watched the company’s weekend sales dashboard refresh for the third time. Website traffic had risen 24 percent after a paid social campaign, but completed purchases had increased only 5 percent. In stores, the new Solace modular sectional was selling faster than expected in two metropolitan markets and barely moving elsewhere. Meanwhile, the company held nearly four months of inventory in a traditional dining collection that had been forecast as a seasonal winner.
Hearthline operated 31 stores and an e-commerce site across eight Midwestern and Mid-Atlantic states. It sold sofas, bedroom sets, dining furniture, home-office pieces, and accessories. Most upholstered products were assembled domestically from imported frames and fabrics; case goods arrived primarily from Asia and Europe. Standard replenishment took 10 to 18 weeks, and special orders could take longer.
The executive committee had approved a $6.8 million marketing and promotion budget for the final four months of the year. The money could support television, paid search, social media, direct mail, local events, influencer partnerships, website redesign experiments, or price reductions. Each choice could change not only sales, but also the mix of customers and products sold. Marquez had six days to recommend a plan.
A Market That Refused to Behave
Furniture demand had always been difficult to forecast because purchases were large, infrequent, and often linked to life events. Home purchases and moves created furnishing needs, but customers also postponed purchases when interest rates, inflation, or employment prospects made them cautious. Style preferences could shift quickly after a product appeared in an online video or a competitor introduced a similar design at a lower price.
The national picture gave Hearthline little comfort. U.S. Census data indicated that furniture and home-furnishings store sales in December 2025 were 5.5 percent below December 2024. New single-family home sales totaled an estimated 679,000 units in 2025, slightly below 2024. At the same time, e-commerce continued to account for a substantial and growing share of retail activity, with first-quarter 2026 U.S. e-commerce sales estimated at $326.7 billion. These statistics suggested a large market, but not a predictable one.


Exhibit 1. Hearthline Performance, January–August 2026
	Measure
	2025 comparable
	2026 actual
	Change

	Net sales
	$286.4 million
	$279.1 million
	–2.5%

	Gross margin
	46.1%
	43.8%
	–2.3 pts

	Average order value
	$1,486
	$1,552
	+4.4%

	Store conversion rate
	22.8%
	20.6%
	–2.2 pts

	Website conversion rate
	1.82%
	1.54%
	–0.28 pts

	Orders delivered late
	8.7%
	13.9%
	+5.2 pts

	Inventory at cost
	$82.6 million
	$103.4 million
	+25.2%

	Advertising expense
	$12.1 million
	$14.8 million
	+22.3%



The finance team argued that Hearthline was buying traffic rather than profitable demand. Digital advertising expense had increased, yet conversion had declined. The merchandising team countered that the problem was not traffic but availability: customers who clicked on popular configurations often encountered delivery estimates of 10 to 14 weeks. Store managers offered another explanation—customers wanted to see and feel major purchases, but staffing reductions had left too few experienced sales associates on weekends.
The Assortment Problem
Hearthline carried approximately 4,800 active stock-keeping units, although 420 products generated 61 percent of sales. Management had expanded the assortment to improve search-engine visibility and give customers more choice. The result was a long tail of slow-moving items, complicated displays, and fragmented inventory. A sofa might be offered in six fabrics and three configurations, but the combinations customers preferred differed sharply by region.
Exhibit 2. Selected Product Families
	Product family
	Gross margin
	Weeks of supply
	Late orders
	Recent demand signal

	Solace modular seating
	49%
	5.2
	28%
	Strong social-media interest; regional concentration

	Harbor performance sofas
	44%
	9.1
	14%
	Stable repeat demand; price comparisons rising

	Alden dining collection
	51%
	17.8
	3%
	Weak conversion despite strong website traffic

	Luma bedroom collection
	47%
	11.6
	9%
	Demand rising among first-time homeowners

	Studio home-office
	42%
	15.4
	5%
	Sales falling after two strong years

	Accessories and décor
	58%
	7.0
	2%
	High attachment margin; inconsistent displays



The merchandising group proposed removing 900 low-volume products from the website and stores, then concentrating marketing on 12 “hero” collections. The e-commerce group opposed the idea. Broad assortment attracted search traffic and allowed Hearthline to learn about emerging tastes, even when a visitor did not immediately purchase. The store organization feared that standardizing assortments would ignore local housing styles, demographics, and income levels.
Price, Promotion, and the Risk of Training Customers
Hearthline’s historical promotion calendar included holiday discounts, financing offers, room-package bundles, and occasional clearance events. Competitors had become more aggressive, advertising “40 percent off” sales that were difficult to compare because list prices and product specifications varied. Hearthline’s customer research suggested that many shoppers delayed purchases until a promotion appeared.
Marquez was considering a companywide “Furnish the Room” event: customers buying a sofa and two complementary pieces would receive a 15 percent package discount and free delivery. The offer could increase average order value and help sell accessories. It could also reduce margin on products that might have sold without a discount and create delivery congestion just before the holidays.
Exhibit 3. Proposed Demand Initiatives
	Initiative
	Four-month cost
	Expected reach
	Key concern

	Paid search expansion
	$1.6M
	High-intent shoppers
	Auction costs and competitor response

	Social video + influencers
	$1.2M
	Style-conscious households
	Views may not translate into purchases

	Regional television
	$1.5M
	Broad local awareness
	Weak attribution and spillover

	Direct-mail room packages
	$0.7M
	Known households near stores
	May skew toward existing customers

	15% room-package discount
	$2.0M–$4.5M*
	Customers near purchase
	Margin loss and demand surge

	Website A/B testing
	$0.45M
	All digital visitors
	Learning may arrive after peak season

	Weekend store staffing
	$0.85M
	In-store shoppers
	Hiring and training delays



*Estimated revenue reduction depends on participation and substitution.


