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PREFACE

WHAT IS MICROMATIC?

Micromatic is a computetbased model that simulatassmall manufacturing company. The product is
sold throughretail markets to the general public in three different sales regions. Regam (& inthe

United States, Europe, or ChiaRegion 3 is in Europethe currency isn Euros (@ ;)if in Chinag it is

Yuan (¥) The prices you charge for your products, the level of quality you build into them, plus how you
choose to promote them, are decisions you will constantly face. You will also have to decide whether to
make the products yowat or to subcontract the manufacture of them to another company.

There are two versions of thdicromatic program,Micromatic Teamand Micromatic Solo In Team
Micromaticyou will be part of a group that will manage your company. Your company will demngth

other companies in the same marketplace that will be managed by other groups in your class. In
Micromatic Teamthe administrator processthe decisions that teams make regarding the operation of
their company after collecting the decisions frolinttee competing teams. After processing, the teams

will make a new set of decisions based on the results of those just processed. Eachrdaodion
represents three months of operations (i.e., one quarter of a year). Your administrator will detasmine ho
many decision rounds you will play. The maximum numbekisChapter 1 will explain this decision

round process in more detail.

Micromatic Solois the playalone version of théMicromatic Team The solo version places you in
competition with companiesanaged by the computer rather than by other groups in your class. The
computer uses logic developed by us to manage these companies. While your competitors will act
rationally, they are not aknowing, perfect competitors. With practice, you can sucuolgstompete
against these companies.Nticromatic Soloyou process the decisions for the companies. This includes
the decisions you entered for your company as well as those determined by the computer for your
competitors.

Your instructor can choose tperate bottMicromatic SolcandTeamin either & fAbridgedd o Fu k|l @
mode. TheAbridgedmode presents you with the fewest number of decisions to make in a degigion

The Full mode allows your instructor to add decisions dealing is&hes such dsavinga sales force to
promote your product, expanding into another region, and issuing shares of stock in your company to the
general publicWe discuss the decisions you will face in detail in Chapter 5.

UsingMicromatic TeanandSolqg you will;
1 Decideyour company mission, goals, policies, and strategies.
1 Develop skills in planning, organizing, staffing, directing, and controlling a business.
1 Make decisions in the areas of:
1. Marketing, including market research and sales forecasts.
2. Finance, including girt-term and longerm loans.
3. Manufacturing, including raw materials, production, scheduling, staffing, and
inventory control.
f Have the opporidmi tquetsa i @asls Mwhamtering a sal
results of your decisions wouli given this level of sales.
1 See the results of your decisions and have an opportunity to correct mistakes in the following
guarters of operation.
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WHAT ARE THE COMPUTER SYSTEM REQUIREMENTS?

In order to use théicromatic web programs, you will need a cpuater with one of the following

browsers that igonnected to the interne€hrome, Firefox)nternet Explorer version 6.0 (with Service

Pack 1) or higher. I f you experience diffi<culty o
up o bl o cokfiguresyouahmodvser to accept cookies. Finally, although optional, we advise that you

use a printer so that you can generate printouts of your quarterly results.

HOW DO MICROMATIC TEAM AND SOLOWORK?

You work on a personal computer, entering your deegsonfive screens. You can review previous
guartersdé decisions and results either on the scr

After you finalize and submit youdecisions for a quarter dflicromatic Teamand Micromatic Solo
operations, the decisions goeocessed either by your instructor (Micromatic Tear or by you (for
Micromatic Sold. The Micromatic Teamand Micromatic Soloprograms will determine the number of
products each compamglisand produce a series of operations, marketing, and filaepiarts for your
company. The programs also rate the companies and rank them according to their perfeateasnce
revenue, income after tax, return on sales, return on equity, return on assets, earnings, pedshzck
price
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USING THE MANUAL WHILE ONLINE

When you access thidicromatic Student Manual onlinerather than a printed version, you have the
option to navigate quickly around the manual

(See arrow in Exhibit 11). If the Find feature isn't displaygdss CTRL + F oselect the View option in
the nenu bar, then the Tools option, and then click on "Find".

Exhibit A.1
File Edit View Document Tools Window Help £
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CHAPTER 1717 OVERVIEW

WHAT IS MICROMATIC?

Micromatic: A BusinessSimulation offers students of strategic management (business paliclysmall

business managemenmte(v venture mangement)the opportunity to integrate the various pieces of the
business curricul um. I't also introduces students
as spreadsheet cal-icubastcenari ea® mpf e rteuibeyinduttry anal ys
and lineof-business competitive analysis.

Micromaticis not planned for any specific product or industry. This vagueness is intentional and allows

the game administratéo model different electronic products. It also precludesthé gait pant sé deci
from being based on the known actions of any real company. The simulation has been developed to afford
youa planned, systematic | earning experience in i
schools. Aiding in this attemptrethe instructor, who plays many roles from management consultant to

labor representative; this manual, which explores in detail the rules and optiblsraiatic and the

model itself.

Your instructor caimmodify Micromaticd sompleity by varying the mmber of decisions yoconfrontin

a decisiorround. When operating inhie fiAbridged version Micromatic presents you with the fewest
number of decisions to make in a decisioand By contrastMi c r o mfkullé ver§ionallows your
instructor toaugment thesedecisionswith others thayou might haveto addressThesedecisionsnclude
whether to adda sales force to promote your produekpandsales of your producinto another
geographiaegion, anfbr issueshares of stock in your company to thengal public. We discuss the
decisions you will face in detail in Chapter 5.

Students can use complex technigqueesh asstochastic models, preserglue analysis, information
systemsandlinear programming to aid theitecisionmaking Moreover, since th teams themselves set

the competitive environment, no optimum solution exists. Each play of the simulation is different, and the
results will vary greatly depending on the background and level of the players. The game literally takes on
their personalitie.

Micromatic offers many opportunities and situations for applying numerous modern deatigidng
techniques. Students compete with each other in the Team Version, and with cenamaged
companiedn the Solo Version. Players of the simulation ledra importance of integrating operating
schedules and reports in a logical manner in order to make sound de@simientdearn rapidly that
they can reduce their total decisinraking time by keeping records and reports conscientiously. Through
all this, you come to appreciate the benefit of proper use of an information system.

