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Sami Ranta 23880-7 Abstract of Master’s Thesis

Business Simulations in Human Resource Development in 
Internationalising Companies

Only a limited amount of research done on human resource development in 
internationalising companies. In addition, there seems to be only a limited amount 
of research done on business simulations in human resource development. Finally, 
the specific human resource needs of internationalising companies and benefits of 
using business simulations to meet these needs need to be studied.

The goal of the study is to explore the increasing human resource needs in 
internationalising companies, discuss how business simulations can be used in 
human resource development in general and finally present a model on how the 
increasing human resource needs in internationalising companies can be met by 
using business simulations.

Based on previous research, there is no comprehensive understanding on 
internationalisation effects on human resource needs and human resource 
development. On the contrary, it can be concluded that companies and researchers 
seem to have neglected the HR dimension of international i sation. Based on the 
empirical study, internationalisation was argued to lead to increasing importance of 
organisations’ ability to learn. This can be facilitated both by developing managers’ 
leadership and management skills. In conclusion, the internationalisation process 
seems to have comprehensive effects on human resource needs of Finnish 
international companies.

It can be concluded that business simulations can be used also in companies in 
addition to their uses in academic education. Simulations are effective tools in HRD 
programmes and can provide the participants and organisations with multiple 
benefits. However, in conclusion it can be argued that, as with any other training 
technique, also the role of business simulations has to be defined only after 
examining the specific human resource needs, preferably in the strategic level.

As to specific uses of business simulation in internationalising companies, it can be 
concluded that simulations are effective tools in developing participants’ 
understanding of the strategic framework of the company, improving their systems 
thinking skills and finally developing their decision making skills. In conclusion, 
business simulations can be used to develop managers’ management skill in 
internationalising companies.

Substantial amount of research is needed on internationalisation’s effects on human 
resource needs and development. In addition, research is needed to examine how 
companies meet the needs that are identified. Finally, further research is needed to 
find out what kind of HR techniques are used in HR programmes in Finnish 
companies.
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”Liiketoimintasimulaatiot kansainvälistyvien yritysten henkilöstön kehittämisessä”

Tutkimuksen tarkoitus on valottaa kansainvälistymisen vaikutuksia henkilötön 
kehittämiseen ja henkilöstöresurssien tarpeeseen. Lisäksi tutkimus keskittyy 
analysoimaan liiketoimintasimulaatioita henkilöstön kehityksessä yleensä ja erityisesti 
kansainvälistyvissä yrityksissä.

Perustuen selvitykseen viiden suomalaisen kansainvälisen suuryrityksen henkilöstön 
kehityksestä, voidaan väittää, että kansainvälistymisen vaikutukset 
henkilöstöresurssitarpeisiin ovat huomattavat. Useimmat yritykset pitivät tärkeimpinä 
kehitysalueina organisaatio muuttumista oppivaksi, johtajien kykyä ymmärtää 
yrityksensä tilannetta strategisella tasolla, sen liiketoiminnan logiikan ymmärtämistä 
sekä heidän kykyä tehdä onnistuneita päätöksiä. Lisäksi heidän ihmisjohtamiskykyjä 
ja eri kulttuurien arvostusta pidettiin tärkeänä.

Lukuisten tutkimusten mukaan yritykset suhtautuvat henkilöstöjohtamiseen ja 
henkilöstön kehittämiseen hyvin operatiivisina seikkoina ja epäonnistuvat luomaan 
selvän yhteyden strategisen suunnittelun ja henkilöstöjohtamisen välille. Kuitenkin on 
osoitettu, että yritykset, jotka onnistuvat ottamaan henkilöstön kehittämisen huomioon 
yrityksen strategisessa suunnittelussa onnistuvat paremmin näiden strategioiden 
toteuttamisessa.

Tämä strateginen yhteys on erittäin tärkeä ottaa huomioon myös 
liiketoimintasimulaatiopohjaisen henkilöstön kehittämisen suunnittelussa. 
Tutkimusten mukaan on erittäin tärkeää luoda sellaisia henkilöstön kehitysratkaisuja, 
jotka ovat tasapainossa yrityksen tavoitteiden ja muiden kehitystarpeiden kanssa. 
Liiketoimintasimulaatioiden yhteydessä tämä tarkoittaa konkreettisesti sitä, että niiden 
ominaisuudet, kuten niiden laajuus, yksityiskohtaisuus ja mahdollinen 
yrityskohtaisuus, vastaavat kehitystarpeita. Näin ollen onkin oleellista suunnitella 
kehitysohjelmat huolella, jotta niiden tehokkuus ja tarkoituksenmukaisuus saadaan 
varmistettua.

Johtopäätöksenä voidaan sanoa, että kansainvälistymisen vaikutukset 
henkilöstötarpeisiin ja henkilöstön kehittämiseen ovat huomattavat. Toiseksi voidaan 
todeta, että simulaatiot ovat erittäin tehokkaita työkaluja henkilöstön kehityksessä ja 
niiden käytön tarkka suunnittelu antaa johdolle toimivan työkalun strategiseen 
henkilöstön kehitykseen. Lisäksi voidaan väittää, että tilanteissa, joissa yrityksen 
strategia ja toiminta muuttuu voimakkaasti, kuten sen kansainvälistyessä, simulaatiot 
ovat erinomaisia keinoja kehittää yrityksen henkilöstöä.

Jatkotutkimuksen aiheina kansainvälistymisen vaikutukset henkilöstötarpeisiin ja 
henkilöstön kehitykseen ovat erittäin kiinnostavia ja tärkeitä. Lisäksi 
liiketoimintasimulaatioiden käytöstä ja sen laajuudesta henkilöstön kehityksessä 
tarvitaan lisätutkimusta. Myös jatkotutkimusta suomalaisten yritysten henkilöstön 
kehitysratkaisuista voidaan pitää tarpeellisena.
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1. Introduction

1.1 Centrality of the Issues

Many companies are trying to become more international and take global view on their 

markets. However, companies are seldom really aware of what this internationalisation means 

to their human resource management (Sydänmaanlakka 1999). There is a lot of challenging 

demands facing human resource functions in context of growing internationalisation. 

According to Pentti Sydänmaanlakka, the President of the Finnish Association of HRM, 

(Työn Tuuli 1/1999), human resource and management development is seen as one of the key 

factors impacting the success of Finnish companies in their internationalisation process.
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Figure 1.1 Dimensions of Internationalisation

(^^Operation Modes

Organisational Capacity

Finance PersonnelStructure

Internationalisation

Source: Luostarinen, Welch 1990:257

As depicted in the above figure 1.1, internationalisation of the firm has multiple dimensions. 

Fundamentally, the internationalisation dimension of the firm can be measured in several 

scales, of which, operation modes, products and markets are the most often used ones. In 

addition to these, the level of internationalisation can be measured using organisational
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capacity as an indicator of the level of internationalisation. Personnel and their competence is 

seen as one of the factors having effect on organisational capacity and therefore also on the 

level of internationalisation. However, as Hendry (1996) has observed, even if the human 

resources dimension seems to be relatively important as to the whole process of 

internationalisation, there has been only a limited amount of research done on that area. 

Consequently, this study will explore this dimension of internationalisation.

1.2 Previous Studies and the Research Gaps

1.2.1 Internationalisation and human resources

The internationalisation process has been researched to a great extent. However, there is a 

limited amount of research done on human resources in internationalising companies. This 

applies especially to early stages of internationalisation (Hendry 1996). Therefore, in order to 

meet the growing organisational capacity needs, and base company’s strategic and tactic 

decisions also on its human resources, we need to develop deeper understanding on 

internationalisation’s effects on human resource needs.

In this study internationalisation is not only seen as an outward process, but as both outward 

and inward phenomena. As many researchers point out (see for example Luostarinen 1994), 

internationalisation process starts often with inward internationalisation, namely imports of 

goods, services and/or know-how. This view applies also to human resources. The required 

competence level of human resources of a domestic company operating in an international 

industry is affected to a great extent by international developments (Hendry 1996). Therefore, 

company’s human resource needs are affected by international aspects even though the 

company has not even started its outward internationalisation.
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The internationalisation process is often seen as posing distinctive human resource problems 

that are difficult to overcome (Hendry 1996). The process from human resources point of 

view deals with such problems as selection, training and management of expatriates, 

managing organisational complexity in the multinational and managing joint ventures and 

other form of strategic alliance. This study will explore the effects that increasing 

internationalisation has on human resource needs and human resource development.

1.2.2 Business simulations as human resource development tools

Business simulations are often used to teach management skills in academic education. 

However, they can also be used as a tool in human resource development in different types of 

companies. Over the last few years, the use of business simulations for human resource and 

management development has gained considerable ground (Smith and Levenson 1996). 

However, in order to make better use of business simulations, companies employing them 

need to develop greater understanding on them.

There is a substantial amount of research done on using business simulations in academic 

education, but only a small part of the body of research concentrates corporate uses of 

business simulations. Naturally, this holds true also regarding their uses in internationalising 

companies. Business simulation literature deals mainly with factors that contribute to the 

success or failure of the approach (Keys and Wolfe 1990). According to this latest literature 

review in the field of business simulations, no research was found on human resource and 

organisational development

Business simulations can provide participants and organisations with measurable benefits, and 

they can be used for several purposes. This applies especially to growing and 

internationalising companies that need to develop their human resources to manage the
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organisational development. Especially, if the simulation is made according to the specific 

needs and learning objectives of the organisation, the method is likely to result in substantial 

improvement in management capabilities (Smith and Levenson 1996). Therefore, in order to 

develop deeper understanding on business simulations in human resource development, 

comprehensive research is needed.

1.3 Research problem

Referring to the previous discussion there seems to be only a limited amount of research done 

on business simulations in human resource development. In addition, the specific human 

resource needs of internationalising companies and benefits of using business simulations to 

meet these needs need to be studied.

The goal of the study is to explore the increasing human resource needs in internationalising 

companies, discuss how business simulations can be used in human resource development in 

general and finally present a model on how the increasing human resource needs in 

internationalising companies can be met by using business simulations. In addition, a case 

study is made on a Finnish company and the model is applied to the case company.

Consequently, the research question for this study is “How can business simulations be used 

in human resource development in internationalising companies?” In order to be able to find 

the answer to the above question, the following subquestions have been formulated.

• What are the main implications of internationalisation on human resource needs and 

human resource development?

• How can business simulations be used in human resource development in general?

• What are the specific human resource needs due to internationalisation that can be met by

business simulations?
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У

The first subquestion will be answered partly based on literature in the second chapter and 

partly based on empirical data from interviews of Finnish HR directors in the fourth chapter. 

The second subquestion will be addressed based on literature in the third chapter, and the final 

subquestion will de discussed based on empirical data from interviews and a case study.

1.4 Definitions

Human resource management (HRM) can be defined in a number of ways but one of the most 

simplest definition of HRM is ”To obtain and retain employees” (Cuming 1986). Most 

definitions cover the basic components of HRM, that is acquiring, developing, managing and 

motivating employees (see for example F lippo 1985, 199).

International human resource management (IHRM) can be defined as the set of distinct 

activities, functions, and processes that are directed at attracting, developing, and maintaining 

an MNC’s human resources ( Taylor et al 1996, 960).

Strategic human resource management (SHRM) is used to explicitly link HRM with the 

strategic management process of the organisation and to emphasise co-ordination or 

congruence among the various human resource management practices ( Taylor et al 1996, 

960)

Strategic international human resource management (SIHRM) is defined as “human resource 

management issues, functions, policies and practices that result from the strategic activities of 

multinational enterprises and that impact the international concerns and goals of those 

enterprises” ( Taylor et al 1996, 961)
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Simulation is a specified sequence of activities designed to convey lessons to the participants 

on properties of a real-world situation (Lane 1993). In this study simulation, business 

simulation and business game are used interchangeably.

1.5 Structure of the paper

The figure 1.2 illustrates the structure of 

the study and the paper. The second 

chapter of this study will explore 

internationalisation process and its effects 

on human resource management (HRM) 

and human resource development (HRD).

The chapter will start by discussing the 

concept of internationalisation and the 

internationalisation process. It will also 

discuss HRM and HRD as strategic issues 

and analyse them in internationalising 

companies. Then it will discuss the human 

resource needs that the internationalisation 

process introduces. Finally, it will present 

a framework linking internationalisation, HRM and HRD and discuss the implications of 

internationalisation on HRD.

In the third chapter, business simulations are discussed, and special emphasis is laid on their 

role in human resource development. They are analysed using several theoretical approaches 

in order to gain understanding on how they can be used in companies in addition to their 

academic uses. Furthermore, a distinction between software simulations and company specific

Figure 1.2 Structure of the study
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Internationalisation
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on Business 
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Discussion on the 
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business simulations is made and reasons for using these two types of simulations are 

examined. After that, different training techniques are analysed and simulations’ effectiveness 

is discussed. Finally, a frame of reference for the empirical part is presented.

In the fifth chapter, empirical findings from interviews of directors responsible for HR issues 

in Finnish companies are presented. In addition, a model linking human resource needs in 

internationalising companies and business simulations as human resource development tools 

is discussed. It will be argued that simulations can bring three major benefits in 

internationalising companies in order to develop human resources within those companies.

In the sixth chapter, a case study is presented and the model is applied to the case company. 

The profile of Sonera Ltd is briefly presented, and its international operations discussed. After 

this background information, Sonera’s HRD goals are discussed and their major HRD 

programmes are analysed. Then, the Sonera Simulation is described and analysed, after which 

its role in the HRD programmes is examined. Finally, the applicability of the model to 

Sonera’s situation is discussed.

2. Internationalisation and human resources

Internationalisation is a major step in the development of the company. The 

internationalisation process leads to increasing needs of financial and human resources. This 

implies that internationalisation decision is of strategic nature. Therefore, international human 

resource management should be considered as a strategic issue. In addition, 

internationalisation’s effects on human resource needs and human resource development 

should be carefully examined when making decisions on internationalisation. The goal of this 

chapter is to establish a link between internationalisation and its effects on human resource 

management and development. It will start by discussing internationalisation as a process,
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then it will discuss different approaches to human resource management and development and 

finally it will discuss the link between internationalisation and human resource development. 

In the summary section, a framework for the study is presented.

2.1 Internationalisation process

In this study, with internationalisation, it is meant a step-by-step process of international 

business development whereby a firm becomes increasingly committed to and involved in 

international business operations through specific products in selected markets (Luostarinen 

1994). This approach means that companies tend to follow a certain pattern of increasing 

international commitment. However, it does not mean that all companies would follow a 

similar pattern, but that a certain path can be found. In addition, it is widely accepted that 

there are many exceptions from this pattern. For example, some companies internationalise 

more rapidly than other meaning that they may not go through every stage of the process.

Even though there has been a substantial amount of discussion whether internationalisation 

processes of companies follow a certain patter, in this study, internationalisation development 

is supposed to be a sequential and orderly process. This is due to the fact that many 

researchers that have argued that internationalisation follows a certain pattern are Nordic. As 

this study is concentrating mainly on Finnish companies, this theory is likely to suit to their 

internationalisation. In addition, as the theory describes increasing international commitment, 

it is a suitable starting point when analysing increasing internationalisation’s effects on human 

resource needs.