Digital Signals and Imperfect Learning
Hearthline collected millions of digital observations: searches, clicks, product-page views, saved rooms, cart additions, financing applications, chat sessions, and abandoned carts. Yet managers disagreed about what the data meant. A collection with high page views might indicate strong interest—or confusion about dimensions, colors, or delivery. A high bounce rate might reflect an unattractive page, an unsuitable price, or a customer who found the needed information immediately.
The analytics team proposed a sequence of controlled experiments. Different visitors could see alternative page layouts, delivery messages, financing offers, or product recommendations. Selected stores could test different room packages and price points. However, the tests would consume traffic, risk inconsistent customer experiences, and produce results that might not transfer across regions or seasons.
Exhibit 4. August Digital Funnel
	Stage
	Monthly volume
	Rate from prior stage
	Observed variation

	Website sessions
	3,840,000
	—
	±18% by week

	Product-detail views
	2,110,000
	55.0%
	Furniture category and traffic source

	Room planner / saved item
	286,000
	13.6%
	Much higher for modular seating

	Cart or quote started
	93,400
	32.7%
	Falls sharply when delivery >8 weeks

	Order completed
	59,100
	63.3%
	Sensitive to financing approval

	Order retained after 14 days
	54,800
	92.7%
	Cancellations concentrated in delayed orders



The chief information officer warned against overconfidence. Customer identities were fragmented across store, website, and financing systems. Some households researched online but purchased in a store under a spouse’s name. Advertising platforms reported conversions using different attribution windows. Store managers sometimes entered orders under generic customer profiles to save time. A campaign could appear successful in one system and unsuccessful in another.
Stores, People, and Local Judgment
Store labor was both a cost and a demand lever. Experienced associates helped customers coordinate styles, explain fabric choices, arrange financing, and set expectations about delivery. New associates required months to become productive. Yet staffing every store for peak traffic was expensive, and foot traffic varied with weather, local events, and competitor promotions.
Regional vice presidents wanted discretion to adjust staffing, displays, promotions, and local media. Headquarters wanted consistent experiments and comparable results. One manager noted that a promotion tested in a suburban store with large showrooms could not be judged against an urban showroom where customers relied more heavily on delivery and digital visualization.
The Supply Constraint Behind the Demand Decision
Although Marquez’s assignment concerned demand, she could not ignore product flow. The Solace collection’s strongest-selling corner units were delayed at an upholstery supplier. Alden dining sets filled distribution-center slots. Two imported bedroom containers were expected three weeks late after port congestion. A successful campaign could worsen customer service if it promoted products the company could not deliver.
The supply-chain team recommended marketing only items with at least eight weeks of available supply. Merchandising objected that such a rule would favor slow products and suppress the very collections generating brand excitement. Finance suggested discounting overstocked goods aggressively. Brand management worried that repeated discounts would weaken Hearthline’s mid-premium positioning.


The Decision Before the Holiday Season
Marquez organized the problem into three broad approaches, none of which excluded smaller supporting actions.
Approach A: Concentrate. Hearthline would reduce the visible assortment, focus marketing on a small number of collections, increase weekend staffing in its strongest markets, and use regional campaigns tailored to available inventory. This approach promised clearer execution but risked missing new preferences and weakening search traffic.
Approach B: Promote broadly. The company would retain its full assortment, launch the room-package discount nationally, and expand paid search and social media. The plan could stimulate sales quickly and provide substantial customer-response data, but it might sacrifice margin and overwhelm constrained products and delivery capacity.
Approach C: Experiment and learn. Hearthline would limit major discounts, allocate more funds to webpage experiments, customer surveys, and controlled regional tests, and postpone a national campaign until results emerged. The approach could improve future decisions, but the holiday season might pass before the company acted with confidence.
Exhibit 5. Management Planning Scenarios, September–December
	Scenario
	Net sales
	Gross margin
	Ending inventory
	Late-order rate