Micromaticis unique in that it represents all the functional areas of a business entity. Since production,
marketing, human resources, and finance functions exist in the sonulatrticipants face the real
problems of allocating resourcéou learn very quickly thayou mustcoordinate the functions and that

they may not reach their predetermined goals if any function is maximized at the expense of the others.

Finally, the deisions in each period of the simulation are influenced by what has happened in the past
and forecasts of what will happen in the future. Because of this, each team must learn to live with
previous decisions, good or bad. The advisability of changing agdan after you have committed
yourself becomes apparent, especially when a series of bad decisions has been made. The fact that the
players constantly face a deadline makes for a realistic decig&ing environment.
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Micromatic will allow you to put intopractice the knowledge you have acquired in your previous
business studies. You will practice and develop your skills in problem solving, teamwork, and human
relations.Micromatic will help you see the relationships among the different areas of a Isysfoes
example, how marketing and operating decisions affect the financial side of the business. You will
develop your analytical skills acquired in the functional regions to deal with problems of total
organization. You will make decisions under condgiaf uncertainty, usually with lack of sufficient
information. Through all this, we hope you will come to a better understanding of the central significance
of policy and strategy to the tdpvel managers and their organizations.

Micromatic is a challengig exercise. You will probably discover what your weak areas are in your
business studies. You may have to review your accounting and finance books to reacquaint yourself with
concepts and to develop new skills. You can build your own spreadsheet matlelseastatistical and

other analytical tools to gain a competitive edge for your company in Micromatic industry.
Micromatic should test your knowledge and skills, your motivation, determination and perseverance. We
hope thathis simulation gives yosome of the fun and excitement of running a real business.

Remember you are in competition with the othtcromatic companies in the simulation. Hard analysis
usually beats intuitive gamblers. Gambling is easier, but a sound strategy wins the sinexiatiise.
Success in the beginning of the game can quickly evaporate as your luck runs out. You may feel confused
when you begin the simulation, but remember that your competitors face the same confusion. Learn the
rules quickly. Good time management aeamwork should improve your chances of success.

Learn from your mistakes and capitalize on your successes. Analyze what went wrong. Deal with the
facts, not gut feelings. You could end up learning more from what you do wrong than from what you do
right.

MICROMATIC TEAM VERSUSMICROMATIC SOLO

In Micromatic Team you manage a company that competes against other companies run by students in
your class. Each studentn company operates in the same marketplace and competes directly with other
studentrun compaies. In Micromatic Team the administrator processdecisions that students make
regarding the operation of their companies after collecting decisions from all participants.

Micromatic Solois a playalone version oMicromatic Team Rather than vying wlit other studenrtun
companies, you compete against serelligent companies managed by the computer. While these
computefrrun companies act rationally, they are nokalbwing, perfect competitors.

Micromatic Teamand Micromatic Soloare programs thatiraulate many of the decisions involved in
managing a small companYour assignment is to manage the operations of your company, acting as a
chief executive responsible for all aspects of the business. The decisions you make will include setting
strategy 6r the company, determining the production and marketing of the products, financing the costs
of the marketing and production operations, and the purchase of competitive information. Practicing with
Micromatic Teamor Micromatic Solowill sharpen your marggerial skills.Managers are inherently action
oriented.Micromatic TeanmandMicromatic Soloprovide you with the opportunity to put what you have
learned into action.

Depending on the objectives your administrator has for using this software, you mayeusebwoth of
the Micromatic programs. If your administrator chooses to use dfifromatic Teamyou can still use
this manual and software to work williicromatic Soloon your own. Practicing witiMicromatic Solo
will sharpen your managerial skills foronking with Micromatic Team
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Whichever simulation you use, your assignment is to manage the operations of this company, acting as a
chief executive responsible for making decisions about all aspects of the business. The decisions you
make will include prduction and marketing of the products, financing the costs of the marketing and
production operations, and the purchase of competitive information.

You will compete with other companies selling si
computemwill process your decisions and those of the other companies and provide reports regarding how

well each company performed. Thiicromatic software will use your decisions and the decisions of your
competitors to determine how many sales each company dogicg a quarter (i.e., three months) and to

provide operations, marketing, and financial reports for your company. You will manage your company
for several guarters, analyzing the results of ea
operations.

What follows is a discussion of how the twhicromatic simulations work. As we discuss each of the
three stages for working with the two programs, we will point out the similarities and the differences
betweerMicromatic TeanandMicromatic Sdo.

HOW THE MICROMATIC TEAM AND MICROMATIC SOLO SIMULATIONS WORK

The Micromatic Teamand Micromatic Soloprograms contain mathematical formulas and sets of rules.

These formulas and rules allow the program to simulate, or imitate, the outcomes thaesshdistision

would have in the real world. So, for example, kieromatic TeamandMicromatic Soloprograms can
determine how a companyds sales would be affecte
compared with the podicsces of its competitorso

You will make approximately 100 decisions to manage each period of operation foMiwamatic

Teamor Micromatic Solocompany. Each period of operation represents one quarter (i.e., three months)
of a calendar year. You begin managMicromatic operations in Quarter 1 and can continue to make
decisions through Quarter 16. Just as you would if you were managing an actual business enterprise, your
goal is to manage yowlicromatic company as efficiently and effectively as possible. As you pssgr
through each quarter of operation, you should work to improve your performance by analyzing your
results and identifying your mistakes.

Ml CROMA TTHREESTAGES IN A DECISION -ROUND

There are three stages involved in working withNheromatic simuldions. They are (1) the Forecasting

Stage, (2) the Processing Stage, and (3) the Results Stage. In the Forecasting Stage, you enter decisions to
test Awhat 1 fo assumptions and then modify those
think are the best. In the Processing Stage, an administrator program assesses the decisions of all
competitors to determine market share allocations for each company and the consequent profitability of
each company based on its operational performancee IRgBults Stage you respond to the results of the
processing of your decisions, | ooking at your <cor
performance. You then use your analysis in a new Forecasting Stage as you begin the next decision
rourd.