2.1.1 Inward internationalisation

Internationalisation is often considered relating only to outward internationalisation. This 

means that increasing international emphasis would mean only exporting, outward licensing
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and foreign investments in production and sales subsidiaries. However, as many research 

point out (see for example Luostarinen 1994), the internationalisation process often starts with 

inward internationalisation. With this, many authors mean that the company is importing 

either physical goods, but also know-how, acting as a licensee or franchisee for foreign 

companies or entering in ownership arrangements with foreign companies in their domestic 

markets. It could be also argued that if foreign competitors play a major role in the domestic 

market of the company, international aspects have a major effect on company’s strategies and 

operations.

Inward internationalisation introduces a great variety of challenges to companies. A good 

example of a Finnish company dealing with foreign influences in many senses is Tieto 

Corporation. The company is operating in IT outsourcing and consulting business mainly in 

Finland, but it is planning to increase its international emphasis by expanding its operations in 

Russia, Baltic States and in Poland. In addition, the merger with the Swedish Enator will 

definitely lead to increasing international commitment.

Despite the fact that the company is in its early stages of outward internationalisation, it has 

been actively involved in international activities by importing hard and software, acting as a 

licensee for foreign companies and being a sales agent for many foreign companies in 

Finland. Therefore, the company has had to follow up the development in the industry 

worldwide for several years and finding suitable partners abroad has been one of the keys to 

the success of the company. Consequently, Tieto is a good example of the need for the 

company to become internationally oriented even if it’s only starting its outward 

internationalisation. This has also major implications for human resource management and 

development. These issues will de discussed later.
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2.1.2 Outward internationalisation

Outward internationalisation process deals with the process of increasing the emphasis on 

foreign operations in the company. An important characteristic in this process is the variety of 

operation modes to be used (see for example Luostarinen 1994, Johanson and Vahlne 1977). 

Usually studies dealing with internationalisation process concentrate only on few operation 

modes that usually are traditional export operations, licensing operations and direct 

investment. However, there are many other operation modes that are not included in these 

analyses. These include different types of exporting, different marketing operations, 

franchising, projects and contract manufacturing (Luostarinen 1979). Therefore, in order to 

make the analysis more complete, a great variety of operation modes should be taken into 

consideration when analysing typical 

internationalisation patterns.

In order to be able to include all major modes 

of operations and still make the analysis 

relatively simple, the modes can be divided in 

four broad categories. The following figure 

illustrates a four-step internationalisation 

pattern that has been developed based on a 

large FIBO database on international 

operations of Finnish firms. Basically, the 

figure illustrates a step-by-step 

internationalisation process that is 

characterised by increasing importance of
Source: Luostarinen, Reijo: Internationalisation of

international operations. Finnish Firms and their ResPonse t0 Global
Challenges, 1994

Direct investment marketing operations
Sales promotion subsidiaries 
Warehouse subsidiaries 
Service and sales subsidiaries

Direct investment production operations
Assembly subsidiary 
Manufacturing subsidiary

Non-investment production operations
Licensing 
Franchising
Contract manufacturing Turnkey projects

Figure 2.1 ¡Internationalisation process

Non-investment marketing operations
Indirect exporting 
Direct exporting 
Own exporting
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Based on the literature, it can be argued that companies’ human resource management 

strategies and practises tend to be affected by the internationalisation process and to some 

degree follow a certain pattern. HRM issues are dealt with in section 2.3.1 and this analysis is 

based on this framework of internationalisation. However, it seems that human resource needs 

and HRD strategies and practises do change as the firm becomes more international, but no 

clear stages could be identified. HRD issues are discussed in the section 2.3.2.

2.2 Human resource management and development

One of the main purposes of this study is to explore human resource development in 

internationalising companies. In order to develop understanding of this area, a discussion of 

the overall field is needed. The figure above illustrates the field of human resource 

management and depicts the contents of the analysis in this section. Human resource 

management is one of the basic functions in the company and it consists of several sub

functions, of which human resource development is one of the most important. HRM and 

HRD are usually dealt with in the 

operational level, but they can be considered 

also as strategic issues. This difference is 

illustrated in the vertical axis. In addition, 

the horizontal axis depicts the difference 

between domestic and international HRM 

and HRD. This study examines one of the 

areas, namely international HRD in the 

strategic level.

Figure 2.2: Dimensions of HRM and HRD
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2.2.1 Human resource management

Human resource management is primarily concerned with utilisation and development of the 

human resources in a particular organisation (Schwind et al 1998, p. 727). It involves the 

planning of human resource needs, staffing training and compensation. In other words, the 

goal of HRM is to provide the organisation with the human resources that are needed to 

implement the selected strategy. The basic functions within the HRM include HR planning, 

recruitment, selection, orientation, training and development, career planning, performance 

appraisal, compensation management, employee relations, workplace safety and industrial 

relations.

As can be implied from the short description of HRM, these issues have mainly been regarded 

as administrative tasks. Many researches (see for example Schwind et al 1998) argue that 

companies have neglected HRM issues and have not seen them as important as other 

functions, such as marketing and finance. However, as many researches point out, HRM is 

one of the key issues when developing company’s operations and creating new strategies. 

Consequently, HRM functions should be considered tasks that must be taken care of in order 

to reach corporate goals of and implement the selected strategy.

For example, it seems that only few companies have seen the long-term implication of 

recruiting the most suitable people to the company and have not considered the requirements 

of the selected strategy to human resources (Schwind et al 1998). Therefore, the implication 

of the strategy has led to abrupt changes in the recruitment policy and practices. However, as 

the calibre of the people in the organisation cannot be changed overnight, the implementation 

of the strategy may be delayed due to short planning horizon for recruitment. Consequently,
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companies have not seen the relationship between human resources and strategic issues, but 

regarded HRM issues only as minor tools to implement the selected strategy.

2.2.2 Strategic human resource management

Strategic human resource management is not only taking care of the basic tasks related to 

HRM, but also it deals with organisation’s human resources in the strategic level. SHRM is 

used to explicitly link HRM to the strategic management processes of the organisation and to 

emphasise co-ordination and congruence among the various human resource management 

practices (Taylor et al 1996, p. 961). Therefore, SHRM in not only a part of the 

implementation of the corporate strategy, but it is one of the key factors that must be taken 

into consideration when formulating corporate goals and strategies.
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Figure 2.3: Strategie Human Resource Management

Organisational Strategy
Initiates the process of 
identifying strategic business 
needs and provides specific 
qualities to them

Internal Characteristics ►
t

4 Internal Characteristics

Strategic Business Needs
Expressed in mission 
statements or vision statements 
and translated into strategic 
business objectives

;
Strategic Human Resource Management Activities
1. HR Philosophy Expresses how to treat and value
Expressed in statements defining people
business values and culture Establishes guidelines for action on
2. HR Policies people-related business issues and
Expressed is shared values HR programmes
3. HR Programmes Co-ordinates efforts to facilitate
Articulated as HR strategies change to address major people -
4. HR Practices related issues
For leadership, managerial, and 
operational roles

Motivates needed role behaviours

5. HR Processes Defines how these activities are
For the formulation and 
implementation of other activities

carried out

Source: Randall S. Schuler: Strategic Humen Resource Management: Linking the 
People with the Strategic Needs of the Business, 18-32, 1995

One of the most important researchers in this field, Sandal S. Scholar, has developed a model 

that is can be used to link the corporate strategy to human resource management activities and 

to co-ordinate between different HRM levels and functions (Schuler 1995). The figure 

illustrates this framework. He argues that SHRM should be based directly on strategic 

business needs and objectives. He also stresses the importance of taking HR into
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consideration when setting corporate goals and formulating strategies. He divides SHRM 

activities into five different layers, namely human resource Philosophy, Policies, Programs, 

Practices and Processes, and underlines the significance of seeing HRM activities in different 

layers. In addition, he stresses the link between these layers.

Schuler concludes his analysis on SHRM by arguing that SHRM’s concern is to

• Ensure that HRM is fully integrated with the strategy and the strategic need of the firm

• HR policies cohere both across policy areas and across hierarchies

• HR practices are adjusted, accepted, and used by line managers and employees as a part of 

their everyday work.

Based on the 5-P model and the corporate reality, it can be argued that companies should 

reconsider the role that HR has in their strategic planning. Fortunately, as many researchers 

(see for example Adler 1994) point out, companies are becoming more aware of the strategic 

importance of their human resources.

2.2.3 International human resource management

International human resource management deals with managing human resources in 

international context. IHRM system is the set of distinct activities, functions, and processes 

that are directed at attracting, developing, and maintaining a MNC’s human resources (Taylor 

et al 1996). IHRM covers mainly the same areas that domestic HRM does. However, in the 

international context, there are some additional activities, such as international taxation, 

expatriate compensation (Adler 1994) that must be taken care of in the international context.

However, in the international context, IHRM deals mainly with strategic issues, and many 

authors discuss IHRM in the strategic level (see for example Baruch 1995). There are three 

major reasons for this strategic approach. First, it is not the activities that must be performed
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that differentiate between domestic and international HRM, but the increasing importance of 

HRM and new variables in the environment (Adler 1994). Second, the importance of 

international operations in the corporate strategy makes the strategic approach an imperative 

(Taylor et al 1996). Finally, as individual capabilities are usually crucial factors in the 

internationalisation process, human resources tend to have a major part in internationalisation, 

making their importance more strategic. Therefore, international human resource management 

issues are best dealt with in the strategic level.

Many researchers have developed comprehensive models depicting IHRM at strategic level. 

One of the most cited models is the model developed by Taylor et al (Model of Strategic 

IHRM, Taylor et al 1996, p. 965). It discusses the link between company strategy and its 

implications on company’s human resource management. Based on the model, the researches 

have concluded that international companies should develop a holistic approach to their 

international HRM. This approach should be initiated by the top management and it should be 

adopted both in the headquarters and in affiliates abroad.

2.2.4 Human resource development

Human resource development is a holistic activity aiming at meeting the human resource 

needs that the business creates (Schwind et al 1999, p 727). However, HRD is not the only 

way of developing the company’s human resource potential, but the company can acquire 

these resources also by recruiting new talent. Furthermore, HRD is not only training, but 

includes job rotation, mentoring and numerous other activities. In this study, HRD is used to 

refer narrowly to training.

According to some authors (see for example Schwind et al 1998), there is a difference 

between training and development. Training is used to refer to activities that help employees
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to do their current job better. In contrast, development refers to preparing employees for 

future challenges. However, even though the difference between training and development is 

a crucial one, it relates only to the purpose of the activity. Therefore, training or development 

techniques are identical independent of the purpose of the activity. Consequently, in this 

study, these terms are used interchangeably unless otherwise indicated.

The goals of training and development are wide and varied. The benefits of training range 

from corporate benefits, such as organisational development, improving morale and decision 

making skills, to individual benefits, such as self-development, increase in job satisfaction 

and elimination of fear in attempting new tasks. In addition, the goals of the training effort 

may be long-term in nature, such as developing new managers for future challenges, or 

relatively short-term, such as providing an employee with training in using new software.

Despite the goals of training, the company should take many factors into consideration when 

making decisions on training programs an on their details. One of the most important issues is 

the effectiveness of the training (Schwind et al 1998). This issue will be dealt with in the next 

chapter. Costs of the effort must be also considered and weighted against the benefits. 

Additional variables include the number and type of participants, the centralisation of the 

effort and the actual training methods. However, the most important factor is the overall 

corporate strategic planning, that is discussed in the following section.
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2.2.5 Strategic human resource development

It was argued that the difference 

between human resource management 

and strategic human resource 

management is a fundamental one. 

Similarly, there is a difference between 

HRD and strategic HRD. In the 

strategic level, organisation’s HRD 

effort should be managed in line with 

strategic business plans (Rothwell and 

Kazanas 1995, p. 19). In other words, 

corporate strategies and goals should be 

formulated only after examining the 

human resources and HRD possibilities 

within the company. In addition, once 

the company has made decisions on 

strategies and goals, it should make sure 

that it possesses the human resources 

that are needed to implement them.

Figure 2.4 The Strategic HRD Process

Clarify the purpose of the HRD effort

Scan the external environment

Assess present conditions

Implement organisational strategy for HRD

Evaluate HRD

Compare present strengths and weaknesses 
to future threats and opportunities

Choose a long-term organisational strategy 
for HRD

Source: Rotwell, Kazanas: Strategic Human 
Resource Development, 1995, p. 19

The figure 2.4 illustrates the holistic and comprehensive nature of SHRD. It starts from 

examining the overall purpose of the HRD effort that is usually based on corporate goals and 

strategies. Based on both internal and external analysis, the model illustrates the formulation 

of the HRD strategy. Based on this, the company should both implement and evaluate its

HRD efforts.
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As can be seen also from the figure, there should be a formal, systematic, and holistic 

planning process for the corporation, personnel department, and HRD (Sredl and Rothwell 

1987). Fundamentally, this means that companies should not regard training as a separate 

activity, but try to identify the links between corporate strategy and human resource 

development. In addition, it implies that different development programs should be planned in 

co-ordination with each other. Therefore, companies should build comprehensive planning 

processes for their HRD activities.

In addition to the holistic nature of the activity, also the overall goals should be carefully 

thought through. There should be an overall purpose statement for the corporation, and the 

HRD effort should be related to it (Niniger 1982). Therefore, it is important to link business 

mission to that of planned learning sponsored by the business. This contrasts with the typical 

approach of HRM and HRD, that can be characterised as an independent activity rather than a 

part of the overall planning process.

As a summary, it can be argued that every major plan of the corporation should be weighted 

in terms of human skills available to implement it and alternative ways of obtaining those 

skills (Rothwell and Kazanas 1995). Naturally HRD is not the only way to obtain these skills, 

but other alternatives include external recruitment, internal transfer and so forth. Nevertheless, 

any plan implies human resource skills that will be needed. Where and how to obtain these 

skills should be explicitly considered. Therefore, when making any business plans, human 

resource needs must be analysed and plan how to meet these needs must be carefully 

considered. This applies especially strategic moves, like internationalisation.
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2.3 Internationalisation and its effects on human resources

As discussed earlier, internationalisation is a versatile phenomenon, which make analysing its 

rather complicated. If we consider the internationalisation to be a sequential process, we are 

able to analyse its effects on human resource management and development in a rather 

structured way. The following discussion is based on model of step-by-step 

internationalisation process, and it will concentrate on its effects on HRM, human resource 

needs and HRD. These effects will be discussed in the following sections.

2.3.1 Internationalisation and human resource management

Internationalisation presents a number of distinct human resource problems independent of 

domestic issues such as (Hendry 1996):

• A lack of people initially with international experience, and a lack of sufficient and 

suitable international business to develop such experience.

• Staffing international activity without taking the best people from valuable domestic 

operations - to do so risk jeopardising the domestic business, while using relatively 

inexperienced people risks jeopardising the vulnerable international effort.

• Being clear about the skills for internationalisation - when an organisation goes 

international, the market is new to it, whether or not others understand it, and the skills it 

will need are by definition unclear, in short supply within the organisation, and often more 

varied and complex than those it already has

• Determining the scope of internationalisation in the organisation and therefore decision 

who among the personnel needs to think international and receive some form of training.

Hence, internationalisation leads to a situation where the company cannot cope with the 

requirements that its strategy poses on its human resources. Therefore, it has to develop new 

human resource practices in order to implement its strategy successfully. This leads to a need
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to restructure all basic human resource functions from human resource planning and 

compensation to recruiting and selection of employees.

