MARKET ROOM SIMULATION exerciSe





A: The story



In the market room simulation exercise participants are divided into buyers and sellers. As a result of the buying and selling that occurs participant’s experience the interplay of factors that influence buyers to purchase products. These factors include price, product, place and promotion, the four P’s of the marketing strategy. There are two similar products one is high quality and the other low quality.

In the first round four sellers set up shops in demarcated areas and sell their allocated products at a set selling price to the buyers. This forces the sellers to focus on using promotional strategies to sell their products. The buyers are divided into high, middle and low-income groups. Each income group is given a limit on how much it can spend to purchase products. One of the ”buyers” in this round is an entrepreneur who wants to start a business in the second round, he/she uses the opportunity to study the competition and potential customers and develop a marketing strategy that will ensure a profitable market share is captured. 

In the second round the fifth seller enters the market and applies his/her marketing strategy. The second round is less restrictive than the first round as selling prices, demarcated areas and products are not allocated to sellers. The fifth seller’s success depends on the strategy applied, his/her selling ability and how the other competitors respond to their market shares being encroached upon. 

The role of the fifth seller is similar to that of the participants, after the training, as they are new entrepreneurs about to enter an existing market. 















�B: Basic information



Objectives of learning���Basic objectives to be achieved by participants

�The participants

experience the interplay of factors influencing the market such as price, product, place and promotion

realise the difficulties new entrepreneurs have when entering the market place

observe the impact of different marketing strategies on the capturing of market share

agree with the need to comprehensively investigate the market prior to entry��Additional objectives of a higher level depending on the situation and the current conditions of the target group�The participants

improve their marketing strategies

develop marketing competencies

��Uses�Introduction to marketing.

Introduction to marketing plan

Simulation of entrepreneurs situation (i.e. before entering a market).��Developed in�Nepal 1983��

�C: Further Information



Time�3 hours��Preparation of rooms�Training room is divided into quadrants by masking tape. Chairs are arranged into a U-shape.��Requirements��Trainers/assistants�1 facilitator, 2 assistants��Didactic aids to prepare�2 Sellers strategy review chart (annex 5)

Buyers record chart (annex 6)

Market distribution chart (annex 7)

2 Market share charts (annex 8)��Materials for the trainers (during the exercise)�5 instructions handout for sellers (annex 1)

9 sellers order forms (annex 2)

9 sellers financial forms (annex 3)

sufficient instruction handouts for buyers (annex 4) ��Materials for the participants (during the exercise)�Ample low price marketable products of one kind (i.e. chocolates) of two different qualities (i.e. high and low) Kraft paper

Metaplan cards (small and big)

Tables and chairs

Additional items deemed necessary by facilitator note annex 2������������Important conditions of the room�An additional room for the buyers is needed. Arrange chairs in a U-shape

The quadrants allocation for the sellers in round one should look like this:

         Buyer's entrance

         

        Seller 1 (LQ/LP)                     Seller 2 (HQ/LP)





         Seller 3 (LQ/HP)                     Seller 4 (HQ/HP)     





                                                      Training room  ��D: Learning Process Overview



Step�Time�Most important contents��Previous day briefing�20'

�Brief the selected 5 sellers��Introduction�2'�Motivate participants��First round����Explication of rules, instructions�10'

�Buyers briefed

��Preparations�30'�Sellers prepare for operations and compile financial forecasts.

Buyers discuss "What influences you to buy?"��Operations�10' - 15'�Buyers buy products from sellers��Publishing

�20'

�Buyers record who they purchased from and discuss "What actually influenced you to buy?"

Sellers compile actual financial transactions��Second round����Explication of rules, instructions�5'�Sellers briefed��Preparations�20'�Sellers prepare for operations and compile financial forecast. ��Operations�10'�Buyers buy products from sellers��Publishing�20'�Buyers record who they purchased from and discuss "What strategies did the five sellers use"

Sellers compile actual financial transactions��Processing�20' - 30'�Highlight reasons for success and failure.��Generalising�10' - 20'�Marketing strategies in business.��

�E: Integrated Learning Process Organisation (ILPO)



�Step�Time�Most Important Contents�Activities of Trainer�Range of Possible �Activities of Participants�Required Materials�Hints��Previous day briefing�20'�Select and brief four sellers

Allocate them to their individual product, place & price restraints as you indicated on annex 1, either :LQ/LP; LQ/HP; HQ/LP; HQ/HP.