The Forecasting and Results Stages are identical for bothlithematic Teamand Micromatic Solo
programs. There are no differences betwdéromatic TeamandMicromatic Soloin the decisions you

make or in how you enter those decisions. Nor aresthay differences in any of the reports (e.g.,
Income Statement) that are generated by your decisions. The difference between the two versions of the
simulations occurs in the Processing Stage. This is because of the differing nature of the competitors
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between the two simulations. Micromatic Teanyou will compete against companies managed by other
participants in the simulation exercise.Nticromatic Soloyou will compete against computaranaged
companies. Next, we will discuss each of these staggetail.

The Forecasting Stage

In the Forecasting Stage, you will make decisions regarding (a) marketing (e.g., pricing and promotion of
your products), (b) manufacturing (e.g., how many units to produce or whether to have your products
manufactured by aub-contractor), and (c) financing (e.g., requesting a loan to pay current bills). Once
you have entered your decisions, you can lookoedcastedreports for your company based on the
decisions you just entered. You can view thiesecastedeports usig the Reports option on the Menu

bar. (We explain how to do this in Chapter 5.) After analyzing these reports, you can enter new decisions
to try to improve yourforecastedr e sul t s . Entering new deciisfitons w
assumptions and ¢in modify those decisions until you enter the set of decisions you think are the best.
You can enter new decisions as often as you like before you choose to process your entries. There is no
limit to the number of times you can enter new decisions. Thedasf decisions that you enter and save

will be used in the Processing Stage.

The Processing Stage

Once you are satisfied with the decisions you have entered, you will process those decisions and move to
the next quarter of operation (e.g., from Quaftdo Quarter 2). Once your decisions for a quarter have
been processed, you cannot alter your decisions or the results for that quarter. Your next set of decisions
will be for the next quarter of operation and will be based on the results of the qiiarperation you

just completed. For example, once your Quarter 1 decisions are processed, your next set of decisions will
be for Quarter 2 regardless of how much you would like to change what you did in Quarter 1.

Having to live with the decisions you Y& made is a part of organizational life. For example, the
marketing team for Wallart may use a model to test the effect of varying pricing strategies (e.g., higher
price, but fewer unit sales) on profitability for the company. They will likely test mangtions to the

price versus sales tra@é. However, once they make the decision on the price of a product and the
advertisement has run in the local newspaper, it is impossible to change the price (and the consequent
sales results) for that advertisenm. All WakMart can do is to make a pricing changenextwe e k 6 s
newspaper ad. So, once you choose to implement your decisions (i.e., process the quarter), you will also
have to live with the consequences of those decisions for that quarter and mestmerds in your
decisions for subsequent quarters.

As stated earlier, it is in the Processing Stage whtoeomatic Teamand Micromatic Solooperate
differently. Because of this difference in who are your competitors in the two versions of the simulatio
we will discuss how the Processing Stage works for each of the two versions of the simulation, separately.
First we will discuss how decisions fisticromatic Teanare processed. Then we will explain the method

for processing decisions when usiMicromatic Sola

Micromatic TeamProcessing In Micromatic Teamyou are usually part of a group organized to manage

your company in competition with the other groups in the class. Each group will manage a separate
company that will compete with the other groupshe same marketplace. You are not in competition

with the computer. The computerds function is jus
to provide reports that show the results of those decisions. There can be fro®5Zdmpanies

competing in the marketplace. The number of competitors will depend on the number of people in the
class. InMicromatic Team the administrator processthe decisions that teams make regarding the
operation of their company after collecting the decisiomsfall the competing teams.
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As stated earlier, when forecasting, you can modify the decision you enter as often as you like. It is the
final set of numbers that you entered and saved when you log off that become your decisions when
processing a quarteYour administrator will use thilicromatic TeamAdministrator program to read the

decisions you and other teams have entered. Once all of the decisions for a company have been read into
the administratords progr am, sibnk ® detetmne mow sachrteamo r  wi
performed in that particular quarter.

Once your administrator has processed a quarter, you cannot alter either your decisions or the results for
that quarter. Your next set of decisions will be for the next quarter oatigernd will be based on the

results of the quarter of operation you just completed. For example, once your administrator has
processed the decisions for Quarter 2, your next set of decisions will be for Quarter 3 regardless of how
much you would like tachange what you did in Quarter 2. You cannot turn back the clock in the
simulation anymore than you can in real life. When working wifcromatic Team once the
administrator has processed your decisions, you must move to the next quarter of operation.

Next we will explain how to process the decisions for kieromatic Solosimulation. Notice how
changingyour competitionfrom other participanmanaged companies to computeanaged companies
simplifies the method of processing company decisions foageqof operation.

Micromatic _Solo Processing Micromatic Solois the playalone version oMicromatic. While other
student teams are your competitionNticromatic TeamMicromatic Solowas designed so that your
competition isfive semiintelligent, conputermanaged companies operating in the marketphMteen
working with Micromatic Soloyou will always manageCompany #1.While your competitors will act
rationally, they are not aknowing, perfect competitors. Whether these compui@naged competitors
are tougher competitors than the participaainaged companies that you experienddisromatic Team
will vary depending on the participants managing the companiesMicramatic Teamindustry. We
designedVicromatic Soloso that you can establish a qoetitive advantage in the industry as you work
with the program.

Having the computer manage the companies you compete wiMicimmatic Solosimplifies the
procedure for processing your decisions. Instead of the administrator processing the compamg @escisi

he or she does iMicromatic Team in Micromatic Solothe computer makes the decisions for the
competing companies. Consequently, whenever you have completed your decisions for your company,
you can process the decisions yourself for all the corapanithe industryMicromatic Soloeliminates

the need for an administrator to collect and process the decisions of the companies operating in an
i ndustry. This allows you to play the game by yoc
schedule Micromatic Soloallows you to work with the software without having to wait for decisions
from the competing companies, nor wait for an administrator to process company decisions. In addition, if
you perform poorly against the computer competitors, youstap playing the current setup and start a

new competition quickly and easily.