According to some researchers that have been interested in the HRM issues during the process 

of internationalisation, there has been hardly any research on these issues (see for example 

Dowling et al 1994, Welch and Welch 1994). These researchers argue that managing 

expatriates has been the most researched issue in IHRM and point out that sending expatriates 

abroad takes place mainly during the later stages of internationalisation. However, this study 

is trying to gather some implications of internationalisation on human resource management 

during different stages of internationalisation. The categorisation is based on Luostarinen’s 

four-stage model (Figure 2.1 page 13) presented earlier complemented with a brief discussion 

on inward internationalisation.

1. INWARD INTERNATIONALISATION

As discussed also earlier, companies tend to start their internationalisation by importing 

products and/or know-how. Therefore the first implications of internationalisation on HRM 

are linked to setting up an import department. In addition, the company has to acquire the 

skills that are required to perform the new tasks. This has implications on both recruiting and 

selection of new employees, but also on HRD.

2. NON-INVESTMENT MARKETING OPERATIONS

Similarly, the start of exporting, whether indirect, direct or own, requires some type of 

organisational change and acquiring new skills. As foreign sales increase, an export manager 

will be appointed and given the responsibility for international operations (Czinkota et al 

1996). Commonly, the first task of the new manager is to hire people to handle the task
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relating to export operations. Therefore, formal HRM challenges of internationalisation are 

not substantial in nature, and the export manager is responsible for acquiring specific skills 

that required performing the new operations.

However, even if formal HRM needs are not enormous, the importance of human resources is 

huge in the early stages of internationalisation. According to several studies, it’s the 

international experience of the personnel rather than market or product knowledge that has the 

greatest implication on the success of the company (see for example Czinkota et al 1996 p. 

680-682). Therefore, companies should pay a lot of emphasis on acquiring the relevant skills, 

and the domestic HR function should assist the export manager in obtaining those skills. 

However, it seems that companies fail in understanding the importance of these skills (see for 

example Welch and Welch 1994). Consequently, the actual HR function should become 

aware of the requirements that the internationalisation process has, and provide the 

organisation with assistance during the early stages of the process. In addition, according to 

the principles of SHRM, also in the export stage, the company should take HR into account 

when making strategic and tactic business plans.

3. DIRECT INVESTMENT MARKETING OPERATIONS

When the company is becoming more internationalised as to its marketing activities and sets 

up foreign marketing and sales subsidiaries, the impacts on HR will become clearer. As to the 

actual HR organisation, it may be necessary to set up a foreign HR office especially if the 

subsidiary is relatively large (Czinkota et al 1996 p. 680-682). Therefore, the domestic HR 

function becomes more international when a part, even a small, of the HR staff is sent to 

foreign subsidiary. This is likely to help the HR organisation to become more international. 

Therefore, the HR capabilities of the company is likely to increase substantially.
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Already at this level, increasing internationalisation introduces several major challenges for 

the company that are present in all later stages of internationalisation. These challenges relate 

to all basic task of HR function, such as recruiting and selection, development, compensation 

and appraisal. These issues have been researched to a great extent in the context of HRM in 

multinational companies and are not discussed in this study.

Good example of international HRM is recruiting and selection of international managers. 

When the company is making decisions on employing people, it has to make decisions on the 

nationality of the employee. It can choose between home country national, host country 

national and third country national (Adler 1994). Therefore, the company as to analyse the 

task, the target country and many other variables and their implications on the traits, 

competencies and capabilities of the candidate. In other words, many aspects that are not 

relevant in the domestic environment must be taken into consideration in the international 

sphere even when dealing with basic HRM functions.

4. NON-INVESTMENT PRODUCTION OPERATIONS

Additional major challenges at this stage relate mainly on co-operation with other companies 

in foreign countries. Despite the actual nature of these ventures, such as contract 

manufacturing or projects, several researches have pointed out that one of the major reasons 

for failure in these co-operative venture relate to HR issues (Randall et al 1991). For 

example, the managers are not experienced in working in a multicultural environment. In 

addition, the managers fail in working together with foreign people. Therefore, recruiting and 

selection of these managers should be based on analysis on the HR requirements of managers 

working for these ventures.
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In addition, as the internationalisation process proceeds, the importance of strategic issues 

becomes more critical. This is mainly due to increasing importance of international business 

in the company, and the fact that managers in dealing with these functions become a valuable 

asset within the company (Lorange 1996). Therefore, during this stage of internationalisation, 

HRM gains even more strategic importance. Consequently, companies should to link their 

IHRM more closely to the strategic planning of the company. In addition, they should develop 

a holistic human resource planning system that is able to follow up the development of 

international expertise within the company.

5. DIRECT INVESTMENT PRODUCTION OPERATIONS

At the later stages of internationalisation, the company is operating in several countries and 

cultures. Therefore, it can be argued that there is no distinction between domestic and 

international HRM. In other words, all HRM activities must be taken international aspects 

into consideration. As mentioned also earlier, most research done on IHRM deal with HR 

issues in MNC. Therefore, it is out of the purpose of this study to discuss the whole spectrum 

of HRM in companies that are in the last stage of the internationalisation process. However, 

the discussion will concentrate on HRD issues.

2.3.2 Internationalisation and human resource needs and development

The increased needs that were discussed in the previous section have a profound impact on 

human resource development. Over time, internationalising companies have to develop new 

human resource and management development systems and career pathing procedures 

(Hendry 1996). It has been argued that firm’s personnel and management resources should be 

one step ahead of the practical internationalisation of the firm (Luostarinen and Svärd 1982). 

Therefore, companies should put a lot of emphasis on human resource development during
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their internationalisation process, and this development should be initiated even before the 

actual internationalisation process begins.

Despite the fact that human resources are regarded as a major contributor to the success of the 

firm’s internationalisation process, there is hardly any research on human resource needs in 

internationalising companies (Welch and Welch 1994). Based on the latest literature review in 

the field (Dowling et al 1994), it can be argued that most of the literature deals only with the 

development of expatriates and their pre-departure training. When taking the whole field of 

IHRD into account, the literature seems to concentrate not only on the later stages of 

internationalisation, but also on specific issues that are short-term and tactical in nature.

Despite the small amount of literature dealing with the issue, the following list summarises 

the issues that have been raised by researchers dealing with international HRM and HRD:

• Even before the process begins, senior managers within the company should have 

understanding on the business and on company’s possibilities in operating successfully 

abroad (Rotwell 1992).

• In addition, managers should be able to understand the strategic meaning of 

internationalisation (Woodall 1997 p 241, Beamish et al 1997, p 184).

• In the early stages of internationalisation, the company needs personnel capable of dealing 

with international marketing and selling (Welch and Welch 1994 ).

• In addition, managers should have an ability to learn and transfer knowledge in the 

organisation (Beamish et al 1997, p 192-3)

• During the whole process, the company needs personnel that is able to lead change and 

understand different cultures (Woodall 1997 p 241, Vanderbroek 1992, Beamish et al 

1997, p 185-7).
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• In addition, managers should be able to work within teams and lead them, not to manage 

people (Vanderbroek 1992, Beamish et al 1997, p 190-2).

• Furthermore, managers should be able to design and to function in flexible organisations 

(Beamish et al 1997, p 184)

• Also, companies need managers that are able to communicate and take advantage of 

different communication systems (Beamish et al 1997, p 192)

• During the later stages of internationalisation process, the organisation is likely to need 

managers capable of dealing with multiple operational modes (Welch and Welch 1994).

• In addition, as the number of countries of operation increases, managers should 

understand the relative importance of target countries and have comprehensive 

information on the countries economic and other issues (Rotwell 1992).

In the above summary, no specific skills, such as understanding international finance or being 

able to develop global marketing campaigns, are mentioned. This is due to their specific 

nature compared to the above issues that were more traits than specific skills. However, 

companies should naturally pay attention to these skills that may be very relevant in their 

specific situation.

2.3.3 Problems in international human resource development

However, internationalisation also introduces some difficulties in human resource 

development. First, as the personnel of an international company is multicultural, the trainees 

have different expectations as to the nature of the training. This would imply introducing 

several programs with identical objectives tailored for employees with different cultural 

background. However, if the company is trying to reach an international, even global 

approach to its business and human resource development, this is hardly the best alternative. 

In addition, as employees in international companies should be able to work in multicultural 

environment, arranging training for different cultures would not seem to be a good choice.
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Therefore, companies should be able to develop HRD activities that suit to employees from 

several backgrounds even though it may prove to be difficult.

In addition, human resource development systems tend to be embedded in national labour 

markets and continioned by wider occupational patterns (Dulfer 1990). Hence, international 

human resource development activities are not only required to be in harmony with different 

legislative systems but also comply with practices in different countries. In addition, 

companies should be able to keep up with internal equality and providing its employees with 

similar possibilities to development independent of their nationality. Therefore, companies 

should carefully analyse different legislation and practises before making any decisions on 

their human resource development programmes.

Linking training to work is one of the most important issues when examining the factors that 

contribute to the success of the training activity. However, when the company is becoming 

more internationalised, sometimes even quite rapidly, people often fail to see the linkages 

between training and the needs of the business and participants’ daily work (Meddinson et al 

1995). This applies especially to a situation, where one of the main goals of the training is to 

increase participants’ business understanding and provide them with general framework of the 

international operations of the company. If the training is initiated without giving them any 

motivation and justify the link between the requirements of their daily activities and the 

content of the training, the training effort is not likely to be very successful. Therefore, IRHD 

programmes should be linked to the work, whether current or future.

2.4 Summary

As a summary of this chapter, it can be argued that even if some researches see human 

resource management and development activities having substantial strategic importance,
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many companies seem to see them only as administrative issues. In addition, human resource 

development research seems to concentrate only on developing expatriates specific skills just 

before sending them abroad. Consequently, companies should see the link between corporate 

goals and strategies and HRM and HRD issues.

In the previous section, internationalisation process was regarded as a path through different 

stages of incremental commitment and involvement in various operation modes. As the 

company moves from early stages towards more advanced stages, its human resource needs 

change. In this study, a sharp distinction of these stages is not made. However, when the 

company is becoming more internationalised and adapting new operational modes, its human 

resource needs are constantly changing; becoming greater and more diverse.

Several reasons can be given for this approach. First, as it was discussed in the context of the 

process of internationalisation, there is no unanimous opinion whether internationalisation of 

the form follows a certain pattern. Second, based on the literature, it seems unclear that 

neither HRM issues nor HRD issues would follow a certain pattern with clear stages. Third, 

there is hardly any research on HRM and no research on HRD issues in different stages of 

internationalisation. Fourth, companies tend to employ different modes simultaneously, even 

in the same target market (Welch and Welch 1994) Finally, most of the researches arguing 

that internationalisation would follow a certain pattern have almost completely neglected HR 

issues.

Based on this discussion, a framework for the study can be developed. The following figure 

illustrates the sequential process of internationalisation and its effects on human resource 

management and development. It was discussed that the stage model can be used to describe
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the process of internationalisation and human resource management. However, implications 

of the process on human resource development needs do not follow a certain clear pattern. 

Therefore, as the figure illustrates, the human resource needs increase during the process, but 

they do not follow a certain pattern. Empirical finding on these needs are examined in the 

fifth chapter.

Figure 2.5:Intemationalisation process and its Effects on HRM and HR Needs

Internationalisation process HRM HR Needs

•Teamwork Skills 
•Cultural Sensitivity 

•Business Understanding 
•International Approach 

•Capabilities in Leading Change 
•Understanding of different target 
•markets and modes of operation

3. Business simulations in human resource development

Business simulations have mainly been used in academic education as an alternative method 

of teaching. During the past five years, business simulations have been used increasingly in 

companies as a part of their training. The development has taken place also in Finland, though 

not as rapidly as in the US. Increasing use of personal computers is likely to boost this 

development even more during the next decade. In addition, companies’ efforts in finding 

new tools for their training programmes, increasing investments in HRD and aiming at 

introducing new, more effective techniques is likely to lead to increasing use of business 

simulations within companies HRD programmes.
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Despite this increasing importance, there has been hardly any research done on business 

simulations in human resource development. Literature dealing with business simulations has 

concentrated mainly on their uses in academic education (Keys and Wolfe 1990). The 

research has concentrated on such issues as the impact of training course objectives on 

effectiveness of simulations, optimal group size, abilities and aptitudes of the participants and 

time related aspects, such as how many periods the simulation should cover, at what rate and 

how much weight simulation should have in a course. According to this latest literature 

review in the field, there was no research done on business simulations in human resource and 

organisational development in companies. Therefore, in order to make better use of business 

simulations, more research is needed on their uses in corporate HRD programmes.

The goal of this chapter is discuss business simulations in human resource development in 

companies. It starts by presenting a short review of the history of business simulations and 

discussing uses of business simulations in education and in human resource development in 

companies. In addition, the chapter will carefully analyse business simulation as human 

resource tools. It will also discuss the benefits that, first, general business simulations and, 

second, customised business simulations can provide. Finally, the chapter will analyse 

business simulations and other training techniques from the perspective of their effectiveness.

The discussion is based on literature on both business simulations in academic education and 

on some articles on the use of business simulations in corporate human resource development

programmes.
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3.1 History of business simulations

3.1.1 Early history

The history of business games is long and it has its beginning in China over 5000 years ago 

(Wilson 1968). These games bore a vague similarity to the early seventeenth century warfare 

game, chess. Soon these parlour experiences became “serious” games as observed in the 

development of the King’s Game by Weikhmann at Ulm in 1664, War Chess by Helwig in 

1780 at the court of Brunswick in Germany (Young 1959). After these early experiments, 

war games have been used extensively in this century to test plans for military operations 

(Hausrath 1971).

Many military officers trained with war games in the 1930s and 1940s came home to use their 

military training in managing civilian businesses. Some of the business game-war game 

evolution can be traced to the 1955 Rand Corporation game Monopologs, which simulated 

U.S. Air Force inventory management within its supply system (Jackson 1959). This game 

was converted for use by businesspersons who needed to provide training at system-making 

experience without the risk of delegating real responsibilities to novices (Faria 1987).

After the early beginning of business simulations for military purposes, it started to gain 

ground in business life in the early 1960s especially in academic level business and 

economics education. In 1956, the first widely known business game, Top Management 

Decision Simulation, was developed by the American Management Association (Meier 1966) 

followed 1957 by Greene and Andliner's Business Management Game developed for 

McKinsey & Company (Keys and Wolfe 1990). The game, Top Management Decision Game, 

by Screiber, administered at the University of Washington in 1957, appears to be the first 

game used in a college classroom (Watson 1981).
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3.1.2 Educational uses

Even though the goal of the study is to examine business simulations in human resource 

development, due to their extensive use in academic education, a brief overview is presented 

on their educational uses. According to latest available information (Faria 1995), that is based 

on a wide research, over 1 900 business schools in the US used business games in their course 

work. In addition, the study, that was carried out by 1 500 mail questionnaires and phone 

calls, revealed that business simulations were used in 8 755 business and economics courses 

in these schools. Based on newer, albeit more narrow research, 1996 almost 70% of schools 

teaching strategic management used business games in the education. The following table 

summarises the results of that study.

Table 3.1 Business Game Usage in percentages by Discipline
Discipline 1986 1995 Increase
Strategic management 52,9 65,7 24,2
Marketing 51,0 62,7 22,9
Finance 24,8 39,0 57,3
Management 17,8 44,5 150,0
Accounting 8,9 15,7 76,4
Other 16,8 18,6 10,7
Source: A.J. Faria and R. Nulsen: Business Simulation Games: Current Usage Levels a Ten Year Update p.
24, 1996

The table gives an overview of the areas in which business games and simulations are used. 