Show them the products to be sold.

Review and explain annex 2 and 3.

Motivate them to implement a promotions strategy that results in profit.



Select and brief the fifth seller individually about the role he/she will play in the first and second round:

First round - observation

Second round - enter the market

Review forms (annex 1,2 & 3)

Motivate �explaining�listening, questioning�5 instruction handout for sellers (annex 1)

5 sellers order form (annex 2)

5 sellers financial form (annex 3)�In selecting participants to play their roles, ensure that they have marketing and record keeping competencies.

The participants given the role of the fifth seller and LQ/HP seller should be the most competent.

Ensure the other sellers aren't aware of who the fifth seller is.

When setting the product prices on annex 2 & 3 ensure that they are realistic yet don't make it less than they would pay at a shop outside the training venue.

Ensure that all the sellers understand annex 2 & 3. If they don't, much time will be wasted during the exercise.

��Introduction�2'�To motivate participants



�explaining�listening��Introduce the exercise as an opportunity to experience the interplay of factors that influence people to buy products.

��Explication of rules/instructions�8'�Buyers leave the training room with an assistant trainer and do the following:

Divided them into high, middle and low income groups.

Inform them of their maximum and minimum spending limits per round. They must buy at least one product per round.

Review the instructions handout for buyers (annex 4) 

Keep a record of who you buy from, what you buy and how much you buy





�explaining, answering�listening, questioning�instructions handout for buyers



















�





The proportions of the income groups to one another should be similar to that of the countries income distribution.

Do not put the 5th seller into one of these groups.

Ensure that the total sum to be spent equals 100 or can easily be recomputed on the basis of 100. In order to be easily transferred onto the Buyer's record chart (annex 6).

If one product is not purchased per round by the buyers the amount of money spent is too low to be of a representative character.��Preparation�30’�The 4 sellers remain in the training room and do the following:

Occupy their designated quadrants. Note C: under the paragraph important conditions of room for the floor layout.

Set up their shops once items have been purchased from facilitator's shop using the sellers order form (annex 2)

Submit their projected financial forms (annex 3).

The 2nd assistant transfers this information to the sellers strategies review chart (annex 5).

While the sellers are preparing the 1st assistant is leading a discussion on "What factors influence you to buy" with the buyers.

Answers are placed onto one colour metaplan cards.

Cards are then grouped under price, place, product and promotion headings.�instructing, selling

















transferring data







questioning, leading discussion 

�listening, buying, setting up store













compiling forms







answering, discussing

�items for sale at facilitators shop,

note order form (annex 2)

sellers order form (annex 2)

sellers financial  form (annex 3)

seller strategy review chart (annex 5)

soft board

sufficient metaplan cards

4 P's heading cards�If the sellers bring their own promotional items they must be costed by you and included on the order form as an expense.

Be prepared to give market information to sellers at a fee if asked - this information could include purchasing power of market, names of people in income groups, etc.





Walk around & check that the projected financial forms are being completed correctly, assist where necessary.

The discussions must continue until the sellers have completed preparing.



��Operations�10’ - 15'�Open the training room door.

Buyers enter, select & purchase the products of their prime choice. Sellers try to attract clients to purchase from them.

Once the buyers are no longer interested in buying announce the market will close in 2 minutes.

Thereafter close the market.

Buyers leave the training room.�taking notes for processing�buying, selling, observing����Publishing�20'�Sellers fill in their actual financial forms (annex 3).

2nd assistant transfers data to the strategies review chart.

Buyers give their actual individual purchase records to the 1st assistant. This data is transferred onto the buyers record chart (annex 6) by the 2nd assistant.

Once this is complete the 2nd assistant uses the data to complete the market distribution chart (annex 7) and market share chart (annex 8).

Buyers then discuss "What actually influenced you to buy?"

Answers are placed onto second colour metaplan cards.