Once you are satisfied with the set of decisions you have entered, you can process those decisions and
move to the next quarter (e.g., from Quarter 1 to Quarter 2). Toslgthiyou wi | | select
Quarted o pt i dGameanntlleeMenu bar. Processing theartercommits you to the last set of
decisions you entered. Once you have processed a quarter, you cannot alter your decisions or the results
for that quarter. Younext set of decisions will be for the next quarter of operation and will be based on

the results of the quarter of operation you just completed. For example, once you have processed the
decisions for Quarter 1, your next set of decisions will be for ®uar regardless of how much you

would like to change what you did in Quarter 1.
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The only exception to this is if you decide to use the Restart Game option Gardeon the Menu bar.

Using this option erases all results for all previous quarters amthggtou to youimitial starting position

at the beginning of Quarter 1. It does not move you back to the preceding quarter. Selecting this option
will delete the current game data and you will begin again at Quarter 1 with a new setup. When you start a
new gameMicromatic Soloresets the initial set of costs for the companies operating in the industry and
creates a new industkyide demand for the two products you are selling. The program also sets the
weights for the performance criteria reported intiie performance reports. Finally, it sets the relative
importance of the marketing variables for determining the market share captured as a result of marketing
efforts by your company and your competitors. For example, the influence of newspaper agwertisi
determining sales may have increased, or decreased. Do not select this option unless you are ready to
accept a completely new start up situation for Quarter 1.

The Results Stage

Once your decisions have been processedyiibematic programs will povide reports that show how

well your company performed in competition with the competing companies. The programs will
determine how many sales each company made based on their marketing efforts relative to the
competition and will provide individual opetons, marketing, and financial reports for each company.

You will use the results of the quarter just processed as the basis for your decisions for the next quarter of
operation. For example, maybe in Quarter 1 your docanicromaticswas too high cmpared to your
competitors. If this resulted in an increase of finished goods inventory for that product, your Quarter 2
operations will reflect the cost of carrying that extra inventory. It would be up to you to adjust your
pricing of micromaticsin Quarer 2 to avoid repeating the problem in Quarter 3. In other words, you will

use your analysis of the results of a quarter that was just processed to guide you as you make adjustments
in your decisions and forecasts for the next quarter of operations. 8yamtave processed a quarter

and analyzed the results, you will return to the Forecasting Stage and repeat thmatgasequence.

HOW TO APPROACH THE SIMULATION

Management is a blend of art and science. This means the process of managing reckiimgsaibr

both the facts of the situation you are facing and with your intuition regarding how to succeed in that
environment. Emphasizing one of these at the expense of the other makes you a less effective manager.
Intuitive problemsolvers make decisiongithout considering all of the data available to them. They are

more concerned with their Agut feelingso than wit
in decisions that are ineffective in resolving the problems faced. By contraiskempsolvers who rely

completely on facts tend not to consider the aspects of a problem that cannot be easily reduced to
numbers. Certainly you cannot quantify everything that contributes to the resolution of a problem. This
approach, then, also leavestou k ey component s oWMicromatipwilaivd yeured s s ol L
chance to develop and practice both kinds of managerial thinking. Although you must work with the
detail of the numbers generated in yddicromatic reports, you must also get a feel fibre total

simulated business environment createdligromatic. Learning to manage both of these dimensions of

a problem will make you a more effective manager, not only of ¥iaromatic company, but also in
subsequent business experiences you encounter.

Many coll ege participants dislike working in a gr
In fact, groups working with 8Micromatic Teancompany face almost exactly the same problems that a

work group in any business organization hagace. Managers do much of their work in a business
organization in teams. Working with a group of individuals requires learning how to manage competing

i ndividual i deas and egos while successfully ac
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experigce in the modern organization. It is also a necessary element in successfully managing the
Micromatic Teamsimulation. In business, as in tiicromatic Teams i mul at i on, each p ¢
knowledge, motivation, determination, and time available to dewdtes circumstances faced, affects the

success of the enterprise. Learning to work together, cooperatively, as peers, is a critical ingredient for
success in any business enterprise.

One of the keys to being successful in an enterprise is to learrohase the talents of others. The Team
version wil. provide you with a #dAplatformo for
Remember, all the evidence shows that managers who try to do it all by themselves, limit the growth and
success of theibusiness. So usklicromatic to polish your skills at leveraging the expertise of the
management team, of which you are a member, to build a successful company.

PURPOSES ORMICROMATIC TEAM AND SOLO

Working with Micromatic TeanmandMicromatic Solowill help you to:
1 Experience issues involved in managing a business.
1 Understand the importance of a business plan in guiding business decisions, including;
1 The importance of planning to develop a common vision and coordination between the
marketing, operationsnd financial areas of a business, and
1 The need for planning as you make tactical moves to react to changing conditions,
Develop skills in planning, organizing, staffing, and controlling a business,
Understand the relationships between financial statesr®uch as the cash flow statement, the
income statement, and the balance sheet, and their tie to the operational reports,
Acquire experiences to aid your comprehension of issues presented in entrepreneurship courses,
Understand the relationships betweawarketing, operations, and finance,
Experience the dynamics of marketing against constantly changing competitor positions and the
need for market research, and
Understand the operational issues of production, inventory control, plant andfoneek
utilization, scheduling, and cost control of manufacturing operations.

=a =4

= = =4 =4

TIPS ON SUCCEEDING WITH MICROMATIC

The following are some tips to help you when you are working Mitnomatic

1 Manage your time efficientlyLearning how to manage time is a primary @ncfor any
manager. It affects success in any business. There will never be enough time to do all that you
would wish to do. Determine what issues to focus on (set priorities). Staying focused on these
issues (efficiency) will have a significant impact the effectiveness of the decisions you make.
Working with eitherMicromatic Teanmor Micromatic Sologives you practice at managing this
critical resource. Developing good tim@anagement skills will increase your chances of success
in your business career

1 Manage your business; do not guess at your decisims can either manage your company or
guess when making decisions regarding the future. Managing the business involves having
company goals, plus plans and strategies for meeting those goals. Esaadlats, plans, and
strategies to guide your decision making. Guessing leads to making decisions randomly and
without any consistency over time. This may be easier and more fun in the short run. You may
even initially get better results than your compatit However, in the long run, if you make your
decisions by guessing, you will not be able to outperform your competition. This is because you
will not understand what you did that was correct and what you need to change to improve your
position in subsagent quarters. Nor will you be sensitive to changes that your competitors are
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making or to changes in your economic climdiéeromaticis the kind of project where the more
effort you put into it, the more you get out of it.