Strategic management games are the most used business games in US universities, and there 

are several games available for instructors in that field (Wolfe and Rogé 1997). Latest review 

of business games in academic education (Keys 1997) discusses also their use in teaching 

international business aspects, and concludes that most often included aspects are transfer 

pricing strategy, global finance options, profit repatriation policy, impact of tariffs and 

exchange rate management.
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3.1.3 Uses in companies

After the early 1980s, the use of simulations in human resource development has been 

continuously increasing (Smith and Levenson 1997). This has been mainly due to rapid 

development in computer technology, greater understanding of organisational behaviour, 

learning and decision theories and advances in telecommunications. This development has 

been further accelerated by the Personal Computer. This applies especially to the current 

situation that is characterised by widespread use of powerful and inexpensive computers that, 

to a great extent, are able to be used as platforms for even relatively complicated business 

simulations.

The latest study that examined the use of business simulations (Faria 1995) was able to 

identify 4 600 US companies that used management games or experimental exercises as a part 

of their training and development programs. The study examined also the number of 

companies that were providing their customers with simulations. According to the study, 33 

management training firms were operating in the industry and had 6 105 clients. By the end of 

the 1990s, the figure is likely to be much higher. However, there is no extensive research 

information on the use of business simulations.

3.2 Theoretical Approach to Business Simulations

The field of different types of simulations is wide. Simulations are used to refer to role plays, 

board games and computerised business simulations or games. Role play is a range of 

methods in which trainees put themselves in dramatic situations and act out scenes like actors 

in a play (Woodall and Winstanley 1996, p 415), whereas a board game is a simulation that is 

not based on a mathematical model, but is facilitated with physical objects (Woodall and

Winstanley 1996, p 174).
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The goal of the following discussion is to present an overview on simulations in general and 

computerised business simulations in specific. In addition, it analyses simulations as human 

resource tools both from practical and theoretical perspectives. Furthermore, this section will 

explore customised business simulations and discuss the benefits that simulations can bring to 

organisations.

3.2.1 Different types of simulations

Despite the type of the simulation, it is always model-based. This model may be embedded in 

the rules of a board game or in a computer programme or may simply be contained within a 

role-playing briefing which gives information about an individual character or an organisation 

(Lane 1993). In other words, it is not the existence of a model that differentiates computer-

Figure 3.1 Simulation Training

Lectures

based simulations from other simulations. On the contrary, it is the type of the model that 

leads to different types of simulations, their capabilities and their uses. Therefore, the 

distinction between computer-based and other simulations is a crucial one.
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Another important distinction is the difference between mathematical and conceptual model, 

which is used to refer to a model in which concepts are used to establish and describe various 

relations (Vincent et al 1998). Board games and roles plays are based on conceptual models, 

whereas computerised business simulations are based on mathematical models. The type of 

the model has a profound effect on the contents of the simulation. Naturally, if the simulation 

is based on conceptual model, it cannot be used to illustrate the effects of an international 

investment on the balance sheet of the company. On the other hand, board games, for 

example, are effective tools in illustrating relatively simple relationships, like fundamentals of 

logistics. In this study, the terms simulation and business simulation are used interchangeably 

to refer to a computerised simulation that is based on a mathematical model.

3.2.2 Components of simulation based training

This section will briefly examine the framework that is used in simulation based training 

session. In the next section, the approach is analysed from learning perspective. The following 

figure illustrates the three stages of simulation training and illustrates the importance of 

feedback in all of these stages.

The simulation training starts often with lectures regarding the issues that are dealt with in the 

simulation. These lectures provide the participants both with general, even theoretical, 

background information on the issues and give the trainees with practical guidelines for the 

actual decision making. For example, if the simulation deals with international operations, the 

lectures may cover such issues as the internationalisation process, foreign investments and 

their risk.

The actual simulation training consist of three stages. At the first stage, the participants are 

given information on the company, its history, present situation and future outlook. In
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addition, they are provided with an overview on the environment and expected developments. 

During the simulation, the results from the previous rounds create more information on which 

the decision making can be based.

In the second stage, the participants analyse the decision-making situation. This analysis 

covers both the environmental and company analysis. Based on this analysis, the trainees 

make decisions that are needed to manage the company. Naturally, the first stage cannot 

include an in-depth discussion on all relevant issues, but the participants have to rely on their 

own intuition and general decision making skills. To continue the above example on 

international operations, one team may decide to enter new markets by forming a joint 

venture with another team and choose a high end pricing strategy that is facilitated by heavy 

promotion.

In the final stage, the decisions are inputted into the actual simulation model that processes 

the data. Then the model provides the instructors with a great variety of information on the 

performance of the teams and market developments. This output is then given to the 

participants and analysed. For example, the model may present financial results of the newly 

formed joint venture. These performance indicators may then be analysed by commenting on 

the feasibility of the venture.

As mentioned also earlier, feedback is a vital part of the training package. This feedback can 

be given at any stage of the training. In the first stage, it may mean discussion on the topics 

covered, whereas in the second phase it may mean giving comments on participants’ analysis 

on the decision-making situation or on the feasibility of the decisions made. Finally, at the
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final phase, the instructors may give feedback on the performance of the teams and guide 

them regarding decisions to be made in the following round.

3.2.3 Learning cycle

Having discussed simulation based training and practical issues relating to its implementation, 

it is useful to analyse this discussion in a more theoretical level. When approaching any 

human development tool with a theoretical approach, one should do it using generally 

recognised learning theories. Simulations are best seen as providing learning from experience 

approach to human resource development (Lane 1993). One of the most important theories in 

this field is Kolb’s learning cycle (Kolb 1984). The cycle is presented in the following figure 

and discussed in the following paragraphs.

Figure 3.2 Kolb’s Model

Concrete
experience

Testing
implications o f 
concepts in new 

situations Formation of abstract 
concepts and 

generalisations

Observations and 
reflections

Sourc Kolb, D: Experimental Learning: Experience of a Source of Learning, 1984

The framework illustrates the basic principles of learning from experience. Starting from 

concrete experience, this approach depicts how we observe and reflect the experience and 

form abstract concepts and generalisations. Finally, we test these concepts in new situations 

and hence have more concrete experience. In general, learning by doing is regarded as an
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effective way of learning compared to other, more traditional techniques (see for example 

Keys and Wolfe 1990).

In the context of business simulations, the training usually begins with lecturing and briefing 

the key issues that the simulation deals with. In other words, the instructors start the cycle by 

giving the participants some concepts to apply to the decision making for the simulation. 

Then the participants test these concepts in the decision making phase and get concrete 

experience through the results and feedback they get. This stage is followed by reflection and 

finally reformulating the concepts and generalisations. As the simulation training covers 

several, say 4-8 financial years, the cycle is gone through many times.

Kolb’s framework can be compared with the illustration of flow of simulation training (see 

Figure 3.1 page 38). It is quite obvious that simulation training follows the learning from 

experience approach. Consequently, as discussed also when comparing different training 

techniques, also in this context simulations seem to be effective learning tools.

Some theoretical frameworks have been developed to examine especially business 

simulations as teaching methods. The most referred of these special frameworks is 

Management Learning Grid (Keys 1984). This framework proposes that effective learning 

requires three factors, namely dissemination of content (new ideas, principles and concepts) 

opportunities for experience (apply content in experimental environments) and feedback (on 

the results of the experience of actions based on the content). These specific frameworks are 

limited in their applicability and are therefore not discussed more thoroughly.



c 42

3.3 Characteristics o f Business Simulations

3.3.1 Desired Behaviour

Simulations may emphasise either individual or group behaviour (see for example Lane 

1993). First, individual behaviour includes interpersonal and inter-function behaviour. 

Interpersonal behaviour may be emphasised by giving the participants within the teams 

specific roles ranging from functional executives to specialists in different fields. Therefore, 

reaching an agreement on the strategy and decisions of the simulated company, the 

participants in a team have to think their own roles and collaborate with the other members 

that have their own personal goals. If the simulation is designed to improve co-operation and 

communication between real-life functions, the representatives of different functions may be 

given similar roles in the simulation. Hence, the participants are able to see the real -life 

relationships also in the simulation.

Second, the simulation can concentrate on group behaviour. Discussions between competing 

teams concerning possible collaboration in international markets can be used as an example of

Figure 3.3 Relationships in simulation training
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inter-group behaviour. In this case, the members of the team are working together in order to 

reach the goals of their team, not only striving for their personal goals. Consequently, the 

possible existence of individual roles and individual and team goal has a major impact on the 

behaviour in the simulation training.

The Figure 3.3 illustrates different relationships between individuals and teams and gives a 

good picture of the great variety of links between the participants. First, it depicts the actual 

creation of the market(s), namely the market in which the participating teams compete. The 

most often used market in business simulations has traditionally been output market, but it 

can be, for example, a market for raw materials or labour. Closely linked to the markets, the 

figure presents the competition between teams. These two relationships are fundamental parts 

of any simulation training.

The figure also illustrates three types of co-operation. First, co-operation between team 

members can mean, for example, analysis of the market situation by both the marketing and 

product development manager. Second, co-operation between teams could be a joint venture 

for entering into demanding foreign markets. Finally co-operation between individuals from 

different teams can mean, for example, joint effort of two production managers in order to 

minimise production costs.

The figure also covers manager-subordinate relationship that can be created assigning 

different roles to the participants. For example, if one of the team members is given a status of 

managing director, he or she has to make the final decision on major issues and lead the other 

member in the decision making. Hence, the simulation can be used to illustrate the importance 

of working in co-ordination with other managers in different functions, and giving the leading
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role to a person other than an executive may prove to be a very challenging learning 

experience.

Therefore, depending on learning objectives, the roles given to the participants are diverse. 

However, it should be noted that one single simulation model may be used for different 

purposes by redefining the roles and tasks given to the participants. Consequently, the actual 

simulation training may be very different from one occasion to another and concentrate on the 

desired behaviour.

3.3.2 Nature of Time

There are great differences in the nature of the time in the simulation training, i.e. between 

static and dynamic simulations (Smith and Levenson 1996). Static simulations basically cover 

all business simulations that does not require any changes in company structure, geographical 

presence or co-operation with other companies. However, even static simulations usually 

require actions according to changes in the environment. This can mean, for example, 

lowering prices and investing in new, more efficient production technology due to eroding 

prices and increasing sales in the industry.

Dynamic simulations require major changes over time. These changes may be, for example, 

internationalisation or co-operation with other companies. In other words, teams do not only 

react to the changes in the marketplace, but also develop proactively new strategies and tactics 

in order to succeed in the changing market. Most simulations are scenario driven and hence 

dynamic, and require certain types of changes by the participants. These scenarios may be 

radical changes within the simulated environment, like emergence of new markets or 

production technologies, or more minor ones, like eroding price levels or gloomy demand 

figures.



c 45

Hence, the distinction between static and dynamic simulations is a crucial one, and the choice 

between them should be made only after considering the goals of the training. Basically, 

dynamic simulations can cover all the same aspects than static ones, but they are able to 

incorporate many additional issues. On the other hand, static simulations may cover a great 

number of variables and interrelationships, as the participants do not have to pay too much 

attention to changes over time. Due to these major differences the choice between static and 

dynamic simulations has major implications to the actual training and its success.

3.3.3 Scope of the Simulation

Business simulations can cover only certain aspects of a company, for example, one or a 

couple of functions, or deal with the entire organisation (Keys and Wolfe 1990). Most 

computerised simulations have traditionally been dealing with the whole business, whereas 

board games have concentrated only on one function or one decision making area. This has 

mainly been due to the fact that board games have been able to deal with narrower 

simulations.

Functional simulations examine more thoroughly one or only a few functions of the company, 

or they concentrate only on one decision making area. Naturally, this focus enables more 

concentration on specific issues and dealing with those more carefully. For example, the Beer 

Distribution Game (Lane 1993) concentrates mainly on logistics and relationships within the 

logistics function. If the goal of the training is to illustrate logistics, it is likely to be more 

efficient to concentrate on only those issues rather than relying on a corporate level simulation 

of which logistics is only a small part.
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In the latter case, simulations that deal with the entire organisation, provide a balanced 

number of decision variables in marketing, production and finance, and thus require the 

strategic integration of several subunits for good organisational performance. These 

simulations are usually called either total enterprise or top management games (Keys and 

Wolfe 1990). For example, the Multinational Management Game (Edge et al 1984) covers 

most of organisational functions and enable the participants to operate in three different 

geographical markets.

The distinction between total enterprise games and other simulations is very important when 

trying to match the needs of the organisation and the learning objectives with the simulation 

based training. Fundamentally, the nature of the simulation should be in line with the goals of 

the training and should be decided only after setting the objectives. For example, if the 

learning objective is to improve marketing skills of the employees, there is no use of 

employing a top management game covering the whole organisation.

3.3.4 Level of Customisation

Most business simulations are general models describing a non-existent business. Customised 

business simulations, on the contrary, are made especially for a certain company. These 

simulations cover a great variety of decisions that are not company or industry specific. In 

other words, they cover basic business situations and decisions, rather than illustrate 

participants’ own business.

Many business simulation software can be purchased with rather low costs and the 

availability of them is becoming better as they are transferred to PC environment (see for 

example Keys and Wolfe 1990, Keefe et al 1993, Wolfe 1997). This trend applies both to
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total enterprise games and other simulations. Consequently, it seems that the use of business 

simulations is likely to increase in the future.

The main problem with standardised simulations is that they fail in incorporating company 

and usually also industry specific factors. In other words, they may have nothing to do with 

the company’s business, but they illustrate basic business relationships in general. The results 

that can be achieved by using standard simulation are satisfactory in a business school, but 

their uses in human resource development programmes can be questionable. This generality 

naturally makes them less realistic and consequently leads to decreasing effectiveness. This 

issue is discussed later in the context of learning principles.

As the level of realism if one of the key issues in using business simulation, many larger 

companies have developed or purchased customised business simulations (Smith and 

Levenson 1996). In the future, this trend is predicted to go on and even accelerate. The fact 

that simulations are nowadays often based on the PC technology, makes them easier and less 

costly to develop. In addition, the trend according to which companies specialise more based 

on their core competencies and becoming more specialised has led to decreasing usefulness of 

standard business simulations. Finally, the overall trend in HRD is towards customised 

training solutions.

The main reason for developing and using tailor-made simulations is to capture the most 

essential aspects of the organisation and its environment. In addition, when the company is 

able to influence the actual simulation, it will be able to develop training programmes 

according to its specific objective and have a business simulation as a part of the training 

package. Also, using customised simulations, the top management of the company is able to
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teach its managers and employees preferable ways to handle decision-making decisions and 

even communicate corporate strategies. These issues are discussed more thoroughly in the 

context of benefits of business simulations and in the fourth chapter.

3.4 Reasons for using business simulations

Before making decisions on human resource development programmes, companies must 

naturally analyse different training techniques; weight their advantages and disadvantages 

against their costs. Compared with more traditional techniques, business simulations bring 

several benefits that cannot be reached using more traditional approaches.

The goal of this section is to examine the benefits and costs that business simulations can 

provide. This analysis dealing with benefits is divided in two parts. First, those benefits that 

all computerised business simulations can bring are examined. After that, customised 

simulations are analysed separately. Finally,

the requirements and costs associated with 

simulations as human resource tools are 

discussed.

