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The Professional Services Simulation

This brief covers the following:
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DESCRIPTION OF THE DECISIONS

DESCRIPTION OF THE RESULTS

RECENT TRADING HISTORY

INTRODUCTION

The simulation is designed to allow participants to manage the development of a professional services business. A computerised business model simulates its operation. Your decisions and those of your competitors influence the results. Decisions you make cover staffing, product promotion and development.

The business modelled does not attempt to replicate exactly, a particular professional service. Rather, it is designed to replicate the general issues of such a business (issues that currently exist or may exist in the future). So, it is important not to bring fixed, preconceived ideas to the simulation. Also, this generalisation and simplification, allows the simulation to have an acceptably short duration. Even so, it will be challenging and running a successful business will not be easy.

Your objective is to make your business successful.

THE SIMULATION

The simulation consists of the following:

PREPARATION

DECISION MAKING

REVIEW

PREPARATION

Preparation involves becoming familiar with the basic business situation; defining individual responsibilities; considering objectives and strategies; and deciding how to measure and control the business. It is important to recognise that it will take time before you fully understand the needs of the market and all the facets of your business. It is probable that you will only fully understand the business after you have made several decisions and analysed their results. Thus your understanding and the effectiveness of decision making will improve throughout the simulation.

DECISION MAKING

Once the initial preparation is complete, the operation of the business will be simulated for several periods each representing one trading quarter. (The first decision period is quarter 1). Each period involves the following:

SUBMISSION OF DECISIONS

SIMULATION OF THE BUSINESS

ANALYSIS OF THE RESULTS

Decision Submission - the decisions (as described later) must be submitted to the simulation control centre at or before the time set. You must keep to the schedule for, if decisions are submitted late, the previous decisions will be used in their place. The decisions must be submitted on the forms provided and should be complete and legible! As the simulation progresses you may be asked to make further decisions that address new issues.

Simulation - the decisions are evaluated and their impact calculated. This evaluation may take some time and this time should be used to reflect on your objectives and strategies and to update your business control systems.

Results - these will consist of interim results (highlighting performance), full business results and industry research data. (You may be asked by the tutor to use the interim results and work sheets, to calculate a profit and loss statement.) As the simulation progresses the range and scope of reports may change.

REVIEW

At the end of the simulation there will be a short review of the results and you may be asked to make a presentation.

THE BUSINESS SITUATION

The business, that you are to manage, has been operating for some years as an autonomous sales region of a large company.

TRADING PERIOD

The regional operation is on a quarter by quarter basis. To simplify matters there is no seasonal pattern to sales or trading. Again to simplify matters, holidays are evenly spread throughout the year and each quarter consists of sixty working days.

ORGANISATION

Currently the region is organised into three sales areas each with their own "advisers" and an administrative centre (serving all the sales areas).

ADVISERS

The advisers help clients select the best product to meet their needs. This information is submitted to the administrative centre where a detailed proposal is created. This is sent to the advisers who return with it to the client to complete the sale.

ADMINISTRATIVE CENTRE

This receives information from the advisers and transforms it into a proposal that is returned to the advisers to give to the clients. Depending on the current workload and the clerical staffing of the administrative centre, the production of the proposal may take several days.

THE SALES AREAS

Each sales area differs in its nature and mix of clients thus:

AREA A - CITY

AREA B - SUBURBIA

AREA C - RURAL

AREA A - CITY

This is a medium sized industrial city. Mainly, its population comprises skilled, partly skilled and unskilled workers. However, there is also a population of young professionals and managers.

AREA B - SUBURBIA

This is, primarily, a dormitory area for the city. Its population is split between older professionals and managers and, upwardly mobile, skilled workers.

AREA C - RURAL

This is, primarily, a farming community with farm workers and owners. However, there is also a sizeable population of professionals and senior management.

PRODUCTS

The company provides four products for its clients. These range from a very basic offering (Type 4) through a middle range offering (Type 2 & 3) to an advanced offering (Type 1). These products are designed for different client types and, as client needs change, may become outdated requiring updating or replacement.

Type 1 product is ideal for the top end of the market and the value of an individual sale is high.

Type 2 product is for the middle of the market but is quite an old product. The value of an individual sale is average.

Type 3 product is also for the middle of the market but is a new product. The value of an individual sale is average.

Type 4 product is for the bottom of the market. The value of an individual sale is low.

Currently, type 1 accounts for about a third of the region's revenue with the other products sharing the rest.

Each period you can update a single product and, from time to time, you may be able to offer a new product.