1 Learn from your failures asell as your successeBlanagers must always deal with their own
and ot hers6 mist ak eMicromafitde mot giveoyou the desuttsiysuiplanmedd i n
for, or they are not satisfactory for the letggm success of your company, analyze the regults
see what you should do differently next time. A successful manager learns how to capitalize on
success, recover from mistakes, and move for we
often learn more from what you do wrong than from what you du.rig

1 Do not worry if you are confused at firdParticipants are often confused when they begin
working with theMicromatic programs. Remember, this is most likely a new form of learning
experience for you. Working with a simulation requiagplyingyour knowledge and skills to a
business operation rather thhsteningto a lecture about the knowledge and skills needed to
operate the business. It is a fundamental change to move from hearing to doing.

1 Watch videodutorialsunder theHelp Menu After youregister to usélicromatic and log into
the program, théndustryCentral panel willappear. Click on theélelp menu and then the Video
Tutorials option (see arrow in Exhibit 1.1) to learn about making decisions, viewing reports, and
understanding your dtz&s as you view the results of your decisions after they have been
processed.

1 Exhibit 1.1

Navigation

Help for this page
Industry Central Search
FAQ

Welcome back Zach

TEAM PLAY Student Getting Started
Student Manual

Video Tutorials eoe Making Decisions
< Viewing Reports
Understanding Your Status
' < | Help

Team 1 Solo
Quarter 1 of 16 Quarter 1 of 20

You can also access these videos at the Oak Tree Simulations welbnsitegktreesim.com

Click on the link for studest The | inks for the video tutorial
block (see arrow in Exhibit 1.2)Do not miss out on the learning you can achieve by watching

these video tutorials.
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1 Exhibit 1.2
OAKQ TREE
SIMULATIONS

INSTRUCTORS STUDENTS SUPPORT ABOUT US CONTACT US

New to The Game? Returning Players

Register and play today Micromatic Quick Start Guide

Need help creating your account? Making Decisions in Micromatic Solo

Micromatic Quick Start Guide Viewing Micromatic Reports
Understanding How You Are Doing
Micromatic Full Manual

To play Micromatic you will need to first register. Register and play today! (Internet Explorer
6.0 Service Pack 1 or higher required.) If you need help creating your student account or
with purchasing Micromatic view this tutorial

As with any new experience, it can be confusing aruit overwhelming at first. However, after you
make two or three sets of decisions, you should feel familiar with the ruMgimatic and become
more comfortable with learning through active application rather than passive listening. Your widingnes
to invest the effort to learn your new environment will have a significant impact on your ability to
outperform your competitors.

This exercise also replicates what you will experience in the world of business. Managers face a
constantly changing busiregnvironment. Their ability to understand quickly new business situations
significantly affects their personal and organizational success. You have only to think about the changes
in computer technology you have witnessed over the past few years toizedbgnimportance of being

able to adjust to changes around you.

HOW TO USE THIS MANUAL

Read this manual thoroughly, but do not try to memorize it. Instead, read to get a sense of the business
environment created by the simulation. Then, as you wotk Micromatic, refer to the appropriate
sections of the manual for specific information.
much of the information supplied by this manual. For example, you can view the costs of operating the
business anthe timing sequences between events (i.e., time lags between when you make your decisions
and when you will experience the results of these decisions) through the Menu bar in the program. We
will explain how to do this later in this manual.
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CHAPTER 27 THE MICROMATIC BUSINESS ENVIRONMENT

This chapter will provide a description of thdicromatic business environment. It will describe your
companyés history leading up to you taking manag
products and its enufacturing capacity, as well as the marketplace in which it operates.

In the Micromatic simulation, all companies start from an identical position. This means each company

has the same amount of cash and other assets, as well as the same amouatofdlebb wner s6 equi
addition, each company also has the same inventory, plant capacity, number of production employees,
and the same company history. After the first quarter, all of that will change as a consequence of the
decisions you make. Thdicromatic companies all manufacture the same kinds of products, and compete
against each other for customers. So, after the first quarter, companies will have different market shares
and will be in different financial positions. Whether your company develsgrsrger position relative to

the other companies in your industry will depend on your ability to manage your company better than the
competing companies.

This chapter describes your companyds hismbry and
that you are reading the description of the current position of the company you will manage, regardless of
the company number.

If you are working with thévlicromatic Teamsimulation, you will be assigned to Company 1, Company
2, Company 3, and so on tgpthe maximum number of companies operating in your indusygu are
working with the Micromatic Solosimulation, you will alwaysmanage Company 1.

THE Q1 SCENARIO

Along with several other people, you have been hired for a management positiokliaromatic
company. Your gener al management task wild.|l be to
competitive advantagdlicromatic competes head to head with other companies in the same industry, so
competitorsod6 deci si owomaneef fect your companyods perf

Micromaticb s st ockhol ders purchased the company and th
with the results of previous management s polici e
stockholders have also grown dissatisfied th their compani eséb manage me
improbable thing has happened: all the companies have the same history, all are starting at the same point,
and all sell the same product in the same market. So we can say that the history and prag@miositu
theMicromatic Company represesall the other companies in the industry.

COMPANY HISTORY

C. W. Scott founded thklicromatic Company. The company produces and sells micromatics, a small
consumer product. For purposes of discussion of theimu | at i on, we wono6ét define
but your instructor may choosetodoso Scott di dndt have @miocranatgsttndmoney |
establish a busine®y himself,so he approached several friends for the necessary financial bacldng. Hi

friends were highly interested. They made a preliminary survey to determine the market forecast of
micromatics. They also did an analysis of the necessary production methods and costs.