3.4.1 Benefits of standard simulations

DECISION MAKING SKILLS 

A major part of the simulations training is to 

make decisions. Basically, the participants of 

the training are analysing the history, present 

situation and future outlook for the company, 

making decisions in order to reach the 

objectives, and finally analysing the results of

Figure 3.4: Business Simulations 
and Decision making
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those decisions. This decision making process similar to that in the real life. In other words, 

as the participants are making decisions and learning general and specific decision making 

skills, these skills can be applied also to real-life decision-making situations. Therefore, the 

simulated environment provides the participants with a platform for practising decision 

making.

This decision-making activity can be seen consisting of different stages that are illustrated in 

the following figure. The framework can be applied both to real-life and to simulations 

training. First, the participants either set their on objectives or they are given them. Then they 

have to gather information, namely identify the affecting and intervening variables and find 

out the relationships between them. According to this information, the participants list the 

possible alternatives, their expected outcomes and the risk associated with them. After that, 

they have to choose the criteria that are used to rank the alternatives. Finally they make the 

actual decision. Consequently, business simulations can be used to teach general business 

decision-making skills systematically and analytically.

ANALYTICAL APPROACH

As discussed above, business simulations require analytical decision-making. Basically, 

analytical approach can be employed in several different areas (Faria and Dickinson 1993, 

49). First, analytical approach means that the simulation can be used to teach analytical 

decision making approaches. For example, if investment decisions are included in the 

simulation, it can be used to teach the participants the use of Net Present Value method. In 

practise this may include lectures on the actual technique, using it in the simulation and 

finally analysing the effects of the decisions. Other analytical techniques include break-even 

analysis, spreadsheet modelling and different investment calculations (Feldman 1995, p. 364)
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Therefore, business simulations can be used as an alternative technique to teach analytical 

techniques that can be used to facilitate decision-making

Second, in addition to the actual decision making, the participants are usually required to 

analyse the environment, the company, its competitors and their decisions before making the 

actual decisions. Basically, this means that the participants are practising an essential part of 

the decision making process in a relevant environment (Feldman 1995, 364). Therefore, as a 

part of the decision making process, the participants learn how to make analysis of the 

affecting factors and how to take this analysis into account when making the actual decision.

MINIMAL RISKS

In several occasions, business simulations can be used as a tool to simulate real-life decisions’ 

effects. Fundamentally, the simulation provides the participants of the training with a risk-free 

vehicle to illustrate the consequences of the decisions that have been made (Salomon 1993, 

102). In other words, the participants can almost immediately see the consequences of their 

decision and are given several opportunities to revise the decision. This fact brings several 

benefits. The risk-free environment naturally encourages experimentation of several 

alternatives. In addition, it requires thinking through the effects of a great variety of decisions 

(Faria and Dickinson 1993, 49). Also, the simulated environment gives the participants an 

opportunity to make creative decisions that are not hindered by real-life constraints. Hence, 

the simulation provides a tool to analyse different decisions, not only end up with few most 

logical alternatives.
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TEAMWORK

Even though the participants of business simulations can work individually, almost all 

simulation training is based on teamwork. In other words, teams of 3-6 participants are 

competing against each other and working as a team meaning that the participants have to 

collaborate in order to reach the goals of the simulated company. Usually the number of 

decisions is relatively large in relation to the time available leading to time constraints. In 

order to be able to make feasible decision, the team members have to decide on how to divide 

the job and work together as effectively as possible. Therefore simulations are an effective 

tool for teaching participants team work skills and illustrate the positive effects of it (Faria 

and Dickinson 1993, 49).

In addition, the participants learn to see themselves as a part of a team and get experience on 

different roles in a team (Feldman 1995, 364). For example, if the participants are given 

functional tasks in the teams, they learn how to co-operate with team members from other 

functions. In addition, the participants are also able to improve self-awareness of their 

leadership and problem solving abilities. Consequently, teamwork during the simulation 

training helps the participants to deal with similar situations also in the real-life.

FEEDBACK

Feedback is an essential part of business simulations training (Faria and Dickinson 1993, 49). 

This feedback is given by both the actual simulation model and the trainers. First, the results 

of the decisions are an effective, objective and immediate tool for getting feedback. For 

example, if the team has decided to lower the price of one of its products, and it is able to 

increase its market share substantially, they get feedback on the feasibility of the decision. 

Therefore, feedback is fundamentally a part of the simulation training.
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Second, the instructors usually give frequent feedback to the participants and provide them 

with analysis and advice on how to make better decisions. The figure 3.1 Simulation Training 

(page 38) illustrates the flow of typical training and the role that feedback has. First, as the 

participants are examining the company, its history, current situation and its future outlook, 

the trainer gives them feedback based on their analysis. Feedback is also given during the 

actual decision making phase. Participants can be given feedback on both whether the 

approaches and tools they are using are suitable and if the decisions they are about to make 

are feasible. Finally, as the simulation model has processed the actual results, the trainers 

usually analyse them and give the participants feedback accordingly. Therefore, feedback is 

an essential part of every phase in the simulation training.

SYSTEMS THINKING

One of the most important benefits of business simulations is seeing the company as a system, 

in which the decisions made in different functions have an effect on other parts of the 

organisation (Feldman 1995). In addition, business simulations can be used to illustrate the 

relationships between the company and its external stakeholders. The following figure 

illustrates both internal and external relationships of the firm that can be incorporated in a 

business simulation.

First, business simulations, especially top-management simulations, have often been used in 

order to illustrate company’s internal relationships. That applies both the interrelationships 

between different parts of the organisation and the cross-functional effects of decisions (Faria 

and Dickinson 1993, 49; Feldman 1995, 364). In other words, the interrelationships can be 

both between different functions, but also between different foreign subsidiaries, for example.



c 53

Therefore, business simulations are effective tools in illustrating the internal relationships and 

their effects on decision making.

Figure 3.5: Business Simulations and Systems thinking

Personnel

Shareholders

Business simulations can also incorporate several relationships between the company and its 

external stakeholders. Fundamentally, business simulations are used to illustrate differences 

between customer segments and the effects that these differences have, or should have on 

marketing decisions. In other words, simulations are used to highlight the relationship 

between the company and its customers. Similarly, simulations can be used to illustrate other 

external relationships, such as the requirements that the shareholders have regarding the 

return of their investment. Consequently, business simulations as a part of the training can be 

used to illustrate the importance of taking external relationships into consideration when 

making decisions within the company.
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OPERATIONSAND THEIR FINANCIAL CONSEQUENCES

Almost all business simulations provide the participants with financial statements and other 

financial measures. Hence, the trainees are given financial reflections of their operational and 

strategic decisions, which will help them in gaining understanding of the relationships 

between financial statements and the elements comprising them (Feldman 1995, 364). In 

addition, the participants are likely to learn to examine the likely consequences of their 

decisions both regarding to the operational measures but also as to the financial consequences 

of those decisions.

3.4.2 Benefits of customised simulations

In addition to the general benefits of business simulations, tailor-made simulations provide 

several other benefits. The major factor that differentiates between general and tailored 

simulations is the fact that tailor-made simulations are made according to corporate goals and 

specific learning objectives of the training. The difference between software type simulations 

and company specific simulations is similar to that of general and company specific training. 

The above figure illustrates the basic relationship between business development needs and 

company specific training. In addition, it depicts the balance between the two components of 

simulation training, simulation and lectures, and their link to the overall human resource 

development goals of the company.
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The figure follows the Figure 3.6: Customised Business Simulations

main principle of strategic z--------------------------------------------- \
Business Development

HRM and HRD meaning 

that all training objectives 

should be set according to 

the real needs of the 

business. Similarly, the 

key areas of the simulation 

should be formulated only 

after the company has 

examined the requirements 

of the business and the HR 

needs based on those requirements. Accordingly, the contents of the lectures, that are used to 

complement the simulation part of the training, should be in line with the HRD needs and the 

main areas of the simulation model. In other words, the customised simulation training 

package is designed according to the business and HR development goals of the company. 

Consequently, due to this customisation, the package provides the company with many 

additional benefits.

The additional benefits can be categorised in two different groups. First, the above mentioned 

benefits are likely to be more clear as the simulation deals with the specific environment and 

decision making areas of the company. For example, as to interrelationships between 

functions, the participants are not only able to see the linkages between different parts of the 

organisation, but they are able to develop a holistic picture of their own company.
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Consequently, the learning that takes place during the simulation training is easily transferred 

to the actual work situation.

Second, tailor-made simulations provide the company with many other benefits. Generally 

speaking, most of the benefits are strategic in nature opposed to tactical benefits stemming 

from the nature of simulation training. In other words, customised business simulations are 

able to bring additional benefits that are more strategic in nature. Therefore, company specific 

solutions are useful development tools in SHRD.

DEVELOPING STRATEGIC UNDERSTANDING OF THE COMPANY AND ITS 

ENVIRONMENT

When the simulation is built according to the characteristics of the company or a part of it, it 

includes the basic characteristics of the company and the most important environmental 

factors affecting it. In other words, the simulation is able to present to its users the strengths 

and weaknesses of the company and the opportunities and threats in its environment. For 

example, the simulation can include a measure following up the knowledge level of the 

company within a specific industry. Initially, the level of the index may be higher than that of 

its competitors in a foreign market meaning a competitive edge. During the simulation, the 

competence of the foreign competitors may be continuously increasing diminishing the 

competitive edge of the company. Therefore, the participants learn to see their company as 

whole, as a part of its environment and its future challenges.

COMMUNICATING CORPORATE GOALS AND STRATEGIES

The participants of a tailor made simulation are usually given targets to be met. These targets 

can be either financial or other targets. These targets can be reflections of the real-life targets
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of the company and hence the simulation can be used as a tool to communicate these targets. 

For example, the company may have chosen a target of increasing its value by 15% a year and 

expanding its activities to new business areas, and these target can be also set to the 

participants of the simulation. Therefore, the simulations training can be used as a tool to 

communicate the goals of the company to the organisation.

Similarly, the simulation can be used as an effective tool to communicate the corporate 

strategy that is needed to reach the goals both to managers and employees. The nature of the 

development in the simulation case can be created in a way that it reflects top management’s 

views in future development. Hence, the simulation is not only used to develop decision 

making skills in tactical and strategic level, but also as a tool to communicate the most 

suitable strategic decisions that reflect the choices made. Therefore, the simulation can be 

used as a tool to both communicate the strategy and give grounds for the selected strategy.

3.5 Prerequisites for simulation based training

There are several possible pitfalls in using business simulations. In addition to general 

problems in training, such as irrelevance from business perspective and lacking participant 

motivation, business simulations may fail due to some specific mistakes. The following 

discussion examines three most important prerequisites for the success of simulation based 

training.

First, several instructors in business schools fail in using other teaching methods that support 

the simulation training (Lane 1995 p 603-606). This naturally may lead to ineffectiveness of 

the whole training programme. This issue should be taken into consideration also when 

designing simulation based training in companies. Basically, simulation should be used in 

conjunction with other training methods that complement the simulation part of the training.
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Therefore, business simulations that are used in HRD should be used with other techniques, 

not instead of them.

Second, in academic education many schools have not been able to benefit from business 

simulations as they have put too much emphasis on the technology on which the simulation 

model is based (Keys and Wolfe 1990). This over-emphasis on technology can skew the 

importance attached to other parts of the package. This applies also to corporate simulations. 

Moreover, as participants of training are usually not that familiar with computers as business 

students are, this issue becomes even more critical. Consequently, technology should be used 

to facilitate training and learning, not be a benefit per se.

Finally, putting too many elements in the mix may lead to substantial decrease in the amount 

of learning that takes place during the simulation (Lane 1995). This is usually due to 

complicated simulations, random effects during the game and time pressure. Learning to work 

in a team and under pressure may be a goal of the training in academic education and in HRD 

programmes. However, if this does not apply, the simulation should not be too complicated 

and the time reserved for the training should be long enough. Therefore, business simulations 

in HRD should be simple enough and concentrate on aspects that are most relevant when 

taking learning objectives into account.

In order to make full use of simulation training, the package should be designed carefully. 

The most severe pitfalls when using simulations in HRD are using simulations instead of 

other techniques, putting too much emphasis on technology and designing too complicated 

simulations. In addition, the training may fail due to inadequate feedback and disqualified 

trainers that are not provided with adequate guidance how to use simulation training.
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Consequently, companies should be careful when designing their HRD programmes and 

simulation training as a part of it in order to reach best outcomes.

3.6 Comparison and effectiveness of different training techniques

When companies analyse different training techniques, they have to consider several 

variables. The three most important factors to be considered are content, effectiveness and 

costs (Schwind et al 1998 p 301-317). First, content of an individual training programme 

should be linked to the overall goals of human resource development and be based on the 

needs of the business.

Second, costs play a major role in the decision-making situation. Normally, companies tend to 

think that the cost of the training is basically the direct cost that is paid to the training 

provider, whether internal or external one. Even though this cost may be a major factor, there 

are, however, other costs. The most important additional source of costs relates to the time 

devoted to the actual training. Independent of the circumstances, this cost is likely to be 

substantial (Schwind et al 1998 p. 308). Additional costs of training relate to, for example, the 

financial costs and time required to develop the training and equipment needed. Therefore, the 

company should take also indirect costs into consideration when making decisions on the 

selection of the training technique.

Finally, the effectiveness of the training is a crucial factor that should be taken into 

consideration. Despite the fact that effectiveness is regarded as a separate variable, it is 

dependent on the other two other variables. As mentioned also in the previous paragraph, the 

time that is devoted to the actual training has major implications on the costs of the training. 

The amount of time is highly dependent on the effectiveness of the training, meaning that he 

more effective the training is, the less time it takes to reach desired training objectives.
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Effectiveness is also linked to the link between HRD needs and the content of the training - 

The more the content reflects the needs, the more effective it is likely to be. In this context, 

effectiveness of training techniques is analysed in great detail using a general approach of 

linking different learning principles to training techniques.

3.6.1 Learning principles

Different training and development techniques can be analysed on the basis how they use five 

basic learning principles (Bass and Vaughan 1966). Learning principles are guidelines to the 

ways in which people learn most effectively. The more they are included in the training, the 

more effective training is likely to be. The learning principles are participation, repetition, 

relevance, transference, and feedback. In the following paragraphs, these principles are briefly 

discussed. In the next section, a model linking different training techniques and the principles 

is presented.

Learning is usually quicker and more long-lasting when the learner can participate actively. 

Participation is likely to improve motivation and apparently engages more senses that help 

reinforce the learning process. As a result of participation, we can learn more quickly and 

retain the learning longer. For example, once they have learned, most people never forget how 

to drive a car or ride a bicycle.

Repetition facilitates learning through repeated review if the material to be learned. Although 

seldom fun, repetition etches a pattem into our memory. For example, studying for 

examination involves memorisation of key ideas to be recalled during the test.

In human resource development, the relevance of the training is of vital importance. Learning 

is helped when the material to be learned is meaningful. For example, trainers usually explain
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the overall purpose of a job to trainees before explaining specific tasks. This explanation 

allows the worker to see the relevance of each task and the importance of the following given 

procedures.

Transference is the application of training to actual job situations. The closer the demands of 

the training program match the demands of the job, the faster a person learns to master the 

job. For example, pilots are usually trained in flight simulators because the simulators very 

closely resemble the actual cockpit and flight characteristics of the plane. The close match 

between the simulator and the plane allows the trainee to transfer quickly the learning in the 

simulator to actual flight conditions.