INFLUENCING SALES

The following influences sales:

ADVISER AVAILABILITY

ADVISER SKILLS

SALES PROMOTION

PRODUCT OFFERING

PROPOSAL SPEED

MARKET TRENDS

Adviser Availability influences the speed with which the adviser can meet with clients and arrange meetings with clients. Long delays may mean that the client contacts and buys from a competitor or decides not to buy at all.

Adviser Skills influence both the size of the sale and the likelihood of success. These skills depend on the experience of the adviser and the training he or she has received.

Sales Promotion is particularly important in helping to get clients to contact the advisers. Sales promotion consists of standard promotion (using brochures and leaflets explaining the products) and special, region wide promotions.

Product Offering (its age and client focus) influences acceptability by clients.

Proposal Speed (the time taken from the initial meeting to the presentation of the proposal by the adviser) is believed to influence success rate.

Market Trends mean that, over time, the mix of demand for the products and the population of the areas may change with some growing and others declining.

ADMINISTRATIVE CENTRE

The administrative centre is located in the city and the preparation of formal promotions is reasonably automated. Because of the automation, clerical staff skills are relatively low and the clerical salaries are about forty percent of those of advisers.

TRAINING

There are three forms of staff training:

ADVISER TRAINING

INDUCTION TRAINING

CLERICAL TRAINING

Adviser and Induction Training is done by corporate who charge for it on an adviser training day basis.

Adviser Training is decided on a region by region basis and is used to update the advisers' knowledge of new and revised products and, generally, increase their skills. In the past each adviser has received three days a quarter training. 

Induction Training is designed for new advisers to build knowledge of the products and company and develop selling skills.

Clerical Training is done on the job and no formal courses exist.

COSTS

All costs are measured in a universal currency the "Account Unit" (AU). This is chosen to keep the numbers a manageable size.

Adviser Salary is the cost of an adviser including all employment taxes. Currently, all competitors are offering the same salaries but you will be able to change this. Besides the adviser salary, there are additional expenses covering car leasing and office space (25 AUs per quarter) and car running & expenses.

Area Overheads are the fixed and non-adviser cost of operating a sales area and covers management, administration, accommo​dation, equipment leasing and the cost of promotional materials. Currently, it is about 250 AUs per quarter but can vary slightly with the level of business activity.

Clerical Staff Cost is the cost of clerical staff (salaries, accommodation and equipment leasing) at the administration centre. Clerical salaries are set annually (once every four quarters) and have just been agreed. The total cost of one administrative clerk is 40 AUs a quarter.

Administrative Overheads are the fixed and non-clerical staff cost of the administrative centre. Currently, overheads are about 500 AUs per quarter plus 10 AUs/Clerk employed but can vary slightly with the level of business activity.

Product Updating is the cost of updating the product to reflect client needs. To update a product costs 500 AUs.

Brochure Updating is the cost of updating documentation and promotional materials for the chosen product and the update costs 100 AUs.

Regional Promotion is the extra cost of special promotion(s) decided for the region. Historically, this has ranged up to 200AUs.

Recruitment Cost is the cost of advertising for and interviewing staff. For each adviser recruited the cost is 10 AUs and for each clerk the cost is 5 AUs.

Training Course Cost is the cost of training consultancy and accommodation. Training is done by corporate and billed back to the region. The cost does not include paying advisers' salaries while they are attending training. Each day's training for an adviser is 1 AUs.

DECISIONS

Each quarter you will make these decisions:

REQUIRED ADVISERS

ADVISER SALARY

ADVISER TRAINING

INDUCTION TRAINING

REQUIRED CLERKS

PRODUCT TO UPDATE

BROCHURE TO UPDATE

REGIONAL PROMOTION

Required Advisers - for each area you must decide the number of advisers required. If this is greater than the current number of advisers, new advisers will be hired. However, this will take time and the new advisers must attend an induction course before starting work. If the number of advisers required is less than the current number of advisers, staff will be fired.

Adviser Salary - you must to decide the salary to give to advisers for the quarter. Currently, it is corporate policy to decide the adviser salary regionally.

Adviser Training - for each adviser currently employed, you must decide how many days of training. Currently, it is corporate policy to decide training regionally.

Induction Training - for each adviser hired you to decide the length of induction training (in days).

Required Clerks Staff - you must decide the number of clerks to employ at the administration centre.

Product to Update - you can update one product each period. The decision is the number of the product to update or zero if no updating is required.

Brochure Update - you can update one product brochure each quarter. The decision is the number of the product where the brochure needs updating or zero if no updating is required.

Regional Promotion you can decide to spend on a special, region wide promotion.

