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Case convention: The operating-committee decision is hypothetical. Dell has not disclosed the
policy, meeting, or vote described here.

Decision assignment

Assume a hypothetical Dell operating committee must set rules for next-quarter allocation of
scarce memory and other constrained components. The rules will apply across Al servers,
traditional servers and networking, and storage, and will govern how customer readiness, order
commitment, credit exposure, and supplier commitments affect priority.

The committee is not being asked to calculate a single optimal allocation from public data. It
must establish a repeatable policy that managers can apply as supply and customer conditions
change. What information must be verified before components are reserved? How much should
a customer’s readiness and contractual commitment matter? When should Dell accept a
non-cancelable or minimum-fee supplier commitment, and who can approve exceptions?

Recommend decision rights, customer gates, supplier guardrails, review cadence, and an
exception process. State the strongest argument against your own recommendation and
identify the internal information needed to refine it. Do not assume that all backlog is firm or
convertible, or that the public disclosures reveal order-level economics.

Demand is large; conversion is uncertain

On September 1, Dell reported $60.9 billion of Al-server orders, $16.4 billion of Al-server
revenue, and $95 billion of Al-server backlog for Q2 FY2027. The figures are different measures.
They do not describe one cohort that can be converted into a shipment rate. Dell’s FY2026 Form
10-K defines product backlog as unfulfilled manufacturing orders; backlog is included in
remaining performance obligations only to the extent Dell determines the orders are
non-cancelable. Management says customer readiness and component transitions make
shipment timing nonlinear. The public materials do not disclose the backlog’s customer-level
readiness, cancellation terms, configurations, or schedule. [S1, S3]

Demand also extends beyond Al servers. Dell reported Q2 year-over-year revenue growth of
122% in traditional servers and networking, 26% in storage, and 20% in client solutions. Those
growth rates show a broad portfolio, but they do not show which lines consume the constrained
components, their relative contribution, or the cost of delaying a particular order. [S1]
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Exhibit 1. Selected Q2 FY2027 demand and revenue measures

Measure Reported value What it measures
Al-server orders $60.9B Orders reported for the quarter
Al-server revenue $16.4B Revenue recognized for the quarter;

$16.401B in the 10-Q segment table

Al-server backlog $95B Management-reported quarter-end
backlog
Traditional servers and networking 122% Year-over-year growth rate

revenue growth
Storage revenue growth 26% Year-over-year growth rate

Client solutions revenue growth 20% Year-over-year growth rate

Source: Dell Q2 FY2027 earnings release and Form 10-Q. Orders, revenue, and backlog are
separate measures and are not a same-cohort conversion calculation. Backlog does not by itself
establish readiness, non-cancelability, component availability, or margin. [S1, 52, S3]

Management attributed component constraints and substantial memory-cost inflation to limited
manufacturer capacity and expected inflation to persist through FY2027. It said Dell increased
component purchases, raising inventory and purchase obligations, while product transitions
made supply-demand planning more difficult. These are management explanations and
expectations, not independent forecasts. [S2]

Dell disclosed $34.8 billion of purchase obligations at July 31, 2026, with $24.6 billion due within
twelve months. Under the filing’'s definition, these are legally binding non-cancelable or
minimum-fee commitments. The disclosure excludes cancelable purchase orders and portions
of certain strategic supplier agreements. The obligations are not customer backlog, and the
disclosed total does not describe the flexibility, component mix, or customer match of each
commitment. [S2]

Dell also said Al-server revenue to date predominantly involved a relatively small number of
large customers and cloud service providers. Larger credit purchases may affect credit risk. The
public filing does not provide customer-level exposure, credit headroom, or default probabilities.
Concentration is a factor for the hypothetical policy to consider, not evidence that a particular
customer should be deprioritized. [S2]

Portfolio economics have limits

For Q2, Dell reported I1SG revenue of $16.401 billion for Al servers, $10.531 billion for traditional
servers and networking, and $4.850 billion for storage. ISG operating margin was 15.0% for the
quarter and 12.9% for the first half. Management said Al-server mix pressured gross-margin
rate during the first six months of FY2027; for Q2, gross-margin rate increased, primarily due to
disciplined pricing. These reported amounts differ by product category and period: the
aggregate ISG margin does not disclose incremental contribution, cash conversion, or
customer-level economics. Students should not rank orders by inferred margin using these
figures. [S2]
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Exhibit 2. Q2 ISG measures

Measure Period Reported value
Al-server revenue Q2 FY2027 $16.401B
Traditional servers and networking Q2 FY2027 $10.531B
revenue