Scott and his investor partners formed a corporation. They issusdl @ft 160,000 shares of common
stock valued at $10 per shafehey decided that the compangutd choose betweemanufacturing
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micromatics by purchasing the raw material components and assembling them to make the products or
sub-contracting their produittn to othersScott became the first presidentiicromatic.

The company staetl operations in Quarter @ith a manufacturingplant warehouse, salesand
administrativeoffices in Region 1, plusvarehouse and sales offices in RegionM&cromatic s are
assembled in Region 1 by a uniafiiliated production force that operates in thpsgson crewslf your
instructor so chooses, you may also have the opportunity to market, sell, and produce in Region 3, either
beginning in Quarter 1 or in a later quarte

After one quarter of operation, Scott decided to devote his time to new inventions and turn over the
companyo6s operati ons Ybwarea mendaey of thatneavgeanrme nt t e a m.

COMPANY POLICIES

Micromatic 6 s Board of Di r e c m® mportaht agaidelires tfoa olri iscbménd s o
management team:

A They do not want to expend r es ouRagenslatd® wihx pand
the possible exception of Region Bhe directors think the demand for the product is expanding in
thesemarkes, and they wanyouto focus your efforts there

A The directors want to retain the company policy of selling its product by improving product image
through enhancements in product quality and featusdes ®ffortsare to besupported by locahnd
trade publicationsas well as through advertisingonthewkldh your i nstructor és
also be allowed to add a sales force to your marketing efforts, either in Quarter 1 or in a later quarter.
Previous management considered relying winolesalers, retailers, and mailder outlets for
mar keti ng, but the board believes that it woul
with retailers. The market characteristics of each of the regiaysliffer.

A Past Micromatic company policy has been to usexisting production technologywith its
acknowledgedconstraints. While the assembly equipment requires only semiskilled employees, it
demands a specific crew size of three people per crew. At the time Scott started the company,
equipment that would allow different crew sizes was only in the development stage. It may become
available during your tenure as a manager of the company. If it does, your instructor will inform you
of the equipment options available for you to purchase company has had few problems hiring
new employees, but it has been faced with some rigid labor practices. The turnover rate is comparable
to that of other businesses in the community.

A Micromaticwill rely on only one supplier of raw materials. The comphas not been able to interest
ot her suppliers because of technical probl ems

t

di

d

ar

to make it worth theother potentials u ppl i er sdé t i me. The quality of

excellent; the price of thraw materials is reasonable, and order delivery has been.tifigugh
there have periodically been some shortages in the number of units delivered, the Board has decided
this doesnét happen often enough to initiate a

A The directors have agreed that the compasy f i nanci ng stayrthe rsgre.nTée t s
company was financed initially through subscriptions to shares of stock. Additional financing has
been done using loAgrm debt in the form of a bond issue andrskerm notes. The company has
good relationships with financial institutions, so it can obtain marsétyg a shofterm line of credit
reasonably easily. The company has had high accounts receivable because the industry has lax cash
payment practices, wi only 50 percent being collected in the quarter sold. Attempts to tighten up
have had negative results. The board of directors has agreed that the company will have to follow
current industry collection practices.

C

<

Wi
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YOU AND COMPANY MANAGEMENT

Although thepolicies and rules set by the board of directors limit certain actions you can take, you and
your management team still have considerable latitude to set the strategic direction for your company.
Your management teambds de c itratagyfor sllocating résoulces. Hera are d o n
the kinds of questions youol |l need to consider.

1. What strategy should you follow to gain an advantage over your competitors?

2. How much should you spend to obtain information about the future market, your competitors
activities, and miscellaneous future competitive activities?

3. How much sales promotion should you havel dow should it be allocated?ow do these
allocations relat¢o the sales pricend qualityyou chose?

4. How many units should you produce, how mudtenial should you order, how many employees
should you hire, and where should you warehouse your micromatics? Certainly your decisions
should include analyses of inventory levels.

5. How large a production capacity should you havel where should it be lated?How should
you handle variable demand?

6. How should you distribute the companyés earnin

These questions should give you an idea of what
decisions you will need to make or how often you wilkd to make decisions. Some decisions, such as
those regarding plant constructions and leasing decisions, you will make infrequently; you will make
ot her s, such as hiring decisions, each quarter.
detailregarding this

A WORD ABOUT MANAG ING YOUR BUSINESS

Your course irbusinessnanagement will provide you with the tools to use in formulating and executing
your game plan as well as in condagtindustry and competitive analyses. In fact, many of thenlegsi
courses you have had will be useful in mastekitigromatic

You are operating a fegrofit firm so profitability will be used as one of the criteria for performance
evaluation. Other measures that relate directly to profitability (e.g., ROS, EPS BM@) may also be

used. In addition, you will have performance criteria that are related to achieving profitability. For
example, in the marketing areas if you are a volonented firm one would expect to see market share

as oneof your performance deria.l n t he production area, depending
have efficiency as a criterion. Thugur overall performancevill be evaluated with reference to the

overall goals and strategy gbur firm. The game administrator will share Wwiyou the exact financial
measures used to determine standings before you start the game.

You will receive information on your performance relative to your competition on a number of measures.
These will include sales revenue, income after tax, retursat®s, return on equity, stock price, and so
forth. You will receive this information for the most recent quarter of operation, as well essthies you
produce over the entire simulation.

Micromatic pr ovi des an opportunitgy dtomratyeogui ctad | pr &ctlitc
diagnose situations from a strategic perspectiieromatic also provides opportunities to conduct

industry and competitive analyses and then to watch your analyses unfold itimeesituation. Making

decisions forshortrun results without investigating the internal and external competitive environment

will give you disastrous results. To win, your team must formulate a powerfuttdéomgstrategic plan

and then execute that plan skillfully. You should try to leliom your mistakes; people who do so
generally finish high in the standings. Focus on the-toimgview.