Cards are then grouped under the price, place, product and promotion headings.�assist participants, transfer data





















questioning, leading discussion�compile forms























answering, discussing

�4 financial forms (annex 3)

strategies review chart (annex 4)

buyers record chart (annex 6)

market distribution chart (annex 7)

market share chart (annex 8)

metaplan cards

soft board�Do not disclose the information on the strategies review chart to the sellers or buyers.

With this information from the buyers it can be determined whether they are adhering to their minimum and maximum spending limits. If they aren't inform them to do so in the 2nd round.

















Different colour cards are used for each of the discussion questions so that comparing them is made easier.��Explication of rules/ instructions of round two�5’�The facilitator calls in the 5th seller once all the sellers have submitted their forms and then gives the following instructions:

You are no longer restricted by your place, price or pro��duct allocations.

Complete order forms (annex 2) for additional purchases.

Complete financial form (annex 3).

Set up shop in next 20'.�explaining, answering�listening,  questions�5 order forms (annex 2)

5 financial forms (annex 3)

items to sell from facilitators shop according to order form���Preparation�20'�Sellers set up shop, complete order forms and forecast financial form (annex 3).

2nd Assistant transfers data to the Strategies review chart����All rented items in round 1 should be returned if not paid for.��Operations�10'

�Open the market

Once the buyers & sellers have adequately transacted business, the market can be closed.

Announce closing of the market two minutes before about to do so.

Buyers leave the training room.�taking notes for processing�buying, selling

��.��Publishing 





�20'�Sellers fill in their actual financial forms (annex 3).

2nd assistant transfers data to the strategies review chart.

Buyers give their actual individual purchase records to the 1st assistant. This data is transferred onto the buyer record chart (annex 6) by the 2nd assistant.

Once this is complete the 2nd assistant uses the data to compete the market distribution chart (annex 7) and market share chart (annex 8).

Buyers then discuss "What strategies did the 5 sellers use?"

Answers are placed onto the 3rd colour metaplan cards



Cards are then grouped under price. Place, product and promotion headings

Continue discussing until sellers are ready to process the exercise.�assist participants, transfer data�compile forms

�annex 3,

annex 6,

annex 7, annex 8���Processing�20' - 30'�Key questions

Why were some promotional strategies more effective than others were?

Is there a relationship between the profit or loss of a business and it's market share?

What resulted in the newcomer's success or failure?

Why were some of the reasons the sellers listed as why people buy not the reasons that influenced them to buy in the first round?

What impact did changes in strategies from the 1st round have on the market share captured in the 2nd round and why?�questioning, leading discussion, making reference to charts�answering, discussing�chart 6,7,8

buyers 

soft board with answers to 3 discussion questions

flip chart�Have the buyers give feedback to the sellers regarding their selling techniques, strategies and how they reacted to them.

Have the sellers express their experiences of attempting to sell their products.

Have the 5th seller express how he/she felt in round one and how this impacted his/her decisions in round two.��Generali�sing�10' - 20'�Key questions

What must a newcomer do ensure he/she captures a profitable market share?

How do you target a specific income group?

How do the marketing mix factors (4 P's) influence buyers?�questioning, leading discussion�answering discussion�flip chart���Synthesis��See list of articles referring to this subject�������F: Hints for preparation, typical situations and dangers



Costs and prices�Costing & pricing needs to be done realistically and accurately beforehand. The total buying power of the buyers must be approximately 50% greater than the seller's costs over both rounds so that a profit can be generated.

Operations�Beware that in the realism and excitement of the exercise buyer's don't steal & create too much disturbance.�Ensure that the seller forms are completed accurately. Assist where necessary.�Ensure sellers sticking to their fixed selling prices in round one.

Spending�Beware that buyers may over spend or not spend at all - rectify for second round.�A slip of paper can be given to them with their purchasing power per round. Let them return the slip after each round with the details of their purchases (what products, how much, how many and from which seller).

Charts�Enlarge the charts as needed to save preparation time.�If you are facilitating the exercise for the first time ensure that you thoroughly review the charts and how they relate to the forms and each other.

