BUSINESS FOCUS

INTRODUCTION

This simulation involves you managing the development of customers in a business unit. To do this you must allocate effort (time) to each of several groups of customers and the products offered by your company. Specifically you must:

· Make effective use of your time

· Make efficient use of your time

· Ensure your business is successful

· Manage the portfolio of customers & products

· Identify and develop business opportunities

The simulation simplifies reality to provide a realisable learning experience in a reasonable time. It is important to recognise that the business model does not attempt to replicate exactly, a particular business. Also, it is important not to bring preconceived ideas about your products, company or markets to the simulation.

As well as running a successful business, the key purposes are learning and fun (but not necessarily in that order). 

PROCESS

Your training group will be divided into several teams of three to five people. Each team must prepare and then run a business unit for several periods. Each period (that represents half a year) you must make decisions that are entered into a computerised model that simulates their impact and produce results for you to analyse and interpret. Based on this, you must decide how to allocate effort for the next period. This process will be repeated for six or more periods. At the end of this you will be asked to explain your actions and strategies to the group. 

THE SITUATION

You are taking over a business unit there are several other exactly similar business units (the other teams). So, although your decisions will not impact those of the other teams, you are in competition with them. (The computer model will simulate competition in your marketplaces.) Your business unit sells several types of products to several groups of customers.

HEAD OFFICE NEEDS

Head Office gives you total freedom to allocate your effort. However, they are interested in long term growth in income and profit while maintaining a complete range of customers and products. This maintenance of customers and products means that none of these should be allowed to fall below five percent of the total.

THE PRODUCTS

The current range consists of three products (imaginatively called Product A, B & C). Roughly, these equate to Money Transmission, Credit Balances and Debit Balances.

THE CUSTOMERS

Your customers separate into four groups (imaginatively called Customer Group 1, 2, 3 and 4). Each of these differ in terms of potential (the number of possible customers), their mix of product needs, the effort required and income.

Customer Group 1 comprises medium sized companies. Although there are relatively few the income they generate is high but the selling effort will be high.

Customer Group 2 comprises small sized companies. There are a large number of these and, aggregated, income is reasonable. 

Customer Group 3 comprises companies that typically just buy the basic product but could, with considerable selling effort be persuaded to buy the other products and the potential of these customers is high. 

Customer Group 4 comprises other organisations such as charities, schools etc. Income is quite low but Head Office feels that the company must maintain a position in this market.

COSTS & INCOME

All costs and income are measured in a universal currency (the Account Unit (AU)). This allows the actual numbers to be small and manageable.

Income is measured on a per customer and per product basis and is the total revenue received net of any product costs.

Fixed operating costs are 1000 AUs each period and cover the cost of the business unit. Also, each customer costs 4 AUs a period to service. The income received per customer depends on the type of product sold and the type of product bought.

TYPICAL INCOME/CUSTOMER BY PRODUCT GROUP


Customer Group 1
Customer Group 2
Customer Group 3
Customer Group 4

Product A
25
4
20
7

Product B
60
10
50
25

Product C
45
6
40
15

BUYING CYCLE

Each period the buying cycle is as follows:

· You lose some existing customers

· You obtain new customers

· The customers buy a mix of your products.

Customer Losses are caused by several factors. First, there is a natural loss of a proportion of customers. Second, if you do not have time to handle customer initiated servicing requests or neglect to spend sufficient time selling to customers some customers will stop buying.

New Customers are acquired based on the amount of effort that you spend on prospecting and the number in the customer group that are not buying from you.

Mix of Products sold depends on customer needs, the relationship you have with the customers and the time you spend on selling.

BUSINESS TASKS

Each period you must allocate effort (your time) to:

· Identifying new business
· Winning new business
· Retaining the business 
· Growing the business
Identifying new business involves estimating the number of potential customers in the group, the proportion of that will buy the different products.

Winning new business involves contacting and convincing customers to use the company's products.

Retaining the business necessitate spending time responding to questions from customers. You plan how much time to spend selling & advising, prospecting and researching but customer initiated requests are not controllable and may reduce the time you have available to sell and prospect.

Growing the business involves spending time with customers discussing a specific product. This should lead to increasing sales of the product. However, if insufficient time is spent, sales may fall.

Your predecessors spent about seventy-five percent of time selling and advising existing customers on products; five percent of their time on researching customers and ten percent of their time each on prospecting and servicing customer initiated requests. However, you may find that this mix of effort is ineffective and that changing business conditions will make a different mix necessary.

DECISIONS

Each period you must allocate your time (on a percentage basis) between customer groups and product types. Also, you allocate time to prospecting for new customers and researching customer groups. (Each customer group researched will take five percent of your available time). The decisions made in the last period are below.

DECISIONS - PERIOD 0


Customer Group 1
Customer Group 2
Customer Group 3
Customer Group 4

Product A
1.0
1.0
1.0
1.0

Product B
5.0
5.0
5.0
2.0

Product C
10.0
1.0
5.0
1.0

Prospecting
10.0
15.0
0.0
0.0

Research
5.0
5.0
5.0
5.0

Your allocation of time must not exceed one hundred percent and you should leave some time to service customer-initiated requests for service and advice. Allocation can be made to one decimal place.

RESULTS

Each period the simulation produces several results:

· Actual Allocation of Effort
· Customer/Product Detail
· Customer Summary
· Product Summary
· Customer Research
· Results Summary
· Comments
The results produced by the decisions are shown in the reports.