Y
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Decisions about what kind of team and company you are going to be are critical to yoterihong

success. For example, are you going to be-prige, high margin, or low price, low marginAre you

going to finance int@ally or with equity or debtAre you going to take advantage of opportunities to

buy in quantity, or are you going to strive to have minimum inventories in order to reokt®elcur

deci sions on these and other strategic positioning

The company you are going to manage will be driven by several competitive factors: first, thenlpeg
demand forecast; second, the cost of capital; third, and the competitive positions your competitors
take. Thus your team should keep up with the external factors that will affect your own performance. For
example, if you try to decide to use a high price, high margin strategy, and the industiry tyeesther
direction; you will find it tough to compete. But if the industry shifts to a pure commodity market, then
you should have an opportunity to differentiate your product significantly and so gain market share. Due
to the dynamic and interactivature ofMicromatic, it is the players (company teams) who determine the
nature of the competition and not the simulation.

HOW THE SIMULATION PROCEEDS

You and the other students in your class will be divided into managemen®téanssyou will be a
memberof a team of top executives managing your enterprise. You will be making strategic corporate
decisions on overall growth, market orientation, operating philosophy, corporate objectives, and the like.
Specifically, you will be making strategic productiomarketing, and financial decisions.

You will make decisions quartéy-quarter, beginning with Quarter 1. (Each quarter lasts three months
with Quarter 1 representing January 1st through March)3isu will, of course, have to begin where
Quarter 0 lefoff.

Because many of the people who normally interact with a company will not be available during the game,
the game administrator will fill their roles. The administrator will help you learn the game and how to
manageyour companyHe or she may also aas a banker or broker with whom to negotiate for money,

as a union leader, as a board member, and so on. The administrator will also supply you with additional
information at different points in the simulation.

Foll owi ng each qu a rreceive podudiancnaketimgnand finanaal reparts that
reflectthe results offour decisions, as well as any competitive information you might have ordsdred

your leisure, you cawmiew the results on your monitor, or you can print a hard copy ofoarall of the
results. You will then use these reports as a bas

Your instructormay gr ade each q weuranmnal pesformamceyaul instsucta maly/ o r

also usecumulative performance on key criteria foading purposes. Grades are based not only on your

own efforts but also on those of your entire team. This is a simulation of realistic business practices and

an actual test of your manageri al skil lgradewilhd abi l
depend on the decisiso f al | the ot her t eams; because they ar
fortunes will rise and fall in relation to theirs.

Read tie ma n u a | thoroughly, but use it maWhehyouges a r e
stuck, a quick rereading may help you to get Aun:
understanding of something that previously seemed insignificant. The more you put into this exercise, the
more you will get out of it. Mosimportant, have fun!
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CHAPTER 371 GETTING STARTED

REGISTER TO USE THE PROGRAM

If you havenot registeredto usethe Micromatic programsgo tohttp://www.oaktreesim.com/micromatic

andselect he fA&Lretau ke nt (SeeacavuniExhibit3l1)i n k

1 If you previously registerettd useMicromatic, go to the web sitevww.oaktreesim.com/micromayjic
After the Welcome screen opens, enter your useznand password. Then go to Chapter 4 for
directions on how to work with thdicromaticprograms.

Exhibit 3.1

Welcome to Micromatic: A Business Simulation Game « Version 4

This is Version 4 of Micromatic. Version 2 is also available at http://oaktreesim.com/Micromaticva.
Contact your instructor to be sure you are using the correct version of the simulation.

Username

Password

Create a student account
Getting Started Help o Full Student Manual

Forgotten Your Password?
Want to setup your account and start playing Micromatic?
Need More Help?

Interested in Business Simulation Games? Visit Oak Tree Simulations

Thenselecteithertheopt i on t o vi ew &ettingi Staeed (see arrova in Exhibite.2).0 n
Each of thesprovides you withstepby-stepdirectionsto guide you through the registration process

Exhibit 3.2

Micromatic: A Business Simulation Game Version 4

Create an Account (Step 1 of 3)

This is Version 4 of Micromatic. Do you need a different version?

 Version 2 is available at http://oaktreesim.com/MicromaticV2

Contact your instructor to be sure you are using the correct version of the simulation.

Do you need help creating your student account or with purchasing Micromatic?

q View the Online Tutorial OR Read the Micromatic Getting Started manual.

* indicates a required field.
= First name

Middle name
= Last name

= Email

(Username and Password must be between 4 and 16 characters long)
= Username

* Password

* Confirm Password

=

TROUBLESHOOTING

If you experience difficulty registering to ysgening or working withthe program,

A Turn off-upoybRpokers and conf i guieself yguoneed br ows

assistance with this, go tbttp://webmaster.info.aol.com/cookieguide.htfolr directions or
initiate a search for AHow to enabl e cooki

A Make certain that you have started Micromatic directly fromternet Explorer version 6.0
(with Service Pack 1) or higherDo not launch the program from inside another program
environment such as BlackBoard or use a different browser such as Firefox.

)

eso
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CHAPTER 417 WORKING WITH THE MICROMATIC PROGRAMS

This chapter will detail how to work with the various features ofMleromatic programs. If you have
not done so yet, go to thdicromatic web site(www.oaktreesim.com/micromalicAfter the Welcome
screen opengnter your username and passwdésdcreen like that shown in Exhibit 4.1 will appear on
your monitor.This is the Industry Central scregmour starting point for working wittMicromatic Take
notice of the menu bar at the top of the scr&ée.will discuss the Navigation and Help menus below
before that we want to discuasfew things If your instructor has not yet created a Team industry, you
will only see the Solo industry icon.

Exhibit 4.1

v Tewion &

A Strategic Management | Iﬂlg Navigation Help Logoff
o i P e T, )

Industry Central

Welcome back Zach

TEAM PLAY SOLO PLAY

Team 1 Solo
Quarter 1 of 16 Quarter 1 of 20

VIDEO TUTORIALS

After registering to us#licromatic, we recommend that you watch the video tutorials we have developed
to speed up your understanding of the gahinese videos will help you to learn about making decisions,
viewing reports, and undéanding your status as you view the results of your decisions after they have
been processed. We strongly recommend that you do this before reading Chiaptakibg Decisions

and Chapter & MicromaticReports. It will speed up your reading of those téiap

There are multiple ways t@ccess the video®©ne option if from the Industry Central panel that appears
after you log into théVlicromatic program(See Exhibit 4.1). Click on the Help menu and then the Video
Tutorials option (see arrow in Exhibit 1.1)

The other options for accessing the video tutorials are through (aMidrematic Map, (b) the
Micromatic Dashboard, and (c) the Industry menu. We will discuss each of these options below.