Products�It is best to purchase more than you need. Products not used can always be given as energiser rewards during the rest of the training program.





�G: Variations



Alternative uses and objectives 



The exercises can be used to expose the participants to the challenges of starting their own businesses after the training. In the processing focus the attention on the 5th seller's success and failures.

You can also ask the buyers to determine how they would enter the market if there were a 3rd round, prior to the operations stage of the 2nd round.



2) Minimising/Maximising



The exercise is played in its original version in round 1. Round 2 still has the restrictions imposed, the 5th seller is therefore only allowed into the quadrant he/she selects with its product & price restrictions. In the 3rd round deregulate the market. This makes it slightly easier for the 5th seller to gain market share in round 2.

Don't fix the selling prices in round 1 but rather set a minimum & maximum selling price range. Act as a government official and check selling prices during operations if businesses are under or over charging fine them a small fee.

Substitutions



None.



�H: Annexes

Handout



Annex 1 Market room simulation exercise



Sellers instruction handout



You are in the business of selling products specified by the facilitator. You buy your stocks from the facilitator’s store and sell them to your customers. You buy your stock at a fixed price on a cash basis. You will use your own money to buy the stocks. Use the order form provided. You can purchase additional stocks from the store if you run out of supply. Remaining stocks after the exercise cannot be returned to the store.



Your customers are your co-participants. They will buy your product with their own real money.



Unfortunately, there are three other sellers in the market. One is selling the same product and brand as you but with a different price. Two other sellers sell a similar product with a different brand and other features. Your objective is to make more profit than your competitors.



As a seller, you need an effective marketing strategy to be able to sell your products. Convince the customers to buy from you and not from your competitors. For purpose of this exercise you are assigned to act as a seller of the selected product representing one the of the four categories below:



High quality/High price	(HQ/HP)

High quality/Low price	(HQ/LP)

Low quality/High price	(LQ/HP)

Low quality/Low price	(LQ/LP)



The unit cost of purchasing the HIGH QUALITY product is LC ________, whereas the unit cost of purchasing the LOW QUALITY product is fixed at LC ________.



For purposes of this exercise, the selling price of the four sellers are as follows:

HQ/HP	LC ___________

HQ/LP	LC ___________

LQ/HP	LC ___________

LQ/LP	LC ___________



With the exception of the place, product and the selling price (which are already set for you), you are free to formulate your own promotions strategy according to your desire and perception.



As in the real market, the customers have different purchasing power. Some have more money others have less. Some want to spend all their money others not so. Some are easily convinced, others not so. For purposes of this game, they are categorised into:



”A” Market  - High Income Market

”B” Market – Middle Income Market

”C” Market – Low Income Market



Decided on you're own strategy and then use the Order form to place your orders. Before every round is going to be played, fill in the Seller’s form to forecast your estimated profit/loss. The same Seller’s form will be filled in again after each round in order to calculate your actual performance.







�

Form



Annex 2 Market room simulation exercise



Seller’s order form



Seller: _______________________________________	Round: ______________



PRODUCT��High Quality : Quantity (        ) x Unit purchase cost (        )   =  ��Low  Quality : Quantity (        ) x Unit purchase cost (        )   =  ����SUPPLIES�Qty purchased�Price/Unit�Total Cost��Small Metaplan cards  �����Big metaplan cards�����Marker pen�����Masking tape�����Kraft paper�����a-4 size paper�����Others (specify)���������������ASSETS (Rental per round)�����Premises�����Table�����Chair�����Sign board�����Calculator�����Radio�����Microphone����������PROMOTIONAL MEASURES�����Raffle prices�����Give-aways�����Others�������������������������TOTAL������

Form

Annex 3 (Market room simulation exercise



Sellers Financial Form



Seller: _________________________________ 	Round: _____________

��

Please tick appropriate box:	Forecast			Actual 



Marketing Strategy



�Unit purchase Cost�Unit Selling Price�Quantity (for sale/sold)��HQ/HP (High quality/High Price)�����HQ/LP (High Quality/Low Price)�����LQ/HP (Low Quality/High Price)�����LQ/LP (Low Quality/Low Price)�����

Target Market

High Income	(Market A)

Middle Income	(Market B)

Low Income	(Market C)



Market Share

___________%	(Total market share is 100%)



Marketing Performance



Sales (Selling Price x Quantity for sale/sold)	________

Less:  Products purchase cost x Quantity for sale/sold	________

Cost of Goods sold		________

Less: Promotional Costs (see Note 1)	_________

Supplies (see Note 2)		_________	________

Profit (Loss)	________



Note 1: Examples of promotional costs include cost of raffle, gifts, coupons, sales commission, etc.