Feedback gives learners information on their progress. With feedback, motivated learners can 

adjust their behaviour to achieve the quickest possible learning curve. Without feedback, 

learners cannot gauge their progress and may become discouraged. Test grades are feedback 

on the study habits of test takers, for example.

3.6.2 Learning principles in different training techniques

When a company is deciding on different training techniques, it should pay attention to 

several factors. These factors include, for example, costs, effectiveness, trainee and trainer 

preferences and use of different learning principles (Schwind et al 1999). Naturally, many of 

these factors are closely interrelated. For example, when the technique is using all five 

learning principles discussed earlier, it is likely to be effective and, at least relatively 

speaking, cost-effective.
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The following table illustrates the link between different training techniques and the five 

learning principles. As can be seen, some approaches make more effective use of learning 

principles than others do. However, the analysis does not imply that some techniques, such as 

lectures, would be automatically worse than other would. In other words, even though the 

method does not make full use of different learning principles, it may be preferred due to, for 

example, the level of costs and trainer preferences.

Table 3.2: Comparison of Different Training Techniques
Type Particip

ation
Repetition Relevance Transference Feedback

ON-THE JOB

Job instruction training • • • • 0
Job rotation • 0 • 0
Apprenticeships • 0 • 0 0
Coaching • 0 • 0 •
ON-THE JOB

Lecture
Video presentation 
Vestibule training • • 0

0
•
0 0

Role-playing • 0 0 0
Case study • 0 0 0 0
Self-study • • 0 0
Programmed learning • • • •
Laboratory training • • 0 •
Computer-based training • • 0 • •
Virtual reality • • • • •
Simulation • 0 0 0 •
Customised business • • • • •
simulation
Key: • = Yes, О = sometimes, otherwise no
Source: Adapted from: Scwind et al: Human Resource Management, A Strategic Approach, 
1998

In the original table, simulation is used to refer any kind of simulation ranging from role-plays 

to computerised business simulations. In addition to general simulations, customised business 

simulations are analysed. As discussed earlier, they are built according to the special needs 

and training objectives of the organisation. Therefore, they capture the essential parts of the
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organisation and its environment. This customisation has many implications on the 

effectiveness of the training that are discussed in the next sections.

Several points are of great interest when making some conclusions from the table. First, there 

is great variety as to the extent that different techniques use the five learning techniques. 

Second, several commonly used techniques, like lectures and video presentations, are 

relatively inefficient training methods as they use only some learning principles. Third, also 

many on-the-job techniques may rely only on some learning principles.

3.6.3 Business simulations and learning techniques

As can be seen from the table, business simulations are able to use all different learning 

principles. This is makes them both effective and motivating training tool.

PARTICIPATION

Participation is an essential part of simulation training, as the training session consists mainly 

of active decision making and lectures, and the first usually has more emphasis. The required 

decisions are usually made in small teams that analyse the decision making environment and 

make the actual decisions together. Sometimes the team chooses to divide the workload 

between individual, but the actual learning takes place in teams. Consequently, simulations 

training do not only discuss the relevant topics, but the participants are required actively to 

take part in the training.

REPETITION

As mentioned earlier, repetition is seldom fun. However, business simulations are able to 

benefit from repetition as a learning tool in a motivating way. Usually, the business 

simulation covers several, say 4-6 financial years. Hence, the participants both analyse the
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company’s situation and the environment, make decisions and analyse the results several 

times. Therefore, the participants are able to learn their mistakes and improve their decision 

making skills, and due to repetition, the learning takes place in way that the issues covered 

remain in the memory longer.

RELEVANCE

Business simulations are usually used as a part of the training package that consists of, for 

example, lectures, exercises and the actual simulation. The training is, and should be, planned 

in a way that all components of the package support each other. Hence, the simulation is 

linked both to the lectures and the exercises. Consequently, the participants are able to see the 

relevance of the simulation.

In the case of customised business simulations, the relevance principle becomes even more 

important. As the simulation is developed according to the needs of the organisation, the 

issues embedded in it reflect the actual decision making environment within the company. If 

the lectures, other parts of the training and naturally the simulation are designed in a way that 

captures the essential parts of the organisation, the participants are able to see the relevance of 

the training. Consequently, the training becomes more effective and, from the participants 

viewpoint, more motivating.

TRANSFERENCE

Transference is a crucial issue in the context of business simulations. Often, the simulation is 

used to illustrate some key concepts in a functional area, say in marketing. If the participants 

are responsible for marketing activities within the company, the issues are likely to be 

transferable to their daily responsibilities. On the other hand, as simulations are often used as
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a tool to develop employees systems thinking about business in general, some issues 

embedded in the simulation may not be transferable to participants’ work. Therefore, business 

simulations often fail in benefiting from transference as a learning principle.

The level of transference is affected to a great extent by customisation. If the simulation is 

tailor-made for a certain organisation and it deals with similar issues than the participants do 

in their daily work, they are likely to be able to transfer the issues to their activities. However, 

customisation does not delete the problem discussed in the previous paragraph, but some 

areas of decision making may not be transferable to every employee, especially is the 

simulation covers the whole organisation.

In this context, one of the most important issues is the distinction between training and 

development. Development is usually used to refer to a process of preparing an employee for 

future job responsibilities, whereas training is teaching employees how to perform their jobs 

(Schwind et al 1999). Therefore, simulation training concentrating on internationalisation may 

be training for an executive responsible for international marketing simultaneously as it is 

development for a marketing assistant. Hence, the issues covered in the simulation may be 

transferable to the executive’s daily activities but not to those of the assistant. However, as 

simulations are often used to develop managers for their future assignments, the issues may 

be transferable to their future, not today’s, activities.

FEEDBACK

As discussed in the introductory chapter to business simulations, feedback is a vital part of the 

training. Usually after every financial year, the participants are given feedback regarding to 

the analysis that they have made, the decisions and naturally the results that they have
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achieved. In addition, it can be argued that the actual simulation model continuously provides 

the trainees with objective feedback. Hence, the participants are given instant and frequent 

feedback that helps them to learn from they mistakes and improve their performance. 

Therefore, simulations are clearly an effective training tool that benefit from feedback as a 

learning principle.

To sum up the discussion of business simulation and the five learning principles it can be 

argued that simulations use all the five principles. This applies especially to customised 

business simulations that are developed according to the needs of the organisation ad taking 

the learning objectives into account. Therefore simulations are not only an effective training 

technique, but they will provide the participants with motivating learning tool.

3.7 Summary

This chapter has discussed business simulations as training tools in human resource 

development. It has analysed business simulations, examined training techniques and 

discussed simulations’ effectiveness. It can be concluded that business simulations are 

effective tools in human resource development. This applies especially to customised 

solutions that bring several additional benefits compared to software type simulations. 

However, companies using simulations should carefully implement the training in order to 

overcome possible problems.

The following figure illustrates the issues examined in this chapter. It argues that the company 

designing its human resource programmes should carefully analyse its HR needs. Based on 

this analysis, the company should make decisions on the characteristics of the training and on 

the possible business simulation used in them. The figure also illustrates the main 

characteristics of business simulations that the company must be aware of and make decisions



c 67

on. The balance of the HR needs and the characteristics of the simulation will have a direct 

impact on the effectiveness of the training.

Figure 3.7 Business Simulations in Corporate 
HRD Programmes

Human
Resource

Needs

Characteristics of the 
simulation

•Desired Behaviour 
•Nature of Time 

•Scope
•Level of Customisation

Effectiveness 
of the 

simulation 
training

3.8 Frame of Reference

Based on the summaries presented above and at the end of the second chapter, a frame of 

reference can be developed. Every major change in company strategy, organisation, or 

operations will definitely have an effect on human resource needs of the company. This 

applies also Internationalisation. These needs can be met by recruiting, effective human 

resource management and human resource development. As discussed when analysing 

strategic human resource management and development, the effectiveness of the HRD effort 

is affected to a great extent by the balance between the HR need and the characteristics of the 

HRD techniques and programmes. The following figure 3.9 illustrates these relationships.

This frame of reference was used as a basis for formulating the questions for the pilot 

interviews. The purpose of the study was to explore internationalisation as this major change. 

In addition, the focus was on human resource development and on the characteristics of
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business simulation training. The model developed based on this frame of reference and 

interviews with senior directors will be presented in the fifth chapter.

Figure 3.8 Frame of Reference

Means to meet HR Needs

Increased

HumanInternationalisation

Resource

Needs

Characteristics of

Effective HRM

Recruiting

Human
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Development

Balance ◄ the Training
^ Programmes
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4. Methodology

The purpose of this chapter is to outline the research design and the execution of the empirical 

study. The chapter presents both the initial interviews and the case study approach that was 

chosen as well as the data gathering and analysis strategies applied for achieving greater 

understanding of the research phenomenon. However, first I will briefly discuss the research 

process.

The study consisted of three different stages as depicted in the Figure 4.1. During the first 

stage, literature on internationalisation and its effects on human resource needs as well as on
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business simulations was analysed. Based on this analysis, a frame of reference was 

developed and presented in figure 3.9.

During the second stage, the data Figure 4.1 Structure of the study

collection included personal interviews 

with several senior managers, as well as 

collection of documents and other written 

material. The goal of this stage was to get 

broader understanding on the issues 

discussed in the theoretical part. Based on 

these interviews, a model describing 

internationalisation’s effects on human 

resource needs and business simulations’ 

role in meeting these needs was developed. 

This model is presented in the figure 5.1.

In the third stage, an in-depth case study

Body of Research 
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Internationalisation

Body of Research 
on Business 
Simulations

Summary presented 
in section 2.4
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in section 3.7

Pilot
interviews

in
Finnish [ 

companies

Frame of Rererence 
presented in section 3.8

Model
presented in Chapter 5

Case j- 
Study

on
Sonera

Ltd

>
Discussion on the 

Model in section 6.5

on Sonera ltd was made. The goal of this stage was to get more in-depth understanding on

internationalisation’s effects on HR needs and especially on business simulations’ role in

corporate HRD programmes. In addition, the model developed was tested in Sonera ltd in 

order to find out whether it was applicable to Sonera’s situation. This discussion in presented

in the sixth chapter.

4.1 Pilot interviews

In the first stage of the study, senior managers responsible for Human Resource Management 

of Finnish multinational companies were interviewed in order to get broader understanding of
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the implications of internationalisation on human resource needs and development. In 

addition, substantial amount of material was collected in order to get more comprehensive 

understanding on the approach that the companies have on international the issues studied. 

Because the case company was Finnish, it was important to know what how were other 

Finnish internationalising companies were doing in regard to human resource development. 

Therefore, the empirical research was made amongst Finnish internationalising companies in 

the form of interviews. The research questionnaire is presented in Appendix.

The interviews were made from June 1999 to August 1999, and 4 senior managers in different 

Finnish companies were interviewed. In addition, the companies and the interviewees 

provided additional information regarding the research problem. The companies were chose 

using several criteria, of which rapid internationalisation, high level of internationalisation, 

large size and the existence of corporate level human resource function were the most 

important ones. As the purpose of the study was to examine the implications of 

internationalisation on human resource needs, it was most appropriate to use companies that 

have experienced this phenomenon during relatively limited time span. In addition, 

substantial international commitment was considered to be important, as the importance of the 

international business is likely to have direct impact on the level of HR needs within the 

company. Finally, the existence of corporate HR function was a prerequisite for choosing the 

company. This is naturally due to the fact that if HR issues are dealt within country 

organisations, the group as such is not experiencing the implications of increasing 

international commitment on HR needs.

The actual interviewees were in senior positions. As the purpose of the study is to examine 

corporate level of phenomenon, it is very likely that the senior people would have strategic
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approach to human resources. In addition, the interviewees were likely to have substantial 

amount of information on human resource issues as they were responsible for human resource 

management and development. Finally, their high position enabled access to corporate 

material on the issues examined that were very useful in analysing the data.

4.2 Case Study

The research setting was such that, following Yin (1994, 16-20), a case study had a distinct 

advantage: it asked a “how” question about contemporary phenomenon over which the 

researcher had little if any control. Case studies can rest on either qualitative or quantitative 

data, and this study was a qualitative one.

4.2.1 In-depth Case Study

There are several grounds for the selected method. First, as already mentioned, the research 

question could be answered using the case study method. Second, single case study was 

chosen in order to gain an in-depth understanding of the research phenomenon, both in terms 

of the number of factors studied and sources of information used (Yin 1994). Third, as 

mentioned in the second and third chapter, there is a limited amount of research done on the 

issue to be studies, therefore exploratory, embedded case study approach seems particularly 

appropriate (Yin 1994). Finally, it can be argued that Sonera Ltd is an extreme case, as the 

company has been internationalising very rapidly and is large in size..

4.2.2 Selection of the Case Company

The company was chosen taking both two major issues that defined the research problem into 

consideration. First, the company should have internationalised relatively rapidly and have 

substantial share of its operations abroad. This is due to the fact that when the company 

becomes internationalised in a limited amount of time, it can analyse its effects on HR needs 

more carefully. In addition, when the international operations of the company have a major
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role within the overall operations, they are likely to have also an impact on HRM and 

development issues, and naturally on HR needs. Finally, it should have corporate human 

resource function that takes care of the corporate level HR issues.

Second, from the other perspective, i.e. how the company is trying to meet these needs, the 

company should use business simulations in its human resource development activities. 

Therefore, the choice of Sonera Ltd as case company is likely to increase understanding of the 

issue to be studied.

4.2.3 Data Collection

Data was collected from multiple sources of data. Naturally, personal interviews with the 

company representatives were conducted. In addition, the company provided a substantial 

amount of material on both human resource issues and internationalisation process. The 

researcher had access to the Sonera Simulation which enabled first hand information on the 

actual simulation. Finally, substantial amount of public data was used in order to develop a 

broad understanding of the company, its internationalisation process and human resource 

development.

During the research, a wide variety of documentary information such as internal newsletters, 

annual reports, newspaper clippings was used. Even though most of this material was not 

designed for this purpose, they served well the objective of verifying and checking pieces of 

information gathered from other sources. Indeed, for case studies, the most important use of 

documents is to corroborate and augment evidence from other sources. (Yin 1994).

Interviewees within the case company represented both the Corporate Human Resource 

function and participants of the simulation training. The first group of interviewees was
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selected in order to gain understanding of the goals of Sonera’s HRD goals and activities and 

examine the use of business simulation from company’s perspective. The other group was 

interviewed in order to find out whether the simulation training managed to reach the goals 

that were set for it.

4.2.4 Data Analysis

The phase of data analysis was time consuming given the large amount of data. The analysis 

largely followed the general “rules of thumb”. Different sources of data were compared in 

order to build comprehensive understanding of the issue. Representatives of the case company 

provided great amount of assistance in analysing and interpreting the data.

4.2.5 Validity and reliability

Yin suggests that, as with the quality of any empirical social research, four tests can be used 

to establish the quality of case studies. These tests are construct validity, internal validity, 

external validity and reliability. Internal validity test is only a concern for causal case studies 

and is not of relevance here.

In order to improve the compatibility between concepts and their operationalisation, i.e. 

construct validity (Yin, 1994, 33-34), pilot interviews were made. In addition, multiple 

sources were used in order get insights into the research phenomenon from multiple 

perspectives.

