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AEHT Seminar 2012 – Higher Education – Hospitality and Tourism Management
Management Games as a Methodological Approach
A ) General Introduction:

Management (game)   
In analogy with Ref.: “www.wikipedia.com” 

“Management” is the name of a business simulation board game released by Avalon Hill in 1960. 

Players operate their own manufacturing companies, making decisions on purchasing supplies, determining production volume, setting sale prices, and expanding factories. 

Turns are measured in business cycles. 

The winner is the player with the largest business at the end of the game. 

The competitive element is found in the players secretly bidding to purchase limited raw materials (with supplies going to the highest bidders) and then later secretly pricing their finished product for a market that normally would only purchase from the lowest priced suppliers.

„Der Begriff Unternehmensplanspiel bezeichnet eine Lernmethode zur vereinfachenden Abbildung der Realität (Modell) eines Unternehmens im Wettbewerbsumfeld. Durch diese wirklichkeitsnahe Simulation von Unternehmensprozessen gelten Unternehmensplanspiele als besonders geeignet für das Training von Management- und Führungskompetenzen.“
Key words / ideas:

· Management Game = Learning method

· Simplifies the reality Of an enterprise in the surrounding competition;

· By means of this simulation of entrepreneurial processes 

· This method is particularly suited for the training of managerial competences.
Real-world applications
Because economic simulations simulate real-world systems, they can often be used for economics education.[12] 

Some benefits of simulations are 

· that they permit students to experience and test themselves in situations before encountering them in real life,[13] 

· that they permit students to experiment and test hypotheses,[13]

 HYPERLINK "http://en.wikipedia.org/wiki/Business_simulation_game" \l "cite_note-dkskrht-13" [14] and 

· that subjects seem more "real" to them than when taught passively from the blackboard.[13] 

They are also used extensively in the professional world 
to train workers in the financial industries[15]

 HYPERLINK "http://en.wikipedia.org/wiki/Business_simulation_game" \l "cite_note-iscsml_sjf-15" [16] and management,[16] and 
to study economic models[17] (an association of professionals, ABSEL, exists for the sole purpose of promoting their use[15]), with some simulations having in excess of 10,000 variables.[17] 

Economic simulations have even been used in experiments, such as those done by Donald Broadbent on learning and cognition 
that revealed how people often have an aptitude for mastering systems without necessarily comprehending the underlying principles.[18] 
Other games are used to study the behavior of consumers.[19]
Remark Steindl: 

Such a management game trains in particular the abilities and competences of students in view of recognizing the impacts of (general) management decisions and those in the marketing field on obtaining the company’s objectives: e.g. a certain turnover / EBIT, profit, market share …

B) MANAGEMENT GAME 

as applied in training at member school D 04 
(HBFS FÜR DAS HOTEL-, GASTSTÄTTEN- UND FREMDENVERKEHRSGEWERBE, Am Mügelsberg 1, 66111 Saarbrücken)

Brief summary in English of Manual, Forms etc.

Please observe Copyright – only for teaching purposes, i.e. non-commercial use in AEHT member schools!
Contents of the Handbook / Manual (Survey):
1) Introduction: What is “TOPSIM-easyManagement”© all about? Educational objectives.

2) Initial Position: history of enterprise; press reports; the enterprise.

3) The Market
4) The fields of decisions: purchasing / administration; production: equipment, staff, quantities, logistics / sales policy; price; communication, advertising, sales promotion; hints on the communications budget; sales staff; personnel / costs; changes in the number of staff; planning of finances; share of payments; short term credits; stock; input of material; finished products; administrative costs; dividend / profit paid out; planning of production and turnover – accumulated value of earnings
5) Decisions
1. Introduction: (Excerpt)

The manual is meant to serve the preparation of this management game;

It delivers the basic information and serves as assistant for the management decisions;

We are explained the basic data (= period 1) – 
and the main task is to take the decisions for the next 2 to 5 (or 7) periods (= half years)
Main objective of this management game:

Together with your co-players you form a team of entrepreneurs that is the responsible management of a firm active in the production of goods for the outdoor sector.
The simulation creates a realistic model for a medium-sized enterprise, and it offers 

· A quick

· Risk-free and

· Practical experience 

· With a long-lasting educational effect.

