SPEED TO COMPETENCE
The Power of Simulations
The era of the business simulation has recently come of age in the US. Many of the major companies are now users of either generic or custom made simulations. So much so that the estimated market size of $6bn in 2006 is forecast to grow strongly to $37bn by 2011. Why should this be the case? The answer lies in the potency of business simulations to build practical competence in the workplace rapidly making speed to competence a key driver in their use. Further to this is the advantage that simulations aptly mimic the adult learning cycle and hence are vastly more effective in installing learning than traditional learning methodologies such as classroom learning. The killer punch, however, comes with customisation. When a business simulation is customised in collaboration with key leaders in the client company it provides an immediate application to the workplace thereby increasing the appropriateness of the learning and most importantly the return on learning investment. For all these reasons the US and to a lesser extent European business communities have strongly embraced business simulations as a preferred method of learning. 
Applicability to South Africa

South Africa with its need to establish a globally competitive skills base from a disadvantaged starting point is a prime candidate for widespread use of business simulations. Business simulations epitomise the very tenets of outcomes-based learning as well as adult life-long learning.  The ability of simulations to increase the rate and quality of learning in a practical fashion should make them very attractive in the South African business environment. 

Competitive Advantage

Business simulations should not be viewed as the domain of the Learning department alone as they may be used in several innovative ways that involve other key stakeholders in a company. First and foremost custom simulations should be seen as a premier means of implementing strategy and driving out strategic change. Simulations are a powerful tool for the top leadership of a company to specify and communicate their strategy in such a way as to achieve superior alignment throughout the organisation. In a major South African company that BTS is currently working with this leadership team has encapsulated its vision of the future in a custom simulation which it will use to achieve competitive alignment by rolling it out across the entire company over the next 6-12 months. Used in this way the custom simulation is capable of establishing a strong competitive advantage in the marketplace for the client user.  
Simulation Applications

Another area in which business simulations may be used is in executive and management development.  This is a more traditional area which lends itself to the use of different types of simulations such as tournament, scenario and free-flow simulations which are elaborated upon later. Global companies such as Coca-Cola, Hewlett Packard, Sony, Tyco, ITT, Boeing and the like all use simulations in their development programmes as do local companies such as the Standard Bank. 
Specially tailored simulations may also be used for assessment purposes. In this case typically the simulation is used to stimulate behaviour that is observed by a team of assessors using a given competency framework. 

Forms of Simulation

There are essentially four major forms of simulations that are used in business and each has its own strength and key application.

Tournament Simulations

These are the most typical simulations in which a business or a part thereof is modelled into a simulation. In this simulation the business model, key drivers, key inter-relationships and environmental factors are captured. Teams of 5-6 participants are given the role of running the business or unit and are provided with all the information and metrics that are used in real life in the actual business. These teams all start from the same base and are invited to make decisions on a number of variables as would be the normal case in the business e.g. marketing, production, financial and HR decisions on how to run the business. The decisions made by each team form a virtual market with one team’s decisions affecting those of the others as would be the case in the real business environment. There are no “right” or “wrong” answers just answers that are smarter than those of the competitors. The teams play up to five Rounds which represent five years of operation. Many “curved balls” and difficult environmental or competitive factors are thrown into the mix over these Rounds. The winner is the team that has the best performance on a given metric which might be Share Price, EVA, Brand Value or whatever the case might demand.
Scenario Simulations

Scenario simulations are best used as teaching tools to get across a best practice(s). This type of simulation originated in the Wharton Business School and was then driven out of a management consultancy formed by several of the professors which they called the Strategic Management Group (SMG). These simulations combine video, animation and text that places teams in specific scenarios or contexts to which they have to respond. There are indeed “right” and “wrong” answers as participants learn to apply theory or best practice. SMG simulations can be made more or less complex and can be generic or customised as the situation requires. 

Board Simulations

Tournament and Scenario simulations are best used in the executive and management cohorts as they are capable of modelling the work complexity encountered at these levels. When less complexity is involved the best tool may be the Board simulation which as the name implies is a simulation captured in the form of a board “game”. This is a powerful means of imparting key business drivers to all staff in a relatively short space of time, typically a morning or day at most. Companies such as IBM internationally and Telkom locally have found great benefit in using Board simulations to align large cohorts with the business strategy.

Free Flow Simulations

The best way to describe this form of simulation is as an interactive theatre. A cast on “stage” portrays scenarios driven by a given theme. Members of the class are then invited or simply incorporated into the “play” with the main actors thereafter ad-libbing according to the teaching points encapsulated in the chosen theme. Boeing has used this form of simulation to provide insight into issues such as business ethics. It has also used them to provide teams with deep immersion into foreign cultures. 
Focus of Simulations

In the case of Tournament simulations pretty much anything can be simulated whereas the other forms of simulations are usually confined to key business issues. These issues focus on Business Acumen, Finance, Marketing and Sales, Leadership, Project Management and Operations (supply chain management etc). 
Main Players in this Market

So who are the main players in the business simulation market? There are a growing number with many being small niche players. A major global player is a Swedish listed company called BTS (www.bts.com) which has a large presence in Europe and particularly the US. It specialises in custom built simulations and counts 40 of the FORTUNE 100 amongst its list of active clients. The major player in the Scenario based simulation market is SMG (www.smginc.com) . This company was acquired by BTS earlier in the year and SMG is now part of the BTS group of companies. Both are represented in South Africa by BTS Africa.
South Africa has yet to buy into the simulation trend taking the rest of the business world by storm. But that may well change as local companies join the overseas movement to using business simulations.
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