Actual Allocation of Effort shows the amount of effort spent on responding to customer-initiated requests and the actual time spent on selling, prospecting and research.

EFFORT ALLOCATION - PERIOD 0


Customer Group 1
Customer Group 2
Customer Group 3
Customer Group 4

Servicing (%)
9.0
6.6
5.1
2.8

Product A (%)
0.9
0.9
0.9
0.9

Product B (%)
4.5
4.5
4.5
1.8

Product C (%)
9.0
0.9
4.5
0.9

Prospecting (%)
9.0
13.5
0.0
0.0

Research (%)
5.0
5.0
5.0
5.0

Total Effort (%)
37.3
31.3
20.0
11.4

Customer/Product Detail reports show detailed customer changes, income, selling (& servicing) cost, net profit, income/customer and profit/customer. 

CUSTOMER/PRODUCT DETAIL (Customer Group 1) - Period 0


Product A
Product B
Product C

Total Income 
200
240
180

Selling Cost
9
46
91

Net Profit
191
194
89

Customers Lost
1
0
0

New Customers
1
2
4

Total Customers
8
5
6

Income/Customer
25.0
48.0
30

Profit/Customer
23.9
38.9
14.8

Profit (%)
95
81
49

CUSTOMER/PRODUCT DETAIL (Customer Group 2) - Period 0


Product A
Product B
Product C

Total Income 
228
200
147

Selling Cost
9
46
9

Net Profit
219
154
138

Customers Lost
8
3
11

New Customers
14
1
0

Total Customers
60
19
19

Income/Customer
3.8
10.5
7.7

Profit/Customer
3.6
8.1
7.3

Profit (%)
96
77
94

CUSTOMER/PRODUCT DETAIL (Customer Group 3) - Period 0


Product A
Product B
Product C

Total Income 
200
100
80

Selling Cost
9
46
46

Net Profit
191
54
34

Customers Lost
4
0
0

New Customers
0
2
2

Total Customers
8
3
3

Income/Customer
25.0
33.3
26.7

Profit/Customer
23.9
18.1
11.5

Profit (%)
95
54
43

CUSTOMER/PRODUCT DETAIL (Customer Group 4) - Period 0


Product A
Product B
Product C

Total Income 
28
63
23

Selling Cost
9
18
9

Net Profit
19
44
13

Customers Lost
0
0
1

New Customers
1
1
0

Total Customers
4
3
1

Income/Customer
7.0
20.8
22.5

Profit/Customer
4.7
14.8
13.4

Profit (%)
67
71
59

Customer Summary shows detailed customer changes, income, total cost, net profit, income/customer, profit/customer and profit % on a customer group basis. 

CUSTOMER SUMMARY - PERIOD 0


Customer Group 1
Customer Group 2
Customer Group 3
Customer Group 4

Total Income 
620
575
380
113

Total Cost
426
570
247
125

Net Profit
194
5
133
-12

Customers Lost
0
6
1
0

New Customers
1
13
0
0

Total Customers
13
67
12
4

Income/Customer
47.7
8.6
31.7
28.2

Profit/Customer
14.9
0.1
11.1
-3.0

Product Summary shows detailed customer changes, income, selling cost, net profit, income/Customer, profit/customer and profit % on a product basis. 

PRODUCT SUMMARY - PERIOD 0


Product A
Product B
Product C

Total Income 
656
603
430

Selling Cost
36
155
155

Net Profit
620
448
275

Customers Lost
13
3
12

New Customers
15
6
6

Total Customers
80
30
29

Income/Customer
8.2
20.1
14.8

Profit/Customer
7.7
14.9
9.5

Profit (%)
94
74
64

Customer Research provides a forecast of the potential number of customers in each customer group and compares this with the current customers to produce a penetration forecast. For each product is provides a forecast of the proportion of customers that are likely to buy the product. (The report below includes research from earlier periods).

CUSTOMER RESEARCH - PERIOD 0


Customer Group 1
Customer Group 2
Customer Group 3
Customer Group 4

Potential Customers
20
150
24
6

Current Customers
13
67
12
4

Penetration (%)
54
45
60
67

Product A (%)
100
100
100
100

Product B (%)
79
48
61
77

Product C (%)
47
84
54
36

Results Summary summarises the business unit as a whole providing information on the number of customers, the distribution of effort, income, costs and profit and several performance statistics.

RESULTS SUMMARY - PERIOD 0

Customers Lost  
7

New Customers
14

Total Customers
96

Servicing Effort (%)
22.6

Selling Effort (%)
34.6

Prospecting Effort (%)
22.8

Research Effort (%)
20.0

Idle Time (%)
0.0

Total Income
1688

Total Costs
1307

Total Profit
318

Income/Customer
17.6

Profit/Customer
3.3

Customer Growth (%)
8

Income Growth (%)
11

Profit (%)
19

Each period you may receive some comments from staff, customers or Head Office.

COMMENTS - PERIOD 0

Servicing needs meant plan was not achieved

Head Office feels research effort is high

This simulation is one of a comprehensive range of Computer Aided Management Education simulations developed by Hall Marketing, Studio 11, Colman's Wharf, 45 Morris Road, London E14 6PA.

Phone & Fax +44 (0)20 7537 2982

E-mail jeremyhall@simulations.co.uk
Web http://www.simulations.co.uk
© 2000 Hall Marketing                                                  BFOCUS_P                                                                    Page 6          

          