Of course, the model cannot represent a complete picture of the complexity to be found in reality. But this is not aimed at; for didactical reasons, simplifications are necessary in order to guarantee the best educational effect, and this should not be endangered by too much complexity.
Educational targets:

Emphasis lies on ACTIVE LEARNING - thus our motto:
“LEARNING BUSINESS IS DOING BUSINESS!”
The learning objectives in detail:

· Learning to think and to act as an entrepreneur;

· Interpreting market situations and market results and their transformation into objective-oriented decisions;

· Preparing sufficient capacity of production and avoiding surplus capacities;

· Identifying the factors of success;

· The “figuring out” of consumer benefits and competitive advantages;
· Showing the inter-connections between advertising, sales promotion, reputation, product quality and prices and their impact on demand;
· Critically analyzing the complicated and complex inter-relations of business;

· Systematical thinking: to find out the inter-dependencies between decisions and to coordinate decisions.
2. THE ENTERPRISE.
We deduce the following scopes of business of the company “Vallenberg Outdoor Ltd.” from their website:

Purchasing and administration:

We combine selected material, design and constructing technique to extremely reliable “OUTDOOR TENTS”. This dept. buys all essential raw and working materials that are required to run the business smoothly. In addition, all administrative tasks are concentrated in this dept.
Production:

The Vallenberg company produces high quality “accommodations” for outdoor adventures; the production dept. assembles the outdoor tents “Expedition” and checks the quality; the highly qualified staff guarantees an exact processing and a long lasting lifespan.

Sales / distribution / logistics:

This dept. represents the interface between our customers and the enterprise. Here, all inquiries are handled and coordinated. With regard to our products, our sales staff serves as competent contact partners for both: customers and traders as well as within the company.
3. THE MARKET:

The outdoor market splits up into divers categories of products. In total, the turnover of outdoor tents sums up to 100 million € per year, with high-quality tents (expedition tents) counting for 10 % of the sales. Main distribution channels for expedition tents are sports shops (49 %) and outdoor special shops and mail-order business with 24 % of the market (both together) – see chart.
The Vallenberg company is a player on the German outdoor market that is apportioned to a multitude of traders. Around 59 % of the tents sold here originate from domestic production. Within the various product categories, we may distinguish between “premium” providers, suppliers of good products in the middle price range and low price firms that take care of the mass market.

4. THE SPHERES OF DECISIONS:

In this game you will take your decisions in a team, and at the end of each period you will enter them into the “decision masks / forms”.
The number of decisions to be taken is increased in the course of the game; the periods of this management game are equal to half- years. 
The kinds of decisions are as follows; the economic prognoses (=scenarios) and the business reports of the last period serve as a basis for the decisions for the next half a year.
· Purchases: Gestänge: linkage

· Production: - equipment
-staff
-quantity;

· Sales / marketing mix; 

· Price;

· Communication: Advertising, PR; budget;

· Personnel: basic costs, cost of adjustment;

· Financial planning: rate of interest, overdraft credit (Überziehung)
· Payments: arrears (Verzug); interest for short term credits;

· Stock of raw material and finished products;

· Administration costs / overheads;

· Other costs: rent of additional premises…

· Dividend

5. DECISIONS:

After having analyzed the participants’ reports of the period in question, it is advisable to think about your strategies and 
to check to what extent you have reached your goals as well as 
to compare the results with those of your competitors. 
Reports of participants, important KPIs (Key Performance Indicators) and other data are explained in detail in the annex of the manual.
After the analysis you start with your decisions for the next period. Period 1 represents the past, now you decide on the periods 2 – 5 (or 7 if time permits).