External validity tests deal with the generalisability of study findings. According to Yin 

(1994, 36) the method of generalisation in case studies is “analytical generalisation” as 

opposed to statistical generalisation typical of surveys. In analytical generalisation, the 

investigator is aiming at generalising a particular set of results to broader theory. In this study,
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the model linking internationalisation’ s effects on human resource needs and use of business 

simulations were tested in the case company in order to test the applicability of the model. 

Based on this replication logic, it can be argued that the model developed in this study has 

external validity.

To add to the study’s reliability, the research process has been examined in this chapter (Yin 

1994, 36-37). In addition, the material collected during the research process is carefully 

organised.

4.3 Limitations

Human resource needs can be met by recruiting, effective human resource management and 

human resource development. In other words, HRD is not the only method of increasing 

organisations’ human resource capabilities. However, this study has mainly concentrated on 

actual human resource development in meeting the HR needs within the organisation. 

Therefore, the model does not cover other means of meeting the HR needs that 

internationalisation initiates, but it concentrates only on human resource development.

Human resource development that is meant for managers and experts can basically have two 

goals. First, it may aim at developing participants’ management skills and, second, the 

purpose may be to improve leadership skills. As mentioned also earlier, business simulations 

are fundamentally meant for developing participants’ management skills. However, the actual 

training session is likely to develop also leadership skills. Therefore, the model is limited as it 

mainly concentrates on management capabilities.

In addition to the actual model developed based on the research, the election of the case 

company introduces additional limitation. Naturally, the industry of the company requires
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substantial amounts of knowledge in IT, making the use of business simulations more suitable 

than in more traditional industries. In addition, as the building process of a business 

simulation requires substantial financial and human resources, in many other industries 

companies are not able to invest in simulation based training. This applies also to smaller 

companies.

5. Business Simulations as HRD tools in Internationalising 

Companies

In the second chapter, this paper examined the influences that increasing international 

commitment has on human resource management. The third chapter examined business 

simulations as human resource development tools in companies. On that basis, the goal of this 

chapter is to present a model that links the benefits that business simulations can provide to 

the needs that internationalising companies have. In other words, this chapter examines the 

most suitable uses of business simulations in companies that are facing challenges in their 

human resource development due to increasing international challenges.

This chapter will start by presenting the findings of interviews with senior managers in 

Finnish companies concerning internationalisation’s effects on human resource development 

needs. Second, this chapter presents model that links increasing HR needs and business 

simulations. Second, it will analyse all three major links in detail and discuss the limitations 

that these links have. The model is based on the frame of reference presented in the figure 3.9 

and interviews with several senior directors that are responsible for human resources in

Finnish companies.
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5

5.1 Internationalisation’s effects on human resource needs

Based on the general discussion in the second chapter on internationalisation, its effects on 

human resource management and development, the goal of this section is to continue the 

analysis by reviewing the results of interviews with several senior directors in five Finnish 

companies having a substantial role of international operations. The following discussion will 

explore the most cited areas of human resource needs that are caused by increasing 

internationalisation.

ORGANISATIONAL LEARNING

During the internationalisation process, the importance of accumulating the knowledge into 

the organisation becomes critical (Finne 1999; Aarnio 1999). The firm should appreciate that 

its accumulated organisational learning is embedded in its stock of human capital. Therefore, 

it has to develop systems, which enable it to transfer that accumulated knowledge around the 

organisation as well as create new skills. Therefore, internationalising companies have to 

develop both new information sharing procedures and invest in human resource development 

in order to build knowledge within the organisation. Consequently, internationalising 

companies should develop HRD programmes that facilitate their becoming learning 

organisations

LEADERHIP SKILLS

According to most of the interviews, leadership skills are considered to be very important 

during major changes in company’s goals and strategies and therefore also during the process 

of increasing internationalisation. For example, if the development takes place relatively 

rapidly, and the situation within the company remains rather unclear, the importance of 

managers’ ability to lead their subordinates becomes huge. Therefore, HR programmes should
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also aim at improving managers’ leadership skills in general, and their change management 

capabilities in specific.

BUSINESS UNDERSTANDING

As the internationalisation proceeds and the operations and structures of the firm become 

more complicated, the firm has to make sure that its senior managers have good business 

understanding (Niitamo 1999, Finne 1999). Basically, the company should make sure that the 

key managers of the company have the basic knowledge on international business strategies, 

structure of the company and its product portfolio. In addition, senior managers should 

understand the role that they have and what role do their own responsibility areas play in the 

whole company. Therefore, HRD programmes in internationalising companies should aim at 

increasing participants’ understanding of their business.

DECISION MAKING SKILLS

Internationalisation leads to more complicated decision making situation. This is due to 

increasing number of variables affecting the decision and more complex interrelationships 

both between the company and its environment and also within the company (Finne 1999, 

Niitamo 1999). Hence, this complexity increases the requirements of the decision-maker. 

Therefore, HRD activities of internationalising companies should provide the decision-makers 

with tools to improve their decision-making skills. Based on interviews, it seems that the 

international i sation process of major Finnish companies have led to need of experienced 

international managers that are able to make decisions in the international marketplace 

(Niitamo 1999). Consequently, in the future, HRD programmes in Finnish companies are 

likely to put a lot of emphasis on decision-making skills.
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STRATEGIC UNDERSTANDING

During the internationalisation process, and even before that, the strategic framework of the 

company is likely to change substantially. This includes, for example, setting new corporate 

goals, developing new strategies and tactics. This strategic change and especially its effects 

on individual managers’ responsibilities and their preferred behaviour is huge. However, the 

time it tales from the change to actual change in manager’s mindsets is long (Niitamo 1999, 

Aario 1999, Finne 1999). This means, that companies should facilitate the change in 

managers’ understanding of the strategic situation of the company. Therefore, HRD 

programmes should aim at developing and sometime changing managers’ strategic thinking 

of their own company.

CULTURAL SENSITIVITY

During the later stages of internationalisation, companies tend to have highly multicultural 

workforce. In addition, companies that are only beginning their outward internationalisation 

process may employ foreign nationals in their home country. Despite the type of 

internationalisation, operating in a multicultural environment requires cultural sensitivity. 

Multicultural workforce is simultaneously capable of delivering considerable advantages 

while being susceptible to tremendous problems (Ansaharju 1999). Therefore, companies 

should put emphasis on cultural sensitivity training and integrate it to their IHRD 

programmes.

SPECIFIC SKILLS

In addition to general strategic and tactical issues, internationalisation leads to increasing 

training need relating to specific issues. These issues cover language training, area 

information programmes, issues dealing with specific functional areas, such as international
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finances, logistics and trade and may other, relatively detailed issues. However, training 

dealing with issues like these relates often to specific programmes meant for future 

expatriates. These specific issues are researched to a great extent, and his approach of seeing 

different programmes as separate contrasts clearly with strategic approach to HRD.

EXPATRIATE DEVELOPMENT

In the later stages of internationalisation, the importance of recruiting and selecting right 

people to key expatriate posts becomes important. Moreover, the company has to be able to 

train and develop international managers. As mentioned also earlier, this area of IHRM has 

been examined to a great extent, especially when taking other areas into consideration. Many 

Finnish companies tend to have developed HRD procedures that consider expatriate 

development as a part of the whole HRD field (Ansaharju 1999, Niitamo 1999). In this 

context, expatriate issues are considered to be a part of the overall IHRD picture.

Consequently, it seems that internationalisation leads to three major types of human resource 

needs. First, in the firm level, the organisation should become a learning organisation. In the 

individual level, both managers’ leadership and management skills need to be developed. 

Therefore, HRD efforts in internationalising companies should cover all these needs. Business 

simulations, unfortunately, cannot be used to meet all of these needs, but they are effective 

tools in developing managers’ management skills.

5.2 The model

One of the most important goals for any human resource development concentrating on 

management rather than leadership issues is to help the decision makers to make better 

decisions. However, making good decision requires understanding the link between corporate 

level strategic framework and the individual decision making situation. In every decision
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making situation, the big picture should be taken into consideration in order to act according 

to the overall strategy. Therefore, decision-makers should be able to link their decisions to 

corporate level variables.

Business simulations can be used to build this understanding. As mentioned also earlier, 

business simulations can be used to increase participants’ ability to see the interrelationships 

within the company. Similarly, simulations can increase participants’ ability to see the 

interrelationships between corporate level variables, such as overall goals, strategies, and 

decisions, and the individual decision making situations. In other words, the simulation 

training provide the participants with ability to see three different types if links within the 

company: First, the relationships within different functions, areas and companies; second, 

links between company and its external shareholders, and finally, the relationships between 

different types of decision making layers.
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Figure 5.1: Internationalisation and Business Simulations
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The following model presents the overall use of business simulations in internationalising 

companies. As discussed in the second chapter, internationalisation leads to increasing human 

resource requirements and growing human resource development needs. This effect is 

illustrated with the left arrow. These business requirements lead to changes in human resource 

needs, of which part can be met by human resource development. Naturally, these needs are 

wide and varied, and range from increasing cultural awareness to understanding different tax 

regimes. Therefore, not only one training method can be used to meet these needs, but 

companies need to employ several techniques.

Business simulations can be used to meet some of these needs. However, not every benefit of 

business simulations has major implication on HRD in internationalising companies, but some 

of these have more applicability. The arrows linking increasing human resource development
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needs and business simulations illustrate the three major benefits that business can provide 

internationalising companies. These benefits will be discussed in the following sections in 

greater detail.

As the model depicts, business simulations can meet the increasing need for human resources 

development in internationalising companies in three different levels. First, simulations can 

be used to increase strategic thinking by illustrating the company, its strengths and 

weaknesses, the opportunities and threats in its future, and presenting corporate goals and 

following up the development towards these goals. Second, simulations can be used to 

illustrate various interrelationships both within the company and between the company and its 

external stakeholders, i.e. develop participants’ systems thinking skills. Finally, simulations 

can be used to improve the decision-making skills of the participants.

As presented in the figure 5.1 (page 81), these three main benefits of business simulations are 

interrelated. At the top of the figure, the most strategic level is presented and the triangle 

begins at that level. It illustrates the importance of reflecting the overall company variables in 

to any individual decision making situation. For example, if an IT company has decided to 

concentrate on providing its customers with comprehensive IT services, every manager 

should follow up this line in his business. Therefore, business simulations can be used to 

illustrate the importance of linking corporate policies to individual decisions.

5.3 Strategic framework

5.3.1 Need to communicate the strategic framework

When a company is experiencing major changes in the corporate strategy and in the 

organisation, there are usually major difficulties in employees and managers understanding
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the changed strategic framework (Finne 1999, Ansaharju 1999). After a major reconstruction 

of the corporate goals and strategies, only the top management may be aware of the new 

situation. However, before the company has been able to implement the new strategy, the 

whole organisation should become aware of the new changed framework (Finne 1999, 

Ansaharju 1999). Consequently, there is an increasing need for communicating the major 

changes to the organisation.

This need covers many, thought interrelated issues. First, the top management usually needs 

to communicate company’s long and short-term goals. This is especially important as every 

employee should be aware of the corporate goals and their role in achieving them (Niitamo 

1999). Second, the organisation should be aware of the strength and weaknesses of the 

company, as well as of the view that the management has on the future (Ansaharju 1999). In 

addition, the management should make the organisation aware of the strategy that the 

management has chosen in order to achieve those goals. The following figure, which was 

presented also in the previous chapter, illustrates this framework.

Figure 5.2: Business Simulations and Strategic Framework
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This issues is very relevant also in internationalising companies. As the spectrum of different 

possibilities in doing business expands due to internationalisation plans, there is a growing 

need for increasing awareness of the company, its organisation and naturally its vision. 

However, when the situation changes, the reality and manager’s perceptions of it become 

increasingly different. Therefore, the top management should share its views on the corporate 

goals especially as to the future of its international operations.

5.3.2 Strategic framework and business simulations

As discussed earlier, there are a huge number of studies indicating that there is a lack of 

international awareness within newly internationalising companies. In addition, increasing 

this awareness seems to be a difficult task (Ansaharju 1999, Finne 1999). However, as the 

people in the company obviously should know what is the corporate goals and its strategy, 

companies should make sure that the personnel has at least some understanding on strategic 

realities within the company. This leads to increasing motivation and effectiveness (Ansaharju 

1999, Finne 1999). In addition, when the organisation is aware of the strategic framework of 

the company and the goals of the organisation, the firm becomes more flexible and self

directing (Niitamo 1999). Consequently, companies should try to develop tools to 

communicate the strategic framework and company vision.

It can be argued that traditional training techniques, such as lectures, are inefficient tools in 

communicating strategic changes both in the environment and in company goals and 

strategies. Lectures, for example, tend to require only a limited amount of participation, and 

therefore lecturing about company’s goals and strategies is more like information sharing, not 

developing managers’ mindsets, and therefore it is likely to be inefficient. Consequently, in 

order to increase strategic understanding within the company especially during its
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internationalisation process, the management should try to develop human resource 

development tools.

As discussed in the context of business simulations, it was argued that company-specific 

business simulations require analysis and decision making from the perspective of the 

company. Therefore, as the participants of strategic simulation training are making decisions 

that are usually made by company executives, they gain strategic insights into the company 

policies. Consequently, customised business simulations can be used to increase strategic 

awareness in internationalising companies.

All the strategic issues that were described in the Figure 5.2 (page 83), can be incorporated in 

a business simulations. As to company’s strengths and weaknesses, the simulation is always 

built in a way, that relative competitive strengths and weaknesses are built in the model. For 

example, the company may have a superior technical know how in a business compared to its 

domestic competitors. However, when going abroad, it should realise that foreign competitors 

may have much higher level of technical know how. Therefore, the simulation can illustrate 

the new competitive situation abroad and point out the need for investments in research and 

development.

Similarly, future opportunities may be included in the simulation. For example, if the 

company has been able to develop its know how in a particular business in the domestic 

market that is much more sophisticated than most of the possible foreign target markets, the 

simulation can be built in a way that internationalisation in the specific business to certain 

markets provides the company with very profitable opportunities. Consequently, the
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simulation can be used as a tool to illustrate the opportunities of internationalisation and its 

effects on company performance.

Also, simulations can cover future threats of internationalisation. For instance, even though 

some foreign market of operation may me profitable at the moment, in the future the 

competition is predicted to increase leading to eroding prices and diminishing market shares. 

Thus, the simulation can illustrate the impact that increasing competition has on industry’s 

competitive situation and company’s finances.

Business simulations are usually built in a way that enables a substantial number of variables 

that can be used to measure the performance of the company. These measures range from 

traditional financial measures, such as income statement and balance sheet, to more abstract 

measures, such as customer satisfaction and level of competence in one particular business. 

Therefore, with a customised business simulation, the company is able to illustrate different 

ways of monitoring the business and follow up the development towards corporate goals. This 

aspect is dealt with in the next section.

Finally, the business simulation can be used as a tool to present and communicate the 

corporate goals. For example, if the goal of the management is to increase the percentage of 

its foreign operations from the current level of 12% to 45% within five years, the exact same 

goal can be incorporated in the simulation and the development will be followed up on a 

frequent basis. Therefore, the simulation can be used to point out the strategy for increasing

internationalisation.
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As a summary, it can be argued that business simulations, especially if they are customised 

and deal with strategic issues, can incorporate the whole strategic planning exercise. They can 

include the need to analyse company’s strengths and weaknesses and examine future 

opportunities and threats. They may require formulation and implementation of corporate 

strategy. In addition, they enable a comprehensive follow-up of the company performance. 

Finally, customised business simulations can be used as a tool to present and communicate 

corporate goals.