Storage revenue Q2 FY2027 $4.850B

ISG operating margin Q2 FY2027 15.0%

ISG operating margin First half FY2027 12.9%

Source and limit: Dell Form 10-Q, Results of Operations-Business Unit Results. Revenue by
category and ISG operating margin are different measures. The first-half margin covers a
different period from the Q2 margin; none is an order-level or product-level contribution
estimate. [S2]

A historical operating mechanism

Foreman and coauthors studied Dell’s historical routing of U.S.-bound desktop monitors among
plants. The work considered a centralized analyst and visualization process, then a
rolling-horizon optimization model. It may prompt questions about shared information, decision
ownership, and how often to refresh allocations. It does not estimate savings or outcomes for Al
servers, memory allocation, or customer rationing.

The article reports distinct estimates that should not be combined. The first process phase was
estimated to reduce monitor repositioning transportation costs by about 40%, based on
managers’ comparison of pilot decisions with hypothetical decisions under the prior process
over a limited period; the authors note subjective judgment and possible bias (§3.3, PDF p. 8).
The model phase reported about 46% aggregate savings across 14 weeks and six monitors,
with reductions of 38% in the first half and 48% in the second half; the authors describe 38% as
the better normal-period estimate and the second half as a severe-shortage period (84.3.1, PDF
pp. 24-26). The conclusion reports roughly 60% cumulative reduction since the collaboration
began (85, PDF p. 33). These historical monitor-specific findings are different in method, time
window, and comparison. The authors also identify a limitation in modeling monitor types
independently. No percentage should be carried into a current allocation forecast. [Al]

Kraemer and coauthors’ 2000 study describes coordination among sales, production,
procurement, suppliers, and information systems in Dell’s historical direct, build-to-order PC
model. It is qualitative evidence from a different era and product system, not a causal estimate
or description of Dell’s current process. It may help frame which functions should participate in
a policy, but cannot establish today’s capabilities or decision rights. [A2]

Policy choices for the hypothetical committee

The options below are analytical packages for discussion. Dell has not disclosed these policies.
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1. Protect Al throughput

Prioritize constrained components for Al-server orders and strategic deployments, subject to
minimum readiness and credit checks. This could focus supply on the largest announced
demand pool and preserve time-sensitive deployments. It could also strand inputs when sites
are not ready, heighten concentration, and commit Dell to suppliers ahead of customer
conversion.

2. Gate on readiness and commitment

Reserve components only after documented milestones such as site access, power and cooling,
network integration, configuration freeze, acceptance plan, credit review, and firm customer
order terms. Match the length and rigidity of supplier commitments to verified demand and
customer commitment. This may improve execution discipline, but strict gates could delay
valuable projects with complex deployment paths or reward paperwork rather than actual
readiness.

3. Protect a portfolio floor

Reserve an explicit share of constrained capacity or specified components for traditional
servers/networking and storage. This can protect refresh cycles and a wider set of customer
needs. A fixed floor can also hold capacity for less urgent demand or misfit components if
supply and product requirements differ.

4. Use a common scorecard with controlled exceptions

Assess readiness, order firmness, urgency, component compatibility, expected contribution
range, credit exposure, customer concentration, and supplier reversibility. A standing
cross-functional group can refresh the queue and escalate departures from the rules. Public
information cannot set score weights or a numerical allocation. A scorecard can also conceal
trade-offs behind false precision unless decision owners explain overrides.

The committee could combine these approaches. For example, it could establish customer
gates and supplier guardrails across the portfolio, then set a reviewable floor for other product
lines and permit documented exceptions. The question is how to make the policy predictable
enough for customers and suppliers while retaining flexibility when readiness, component
availability, or demand changes.

The assignment
Prepare a one-page policy recommendation for the hypothetical operating committee. It should:

1. Define readiness and commitment gates for customer orders, including what evidence is
required and how long a reservation remains valid.

2. Set supplier guardrails for non-cancelable or minimum-fee purchases, including how
customer firmness, deployment readiness, and demand uncertainty affect approval.

3. Allocate decision rights across sales, product groups, supply chain, finance/credit, and an
executive escalation owner. Define the cadence for reallocation and treatment of exceptions.

4. Explain how the policy considers Al servers, traditional servers/networking, and storage
without inferring unsupported order-level economics.

5. Identify the internal data needed to calibrate the rules and the evidence that would cause the
committee to revise them.
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Which policy would you recommend for next quarter? State what it protects, what it puts at risk,
and who is accountable when the policy is overridden. Do not present a numerical allocation as
optimal without the missing data, or claim that Dell has adopted your recommendation.
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vote, customer negotiation, or later outcome is represented.
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