Note 2 : Cost of supplies : A-4 paper (       ), Metaplan cards (       ), kraft paper 

	(         ), marker pen (        ), masking tape (         )

�

Handout

Annex 4 Market room simulation exercise



Photostat handout and cut in half





Buyers Instruction handout



You will act as buyers of products which are being sold by four competing sellers in the market. You will use your own money too buy. Each seller will try to convince you to buy his product through various ways.



As in the real market, you as customers have different purchasing power. Some have more money, others have less. For purposes of this game, you are divided into:



Market�Maximum spending limit��”A” Market – high income���”B” Market – middle income���”C” Market – low income���

IN ORDER TO PROCESS THE EXERCISE, WE WILL REQUIRE YOU TO BUY AT LEASTONCE IN EACH ROUND. THIS IS VERY IMPORTANT!







Buyers Instruction handout



You will act as buyers of products which are being sold by four competing sellers in the market. You will use your own money too buy. Each seller will try to convince you to buy his product through various ways.



As in the real market, you as customers have different purchasing power. Some have more money, others have less. For purposes of this game, you are divided into:



Market�Maximum spending limit��”A” Market – high income���”B” Market – middle income���”C” Market – low income���

IN ORDER TO PROCESS THE EXERCISE, WE WILL REQUIRE YOU TO BUY AT LEASTONCE IN EACH ROUND. THIS IS VERY IMPORTANT!

�

Chart

Annex 5 Market room simulation exercise



Buyer’s record chart



Market classification/buyers�Round 1�Round 2���Prd�Qnt�Amnt�Sir�Prd�Qnt�Amnt�Sir��High income Market ”A”

(max amount/buyer:___________)��������������������������������������������������Sub total����������Middle Income Market ”B”

(max amount/buyer:___________)����������������������������������������������������������������������Sub total����������Low Income Market ”C”

(max amount/buyer:___________)��������������������������������������������������������������������������������Sub total����������Grand total spent����������Grand total available����������% spent over money available����������

Legend:

Prd 	– product	Amnt 	– Amount

Qnt 	– Quantity	Sr 		-  Seller

�

Chart

Annex 6 Market room simulation exercise



Market distribution chart



                         Market

Seller�High Income�Middle Income�Low Income

��HQ-HP�Round 1������Round 2�����HQ-LP�Round 1������Round 2�����LQ-HP�Round 1������Round 2�����LQ-LP�Round 1������Round 2�����Fifth�Round 1������Round 2�����



Note : for purposes of this explanation, just take out a sample, say three buyers for each seller.

�

Chart

Annex 7 Market room simulation exercise)



Market share chart



One block = 1% of the total market share.





LQ/LP	HQ/LP

��������������������������������������������������������������������������������������������������������������LQ/HP	HQ/HP



Use kraft paper (or transparency) for processing <if transparency, prepare one each for every round for interposition; enlarge the graph in a transparency paper; use different  colour pens to indicate the different seller's market share.



�Chart

 Annex 8 Market room simulation exercise



Sellers strategies review chart                                            Round ____________________________



Sellers name

�

�

Market

A,B,C�

Market share�

Sales�

Product Purchases�

Other costs�

Total Costs�

Profit/

Loss��Marketing strategy����Unit Price�Quantity�Total�Unit Price�Quantity�Total�����

HQ/HP�Target��������������Actual�������������

LQ/HP�Target��������������Actual�������������

LQ/HP�Target��������������Actual�������������

LQ/LP�Target��������������Actual��������������Target��������������Actual�������������

��� SUBJECT �Marketing���� TITLE �Market room simulation exercise���
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