RESULTS

You will receive results in three parts:

PRELIMINARY RESULTS

TEAM RESULTS

BUSINESS RESEARCH

PRELIMINARY RESULTS

These are a key results for the period and consist of:

AREA SUMMARY

BUSINESS SUMMARY

Area Summary shows, for each sales area, its revenue, cost, cost as a percentage of revenue, the average number of advisers employed, the number of proposals made and the resulting number of clients.

Business Summary shows, for the region, total revenue and profit contribution.

TEAM RESULTS

These are the full results for the team for the period and consist of:

PROFIT STATEMENT

REGIONAL OPERATION REPORT

RECRUITMENT

COMMENTS ON THE OPERATION

Profit Statement shows the total revenue achieved that less area costs, administration cost, regional promotion and product costs gives profit contribution and contribution as a percentage of revenue.

Regional Operation shows the average time (in days) taken by the administration centre to produce a proposal, the average time (in days) it took to recruit an adviser, the number of advisers hired, the total number of proposals made and the number of clerks required for the administration centre.

Recruitment shows, for each sales area, the required number of advisers, the advisers initially employed (at the start of the period), the number who resigned, the number hired, the average number of advisers employed during the period and, where applicable, the average time (in days) to hire advisers.

Comments on the Operation are based on the feelings of the advisers and may provide information on their perceptions of workload, salary levels, product offering etc.

BUSINESS RESEARCH

This is information about the competition and includes news of:

SALARIES ADVERTISED

NUMBER OF ADVISERS

MARKET SHARE

EDITORIALS

Salaries Advertised are from recruitment advertising. So a salary will only be shown for an area if the team is recruiting there. If they are not recruiting, nothing will be shown. 

Number of Advisers shows the total number of advisers employed by each company at the end of the period. 

Market Share will be shown as a percentage for area revenues and total clients.

Editorials will occur if there are any news flashes, rumours etc. that can be leaked to teams. For example, if a team updates a product, this information may be leaked. Or, if they are getting a reputation for slow proposal processing this, too, may be leaked.

At the start of the simulation, as all teams are starting from the same position, all the salaries, number of advisers and market share are the same. Further, during the last trading year, there have been no relevant editorials.

TRADING HISTORY

The last four quarters of trading history are shown on the following pages. Period -3 is the earliest year, -2 and -1 the middle quarters and 0 the most recent quarter.

The trading history consists of the completed decisions with the results for each quarter.

You should analyse these results to ensure that you are familiar with the decision forms and work sheets and to evaluate how the company has been performing.