	Soft market
	$133M
	42.0%
	$112M
	10%

	Base forecast
	$151M
	43.5%
	$94M
	13%

	Promotion response
	$169M
	40.8%
	$76M
	21%

	Style shift toward Solace/Luma
	$158M
	44.1%
	$101M
	27% on constrained lines

	Competitor price war
	$162M
	38.9%
	$88M
	15%



The scenarios were not probabilities. They were internally consistent stories assembled by finance, merchandising, supply chain, and marketing. Each group challenged the assumptions of the others. No one knew how much incremental sales a discount would generate, how customers would substitute when preferred products were unavailable, or how quickly competitors would respond.
The Friday Deadline
By Friday, Marquez had to recommend how to allocate the $6.8 million budget, which products and markets to emphasize, whether to authorize the national package discount, and what information Hearthline should collect before and during the campaign. The chief executive also wanted a list of conditions under which management should change course during the season.
Looking at the dashboards, Marquez wondered whether Hearthline’s real problem was weak demand, the wrong assortment, poor execution, long delivery promises, insufficient customer guidance, or the company’s inability to interpret the signals it already possessed. Each explanation pointed toward a different action. Each action could change the evidence used to evaluate it.
Framing questions
1. Identify the different metrics that can be used to evaluate every aspect of the performance of the system?  Organize these into a pyramid to indicate the relative importance, following the style given here.
2. What are the types of decisions? Use the list of decision types here as a guide, illustrated by the applications here.  
3. Use the interactive framing matrix here to fill out the performance metrics along the top (from most to least important) followed by the list of decisions (in any order).  Use your judgment to assess whether the impact of each decision on each metric is H (high impact), M (medium), L (low) or N (none).  Finally, use the resulting matrix to rank the decisions in terms of their impact on the most important metrics.
4. What are the different sources of uncertainty?  Use the 12 categories of uncertainty here as a guide.
5. Repeat the exercise in (3), but this time using uncertainties instead of decisions.
a. Which sources of uncertainty would be captured using average performance over time?
b. Which sources of uncertainty represent forms of risk that are not properly captured using averages?
6. Choose the single decision that seems to have the highest impact on the most important metric.  
a. What approach do you think you would use to make this decision?
b. What data appears to be necessary to make this decision, including the calculation of any performance metrics where the decision would have a high or medium impact.
7. Using the same decision you identified in (6), identify the people, departments, groups or organizations that you would need to work with to implement the decision?
Discussion Questions
1. What is the central business problem facing Marquez? Which symptoms may be consequences rather than causes?
2. How should Hearthline decide which products to feature when the most popular products may be supply constrained?
3. Should the room-package discount be launched nationally, tested regionally, redesigned, or rejected?
4. How should the company allocate the $6.8 million across media, discounts, website experiments, research, and store staffing?
5. What evidence would distinguish an advertising problem from a pricing, assortment, delivery, or staffing problem?
6. Which customer behaviors should Hearthline attempt to influence, and which may be too costly or unpredictable to manage?
7. How should online and store activity be evaluated when customers move between channels?
8. What experiments would produce the most useful information before the holiday season ends?
9. What operating triggers should cause management to alter pricing, advertising, assortment, or staffing during the campaign?
10. What would constitute a successful outcome if sales, margin, inventory, service, and learning point in different directions?
Source Note
The conceptual foundation for this case is the “Demand management – selling furniture” section of Warren B. Powell, Bridging Decision Problems, Volume I: Framing the Problem, Chapter 2. The case embeds its ideas in the narrative and exhibits without separately labeling categories of metrics, decisions, or uncertainties.
Public data used to motivate the setting: U.S. Census Bureau, Monthly State Retail Sales, December 2025 (furniture and home-furnishings store sales down 5.5 percent from December 2024); U.S. Census Bureau and U.S. Department of Housing and Urban Development, New Residential Sales, December 2025 (approximately 679,000 new single-family homes sold in 2025); and U.S. Census Bureau, Quarterly Retail E-Commerce Sales, First Quarter 2026 ($326.7 billion in estimated e-commerce sales). All Hearthline financial, operating, marketing, and customer data are fictional.
ChatGPT notes
Prompt
Write a 4-6 page case study based on the material in the section at https://warrenpowell.org/bridging-vol1/chapter-2/#demandmanagementfurniture. Create a context based on the metrics, decisions and uncertainties in the section, but without explicitly calling attention to them. motivate your case problem with data.
Summary
The case follows the furniture demand-management section’s conceptual structure without explicitly labeling its underlying categories. It places a fictional regional furniture retailer in the months before the holiday season, facing decisions involving:
· Product assortment and regional stocking 
· Pricing, bundles, and promotional discounts 
· Paid search, social media, television, direct mail, and influencers 
· Website experiments and customer research 
· Store staffing and local managerial discretion 
· Coordination between demand stimulation and constrained product availability 
The case contains five quantitative exhibits, competing management perspectives, three broad strategic approaches, and ten discussion questions. It deliberately leaves unresolved whether the company’s primary problem is weak demand, the wrong assortment, pricing, advertising effectiveness, delivery delays, staffing, or its interpretation of customer data.
The market setting is motivated by Census data showing that furniture and home-furnishings store sales in December 2025 were 5.5% below the prior year, approximately 679,000 new single-family homes were sold during 2025, and U.S. retail e-commerce sales reached an estimated $326.7 billion in the first quarter of 2026. The case framework draws from the specified demand-management section of Bridging Decision Problems, Volume I. 
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