Checklist for the first round of decisions:

The decisions of the former management will serve as a basis for fixing your decision criteria. Therefore, make yourself acquainted with the basic situation. The following questions may help to structure your decision process:
· With which strategy should our company become active in the market?

· Which changes in the market are to be deduced from the economic prognosis?

· How many products can be sold at which prices?

· Does it make sense to take advantage of quantity discounts when ordering?
· In which way should our products be further developed?

· Which sales / marketing measures should be taken?

· Is the personnel planning suitable with the other planning activities?

The following guidelines have proved successful in the course of the decision process:

1) Analysis and report of the previous period

2) Evaluation of the scenario

3) Defining a strategy

4) Planning of turnover / sales

5) Adjusting the production capacities

6) Fixing the purchasing quantities

7) Defining the marketing measures

8) Financial planning

· The basis of all decisions is defining your strategy.

· Come to terms with yourself which quantities you want to sell in the next period – and at which prices.
· Starting point is the turnover achieved during the last period. You can learn from the interpretation of the EBIT and the personnel data, with which marketing-mix these sales were achieved.
· Furthermore, you should take into account the changes in the volumes in the market (i.e. of salable products): How does the market change? Which fluctuations have to be considered?
· In this context it seems also necessary to basically contemplate  / reflect on the strategy that should be followed. E.g. should we sell a large quantity at prices as low as possible (= low price – high quantity strategy), or would it make more sense to sell fewer but high-ranking products (with a higher input of personnel and advertising) = “preference strategy”? of course we can also contemplate whether a combination of both strategies could be successful.
· Decide on your purchases in terms of the planned quantity of sales. If you order a larger quantity you pay less per unit, but you have to bear higher costs of storage.

If you do not enter the quantity to be ordered (into the forms), then you will receive automatically the required quantities of semi-finished products “just in time”; by this mode you avoid incorrect orders, but you refrain from utilizing quantity discounts.
· Adjust your number of staff in the production dept. in accordance with the sales planned. Missing personnel will be automatically replenished by short-term employees. Always base your planning on the present number of staff, but try to consider certain fluctuations. The fluctuation rate can only be estimated on the basis of former periods and the commercial prognoses. Be aware that the number of staff in the production dept. (as distinct from your sales staff) cannot be regulated by entering a final number, but only by new employment and dismissals (“hire and fire”).
· The sum of the advertising budget shows (strong) impacts on the sales; to have an orientation please see the figure of the preceding period. Furthermore, please pay attention that the results of your activities also depend on the actions of your competitors. Next: Decide on the deployment of the sales personnel. The opportunities to sell your products successfully will increase with the number of sales staff. Watch out: newly employed persons will raise your costs, nevertheless.
· Finally: Take your decisions on further developing your products. Improving the product features will be reflected in the technology index, which influences the sales. In this context you may place externally development orders to design agencies.

Entscheidungsformular des alten Managements:

Decision form of the former management

Unternehmen : Periode : 1

Entreprise - period 1
Produkt 



Zelt   tent
Preis (Euro/Einheit) price 


500 € per unit
Vertrieb 



Printwerbung (Euro) advertising


25.000€

Sales 




Verkaufsförderung (Euro) Sales Prom.
4.000€

Vertriebsmitarbeiter (Endbestand) Sales staff
2.0

F&E Research & development
Externe Aufwendungen external costs
25.000€





Maschinen machinery
Produktion
Kauf (Anzahl) purchases 0
Desinvestition (Nr. angeben)desinvestment 0

Mitarbeiter in der Produktion Staff in production








Einstellungen recruitments (Anz.) 0
Entlassungen dismissals (Anz.) 0

Produktionsmenge an Zelten number of tents produced 
1.000

Finanzen Finances
(Euro)



Kredit kurzfristig short-term credit 200.000€

 Produkt Zelt production of tents
Planwerte figures planned
Umsatz turnover (Euro) 500.000
Compiled and translated by Adolf F. Steindl, April 5th 2012