Trading History - Quarter-3
Area Decisions     Quarter-3


Area A
Area B
Area C

Required Advisers 
9
14
14

Other Decisions     Quarter-3

Adviser Salary    
95

Adviser Training  
5

Induction Training
5

Required Clerks   
12

Product to Update 
0

Brochure to Update 
2

Regional Promotion 
200

Area Summary       Quarter-3


Area A
Area B
Area C

Area Revenue 
3136
4207
3494

Area Cost   
1396
1965
1986

Area Cost %
44.5
46.7
56.8

Average Advisers 
9.0
13.1
13.4

Proposals Made  
2076
2520
1763

Number of Clients   
1584
1935
1355

Profit Statement    Quarter-3

Total Revenue 
10836

Area Cost        
5347

Administration Cost 
1118

Regional Promotion 
200

Product Cost           
100

Contribution             
4072

Contribution %         
38

Regional Operation  Quarter-3

Proposal Days        
3.6

Recruitment Delay  
10

Advisers Hired        
9

Proposals Made      
6359

Required Clerks      
12

Recruitment       Quarter-3


Area A
Area B
Area C

Required Advisers
9
14
14

Initial Advisers
10
10
10

Resignations
0
1
0

Advisers Hired
0
5
4

Ending Advisers
9
14
14

Average Advisers
9.0
13.1
13.4

Recruitment Delay
0
11
9

Comments for Quarter-3

Advisers in Area C seem happy with workload

New Advisers in Area C seem to be very skilled

Trading History - Quarter-2
Area Decisions     Quarter-2


Area A
Area B
Area C

Required Advisers 
8
14
13

Other Decisions     Quarter-2

Adviser Salary    
95

Adviser Training  
5

Induction Training
5

Required Clerks   
12

Product to Update 
0

Brochure to Update 
4

Regional Promotion 
150

Area Summary       Quarter-2


Area A
Area B
Area C

Area Revenue 
2895
4452
3139

Area Cost   
1269
2012
1890

Area Cost %
43.8
45.2
60.2

Average Advisers 
8.0
13.8
13.0

Proposals Made  
1879
2586
1561

Number of Clients   
1474
2040
1232

Profit Statement    Quarter-2

Total Revenue 
10486

Area Cost        
5171

Administration Cost 
1122

Regional Promotion 
150

Product Cost           
100

Contribution             
3943

Contribution %         
38

Regional Operation  Quarter-2

Proposal Days        
3.4

Recruitment Delay  
12

Advisers Hired        
1

Proposals Made      
6026

Required Clerks      
12

Recruitment       Quarter-2


Area A
Area B
Area C

Required Advisers
8
14
13

Initial Advisers
9
14
14

Resignations
1
1
1

Advisers Hired
0
1
0

Ending Advisers
8
14
13

Average Advisers
8.0
13.8
13.0

Recruitment Delay
0
12
0

Comments for Quarter-2

Advisers in Area C seem happy with workload

Trading History - Quarter-1
Area Decisions     Quarter-1


Area A
Area B
Area C

Required Advisers 
8
14
12

Other Decisions     Quarter-1

Adviser Salary    
100

Adviser Training  
5

Induction Training
5

Required Clerks   
12

Product to Update 
0

Brochure to Update 
3

Regional Promotion 
250

Area Summary       Quarter-1


Area A
Area B
Area C

Area Revenue 
2983
4425
2890

Area Cost   
1290
2082
1824

Area Cost %
43.2
47.0
63.1

Average Advisers 
7.8
13.8
12.0

Proposals Made  
1871
2462
1403

Number of Clients   
1528
2025
1153

Profit Statement    Quarter-1

Total Revenue 
10298

Area Cost        
5195

Administration Cost 
1116

Regional Promotion 
250

Product Cost           
100

Contribution             
3636

Contribution %         
35

Regional Operation  Quarter-1

Proposal Days        
3.0

Recruitment Delay  
12

Advisers Hired        
2

Proposals Made      
5736

Required Clerks      
12

Recruitment       Quarter-1


Area A
Area B
Area C

Required Advisers
8
14
12

Initial Advisers
8
14
13

Resignations
1
1
1

Advisers Hired
1
1
0

Ending Advisers
8
14
12

Average Advisers
7.8
13.8
12.0

Recruitment Delay
14
11
0

Comments for Quarter-1

Advisers in Area C seem happy with workload

Advisers feel Type 1 product is dated

Trading History - Quarter 0
Area Decisions     Quarter 0


Area A
Area B
Area C

Required Advisers 
7
12
11

Other Decisions     Quarter 0

Adviser Salary    
100

Adviser Training  
5

Induction Training
5

Required Clerks   
11

Product to Update 
1

Brochure to Update 
1

Regional Promotion 
300

Area Summary       Quarter 0


Area A
Area B
Area C

Area Revenue 
2939
4439
3711

Area Cost   
1155
1833
1696

Area Cost %
39.3
41.3
45.7

Average Advisers 
6.8
12.0
11.0

Proposals Made  
1671
2273
1560

Number of Clients   
1357
1863
1275

Profit Statement    Quarter 0

Total Revenue 
11089

Area Cost        
4684

Administration Cost 
1061

Regional Promotion 
300

Product Cost           
600

Contribution             
4444

Contribution %         
40

Regional Operation  Quarter 0

Proposal Days        
3.1

Recruitment Delay  
15

Advisers Hired        
1

Proposals Made      
5504

Required Clerks      
11

Recruitment       Quarter 0


Area A
Area B
Area C

Required Advisers
7
12
11

Initial Advisers
8
14
12

Resignations
2
1
1

Advisers Hired
1
0
0

Ending Advisers
7
12
11

Average Advisers
6.9
12.0
11.0

Recruitment Delay
15
0
0

Comments for Quarter 0

Advisers in Area A feel overworked

Advisers in Area C seem happy with workload

Advisers feel Type 2 product is dated

Business Research

Population Trends


Quarter-3
Quarter-2
Quarter-1
Quarter 0

Market A
6%
-3%
2%
-2%

Market B
5%
6%
-4%
-4%

Market C
-4%
-3%
-8%
-3%

Product Information

Type 1
Quarter-3
Quarter-2
Quarter-1
Quarter 0

Clients
783
694
615
992

Proposals
1022
881
749
1214

Revenue
3515
3150
2821
4606

Type 2
Quarter-3
Quarter-2
Quarter-1
Quarter 0

Clients
1210
1205
1118
903

Proposals
1576
1528
1362
1105

Revenue
2415
2434
2283
1872

Type 3
Quarter-3
Quarter-2
Quarter-1
Quarter 0

Clients
1218
1205
1294
1156

Proposals
1588
1530
1576
1413

Revenue
2430
2433
2641
2393

Type 4
Quarter-3
Quarter-2
Quarter-1
Quarter 0

Clients
1663
1642
1679
1444

Proposals
2173
2087
2050
1772

Revenue
2475
2470
2552
2219
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