SCREENS VERSUS PANELS

Throughout this manugyou will read réerences to screens and panels. We make this distinction in order
to more accurately describe what you are working w&#&hyou read through this manu@he primary
distinction between the two is that panels are movable, while screens arBarals exit within screens

and can be repositioned inside the boundaries of a séfearcanreposition a panel using the standard
convention of positioning the mouse over the title bar of a panel, thencligking and holding the
mouse key as you "grab" ancthda panel to a new paosition, then releasing the mouseSkeytly, you

will read about théMicromatic Map, which is a panel.
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Minimizing Panels

As you work with Micromatic panels, you can minimize the panel by clicking okkiethe righthand
corner @ the panel'stitle bar. Doing so will remove the panel from the screen, but instead of having to
reopen that panel by accessing it through one of thediragm menus (e.g., Operations), you can simply
click on the minimization icon for the report displdy@ the upper righbhand corner of the screen (see
arrow in Exhibit 4.2).

Exhibit 4.2

_ Help & Logofr

Operations  Finance

Quarter 1 Industry Marketing Panels

R view Marketing Costs
Price and Promotion R1 R2 Sales Plan R1 R2
Price 2 ’W ,W Withdraw Region r r
Quality 24 ’W ,W Sales Forecast QW ’m
Local Newspaner B ’—H ,—4 actual Demand 44 i} il
Trade Publications 88 [ ¢ [ 3
Web Marketing 44 ’—Kiﬂ
Features Develop 44 ’7%

MOVING AROUND MICROMATIC

To work with Micromatic, you need to be able to move within a panel and among the multiple panels.
These panels display the decisions yalliwake as you work wittMicromaticand the reports that show

the results of your decisions. If you are familiar with working in a Windows environmemii¢chematic

program utilizes standard Windows protocol for keystroke entries. This means the Trabuesyyou to

the next entry point, the Shift key + Tab key moves you backward to the preceding entry point, and so
forth. You can also use a mouse if one is connected to your computer. You can use these two methods in
combination with each other, switchgilback and forth as often as you like. You will use this Windows
protocol to move around a panel and make entries.

THE NAVIGATION MENU
There are two options under the Navigation menu; Industry Central and Account Maintenance.
Industry Central

The Industy Central link will bring you to the screen shown in Exhibit.4-tom this screen you will

select the program with which you wish to work: Team or Solo. Just click on the appropriate icon. The
Solo game will be set by your instructor for either the Reacthode or the Exam mode. The only
difference between these two moadghe Solo gamés that the practice mode allows you to restart the
program from Quarter 1 as many times as you desire. The exam mode allows only one pass through the
guarters. There i80 option to restart the game. We discuss these differences between the two wérsions
Micromaticin more detail back in Chapter 1.

Industry Central also allows you to access the Help menu. The Help menu links you the Student Manual
and video tutorialsAs mentioned aboveyatchingthe video tutorials wilhelp youlearn the simulation
much faster than if you only read this man&d don't miss taking advantage of them.
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Account Maintenance

You will use this screen to make changes to yWiaromatic ac®unt data. Do this by clicking on the
Navigation menu option. Then select the Account Maintenance option. A screen like that shown in
Exhibit 4.3will appear on your monitor.

Exhibit 4.3

Account Maintenance
Update the account settings below:
First name Zach

Middle name

Last name Tracy

Email zachtracy@Fakel.
Desired Language English

Password

Confirm Password

“Leave password and confirm password blank if no change is desired.

Change Email Address This option allows you to change the emaitigess from the one you initially
entered when registering to uglicromatic to a new one. To do this, type in your new email address and
select Asaveo.

Change Password You may decide, for security reasons,
charge your password as often as you wish, but be careful. It is usually advisable not to select as a
password the name of a family member or a nickname that others are likely to guess. Also, frequent
changes can lead to confusion. If you forget your passwordwill not be able to access your files to
make decisions for the upcoming quarter of operation. If this happens, see your instructor for help.

MICROMATIC OVERVIEW PANELS

Once youselecteither the Team or Solo prograthe screenshown inExhibit 4.4 will appear on your
monitor. Displayedon this screerare two panels designed to facilitate your success as you work with
Micromatic the MicromaticMap and the Business ConsultantQuarter 4, anew panel (theMicromatic
Dashboard) will replace thdicromaticMap as the default panel displayed after you log Micromatic

The Dashboard provides some graphical displays of your performance. It is not displayed until Quarter 4
because there is insufficient data to provide a meaningful display befor®thatt underestimate the

value these panels can provide as you manageMmuomatic company We will discuss ach of these

panels next.
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Exhibit 4.4

The Micromatic Map

The Micromatic Map is an interactive panel that visually shows the relationgi@pseenthe decision
and reporipanels(SeeExhibit 4.5. The decision panels are designated by a the report panels by a
. Clicking on the icon for an iterte.g., Marketing decision8alance Shekbpens that panefs we
will discuss later, you cansd open the decision and report panels usingfibeomatic menu bar (See
the arrow inExhibit 4.4). Use theMicromatic Map tomore quickly learn the flow of information between

thedecisionsyoumake and the reports that are generfiad your decisions

Exhibit 4.5

In addition to the display of the relationships between the decision and report pardisyongatic Map

also includes a Tools and Help menu on the right side of the panel. You can use the links under each of
these menus to access manigiaars that you can also access throughMiwromatic Menu bar. We will

discuss thévlicromatic Menu bar later in this chapter. What is important for you to know now is that the
MicromaticMap can serve as a central location for easy access to a nunMeraiaticactions.

Video Tutorials. We would like you to take particular notice of the Video Center link under the Tools
menu. It is another easy way for you to access the video tutorial options we mentioned at the beginning of
this chapterSelecting ts link will take you to a panel like that shownHixhibit 4.6 Clicking on the

three tutorial options will open a short video that will facilitate your understanding of that aspect of the
Micromaticsimulation exercise. Doot underestimate the value ¢fese tutorials.