5.4 Systems thinking

5.4.1 Changes in internationalising organisations

As the company expands its international operations, its organisation becomes more complex. 

The change in the organisational structure is often characterised as constant, and the 

organisation is developed according to the current needs of the business (Beamish et al 1997 

p. 150-168). The variety of different organisational structure is wide ranging from 

international functions to transnational structure (ibid.). Therefore, it becomes extremely 

difficult to understand the relationships within the company as both formal and informal 

relationships change (Finne 1999, Aarnio 1999). Consequently, these inter-firm linkages are 

constantly changing and this change introduces challenges to international HRD.

Internationalisation of the company is often accompanied with relatively rapid growth. This 

growth fundamentally leads to increasing organisational complexity (Firme 1999, Ansaharju 

1999). In addition, the growth takes place often with restructuring of the company operations, 

namely selling of some businesses and acquiring and forming others (Beamish et al 1997 p. 

150-168). In addition, companies tend to outsource many of their activities. Consequently,
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these major changes in the organisation lead to changes in the structure and activities of the 

company.

In addition to these internal changes, the company is affected to a great extent by its external 

stakeholders, such as shareholders, customers, suppliers and the government. This applies 

both to the company’s situation in the domestic and in its international markets. Organisations 

should be able to see themselves as a part of their environment and try to see the company and 

the surroundings as a system (Ansaharju 1999, Niitamo 1999). Therefore, it is of utmost 

importance to the success of the company that the organisation is able to develop a systems 

perspective of the company. Consequently, human resource development programs should 

stress the systems thinking approach.

5.4.2 Business simulations and systems thinking

Business simulations can be used in three ways in order to increase participants’ 

understanding on the company. Basically, simulations deal with links within the company, 

they draw lines between the company and its environment and finally present the company 

within its environment. The following figure, which was discussed briefly in page 53,

illustrates these aspects.
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Figure 5.3: Business Simulations and Systems thinking
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First, business simulations are fundamentally excellent tools in illustrating inter-company 

relationships (see for example Keys and Wolfe 1990). For example, in a company that is 

expanding its international sales organisation, business simulations can be used in order to 

illustrate the links between the (domestic) production function and increasing number of 

foreign sales offices. In this case, the simulation may be used to present the importance of 

balancing sales and production and co-ordination between different foreign sales offices. The 

number of inter-company linkages is increasing rapidly when the company is adding new 

sales offices and even foreign production units. Therefore, business simulations can be 

effectively used in internationalising companies to illustrate the increasing number of linkages 

within the company and increase awareness about the company as a system.
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Second, as discussed in chapter 3, simulations can be used as a tool to present the company as 

whole. For example, if the company is growing relatively fast the personnel needs to keep up 

with the development. This applies especially to the management of different functions in 

different countries that have to realise the company as s whole and corporate goals’ effects on 

the business.

Third, the simulation fundamentally incorporates company’s relationships with its external 

stakeholders. In addition to the issues discussed in the section Systems thinking (pages 52- 

54), internationalisation introduces several changes in the relationships between the company 

and its external stakeholders. These changes have a direct effect on the strategies and decision 

making within the company. Therefore, the decision-maker should be able to take these 

changes into consideration when making decisions. Business simulations as a HRD tool can 

be used to teach the decision-makers the impacts that the changed relationships have on the 

business.

First, business simulation can illustrate differences between domestic and foreign customers. 

For example, if the company has been operating only in the domestic market, the same 

marketing principles, such as relying on direct mainling, may not apply in the new foreign 

market. In this case, the simulation may be used to illustrate differences between customer 

preferences and their buying power, for instance. As discussed in the previous chapter, 

simulations have often be used in academic education of international marketing. Therefore, it 

seems obvious that they can be also used in illustrating differences between domestic and 

foreign customers.
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Similarly, customised business simulations can illustrate differences in domestic and foreign 

suppliers. This applies also to companies that have not started their outward 

internationalisation process, but are importing either products or know-how abroad. In this 

context, simulations can be used to illustrate the impacts that imported know-how has on the 

competitive edge of the company (Ansaharju 1999).

The relationships between the company and its competitors can be also incorporated in the 

simulation. In international context, customised business simulations are useful tools in 

illustrating the competitive situation in different target markets and company’s competitive 

advantage in those markets. Therefore, business simulations can be used to increase 

managers’ understanding of international competition, the differences between foreign 

markets and the changes that the internationalisation process has on the competitive 

advantage of the company. In addition, they can be used to illustrate the impacts on foreign 

competition in the domestic market.

During the later stages of internationalisation, the relative importance of foreign labour 

markets becomes greater as the company is able to recruit employees from foreign labour 

markets. Business simulations can incorporate that the possibility of employing foreign 

employees has. For instance, the simulation may include relative costs or knowledge levels of 

employees in different markets. Therefore, the simulation develops participants’ 

understanding of IHRM issues.

Government is one of the most important variables that must be taken into consideration when 

making decisions on internationalisation. However, as the company has been operating only 

in one, domestic market, actions of foreign governments introduce new variables that have
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not been relevant when making decisions in the domestic context only. Therefore, business 

simulations can be used to illustrate differences in the legislative environment and 

governments’ policies. Also, the political risks that stem from the actions of foreign 

government can be illustrated in the simulation.

Consequently, business simulations can be used as tools to represent the linkages first within 

the company and second, between the company and its domestic and foreign environment. In 

addition, as discussed when introducing the overall framework, simulations can be used to 

illustrate the links between strategic level variables and individual decision making situations. 

In conclusion, customised business simulations are effective tools in developing systems 

thinking.

5.5 Decision making complexity

5.5.1 Internationalisation and decision making complexity

Internationalisation of the business makes the decision making more complicated compared 

with that in domestic business only (Firme 1999, Ansaharju 1999, Aarnio 1999). This is due 

to several factors. First, the number of decisions to be made is much greater than when the 

company is operating only in the domestic market. For example, if the company has had to 

make pricing decision only in one currency, operating with several currencies complicates 

pricing decisions.

Second, in addition to the number of decisions to be made, the number of variables that must 

be considered when making decisions will be greater in international context (Finne 1999, 

Ansaharju 1999). For example, the number of competitors is likely to be much greater leading
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to increasing number of products to benchmark when planning product adjustments and 

promotional campaigns.

Finally, as the company is operating in several markets and the interrelationships within the 

company and in the industries it operates are more complicated, the effects that decisions 

have are more difficult to follow (Finne 1999). Consequently, making decisions in 

international business is more complicated than when the company is operating only in the 

domestic market.

5.5.2 Business simulations and decision making skills

As discussed in the context of benefits of business simulations, it was argued that simulations 

are effective tools on teaching both general decision making skills and providing guidelines 

for specific decision making situations. In internationalising companies, the importance of 

this benefit is substantial. As discussed above, 

internationalisation increases the complexity of 

decision making. Therefore, human resource 

development should give the decision-makers

Figure 5.4: Business Simulations 
and Decision making
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the company establishes a subsidiary, the repatriation decision becomes in some situations 

even crucial for the success of the company. Business simulations can easily incorporate this 

decision making situation, and therefore introduce it to the participants and illustrate the 

factors that must be taken into consideration when making decisions on repatriating profits.

In addition, internationalisation leads to an increase in the number of variables that must be 

taken into consideration when making decisions (Niitamo 1999, Ansaharju 1999). For 

instance, the company may have previously considered only domestic interest rates when 

making financing decisions when it has operated only in the domestic setting. However, when 

it becomes more internationalised, it may prove to be more economical to raise funds abroad. 

Therefore, the company has to analyse interest rates and future exchange rates in different 

countries in order to make a well-informed financing decisions. This issue can be illustrated 

in business simulations, and therefore help the participants to understand international 

finance.

6. Applicability of the Model to Sonera Ltd

Having discussed international i sation and its effects on human resource management and 

development in the 2. chapter and business simulations in the 3. chapter, this study presented 

a model linking human resource needs stemming from internationalisation process to the use 

of business simulations. In this chapter, this model presented in the 5. chapter is applied to a 

case company, Sonera Ltd. The goal of this discussion is to examine whether the model 

developed is suitable in linking increasing human resource needs of the company to business 

simulation based human resource development programmes in Sonera Ltd.

This discussions starts by giving a brief overview of the company. After that, the 

internationalisation aspects of the company are examined and their implications on human
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resource needs and development are analysed. Furthermore, business simulations within the 

company’s HRD programmes are discussed.

6.1 Sonera Ltd and internationalisation

6.1.1 Company profile

Sonera is an international, growth-oriented telecommunications company whose strategic 

areas of mobile communications and data and media communications form a powerful 

combination. Sonera as well as the telecommunications field and technology have changed 

considerably in recent years. Sonera has developed in Finland's advanced, competitive market 

into a strong telecommunications company. Now, as competition in the sector opens up 

elsewhere, Sonera also aims to take advantage of the opportunities given by the changes in the 

operating environment in the international markets (Sonera Annual Report 1998). Therefore, 

Sonera's greatest opportunities for growth lie outside Finland. The most important challenge 

of the company is to develop its core competencies and employ them both in Finland and 

abroad.

The company and the Finnish telecommunications industry have been very sophisticated 

during the past ten years even in the global scale. Sonera has been and remains a pioneer in its 

field, and that is how it wishes to stand out from other, more traditional teleoperators. The 

company focuses on those areas in which its skills are strongest, namely personal 

communications, with related value added services, and business communications (Sonera 

Annual Report 1998).

6.1.2 Business areas and business development

Sonera has a wide selection of services, but the company has defined the areas of its business 

operations on which it focuses its development and in which it provides services even
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internationally. These areas are mobile, data and media communications (Sonera Annual 

Report 1998). The graph in the section financial performance illustrates the major role of 

these two businesses. Basically this strategic choice means that the company will 

internationalise to selected markets with the same products and services as it operates in the 

Finnish market. Therefore, the internationalisation of these two businesses will account for a 

major part of the internationalisation of the whole company.

Sonera offers mobile communications services to private and business customers. In Finland, 

the mobile telephone penetration is the highest in the world: approximately 60 per cent of 

Finns already have a mobile telephone. Sonera is the market leader with a two-thirds share of 

the market, based on revenues. The company has approximately two million customers. In 

addition, Sonera has significant shareholdings in a number of mobile telephone companies 

outside Finland. In March 1999, these companies had altogether 4.6 million customers. 

(www.sonera.fi, 25.7.1999)

Data and media communications include data transfer solutions for businesses, and service 

media and Internet services for private individuals and companies. Sonera tailors these 

services and systems as far as possible to individual needs. These two major lines of business 

need to be developed continuously in order to keep up with the development in the industry 

and to survive in the increasing competition both in the domestic market and abroad. 

Therefore, the company has to invest substantial amounts in the business and human resource 

development in these businesses.

Sonera is an innovative developer of service products and packages for its bold, enterprising 

customers. The company was the first in the world to offer, for example, Internet access for
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mobile telephones and a service that integrates a company's telephone exchange with mobile 

telephones. In December 1998, Sonera was the first company in Europe to introduce an IP 

communications network that integrates the functions of the Internet and a telephone network 

into the same information network. In February 1999, Sonera was the first company in the 

world to introduce a SIM-card-based digital signature technology for wireless networks. The 

new technology enables secure network transactions and commerce (www.sonera.fi, 

25.7.1999) Sonera has invested in technological know-how more than telecommunications 

companies on average. In 1998, Sonera used about 3.2 per cent of its revenues on research 

and -development. Sonera develops its products for world-wide use. The commercially 

attractive solutions include new services for mobile communications and advanced data 

transfer solutions that are utilised for example in electronic commerce.

6.1.3 Financial performance

The growth of the company has been substantial even when taking the nature of the business 

into consideration. Between 1994 and 1998 Sonera's revenues grew on average by 16 per cent 

a year. Average growth in the sector globally over the same period was about 9 per cent 

(www.sonera.fi, 25.7.1999). For companies in the sector, the more they have limited 

themselves to traditional business of a telecommunications company, the slower their growth 

has been. Personal communications and related services are one of the leading growth areas in 

Sonera's operations. A second important growth area is corporate communications, which 

Sonera carries out as a service provider primarily in the advanced markets of Europe. 

Therefore, the company has to grow in several businesses and both in the domestic and 

foreign markets. The following figures give an overview of the development of the company 

during the past five years.
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Figure 6.1 Key Performance Higlights
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Sonera’s financial development has been 

affected to a great extent by the rapid 

growth in the telecommunications 

business in which the margins have been 

relatively high. However, in the near 

future, the competition will increase 

leading to decreasing margins In addition, 

the growth rate in the mobile 

communications is likely to decrease.

Therefore the financial status of the company may suffer to some extent. Consequently, the

company has to develop its know-how and services in order to keep up with the development 

in the industry.

6.2 Sonera’s internationalisation

Sonera has grown outside Finland in three ways: by making direct investments in 

telecommunications companies, with the service provider business of its subsidiaries in 

Europe, and by selling product rights and service concepts. Sonera aims to be an expert with 

operations that extend outside the traditional areas for telecommunications companies. Sonera 

focuses on areas in which the company's expertise is greatest: personal communications with 

related new services, and corporate communications (www.sonera.fi, 25.7.1999). Sonera's 

objective is to build up its international operations so that, within five years, they account for 

at least a third of the company's result

Internationally Sonera has operations in all aspects of communications from fixed networks 

through mobile operations to value-added services. The services are targeted at business
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Customers, other telecom operators as well as service providers. Sonera benefits from some of 

its products through its associated companies, and sells some of them as software to 

telecommunications companies in other countries. This creates volume for the products and at 

the same time gives experience of the features and requirements of telecommunications 

operations in different cultural areas.

6.2.1 International operations

Sonera's international operations are mainly handled through wholly owned subsidiaries or 

jointly with other operators in associated companies. Sonera has grown particularly through 

its mobile associated companies, while fixed network construction and operation in Baltic 

countries are also part of its international portfolio. The subsidiaries located in Sweden, 

Belgium, the Netherlands, Germany and Russia, are mainly providing value-added voice, data 

and multimedia services for corporate customers or carrier services for other network 

operators. In addition, Sonera has representative offices in Estonia, Hong Kong, Latvia, 

Poland and Turkey.

Sonera's associated companies operating in Europe and the United States enjoyed fast growth 

during 1998, and the total revenues generated by them rose to FIM 11 billion. The companies' 

aggregate number of customers almost doubled from the previous year. In 1998, Sonera made 

several important investments in telecommunications companies outside Finland. Within 

mobile communications, the company has invested particularly in companies operating in 

rapidly growing markets, such as Turkey, Hungary, the Baltic countries and the United States. 

The principal investments in fixed network telecommunications companies have been made

in the Baltic countries.
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Table 6.1 International Investments 
Mobile communications:
Turkcell, Turkey 41.0%
Aerial, USA 19.4%
Pannon GSM, Hungary 23.0 %
Eesti Mobiiltelefon, Estonia 24.5 %
Latvijas Mobilais, Latvia 24.5 %
UAB Omnitel, Lithuania 27.5 %
North-West GSM A/О, Russia 23.5 %
Libancell, Lebanon 14.0 %
Fixed network operations:
Eesti Telefon, Estonia 24.5 %
Lattelekom, Latvia 44.1 %
Lietuvos Telekomas, Lithuania 30.0 %
HanseNet Telefongesellschaft GmbH, 
Germany

50.0 %

Other:
Tietoenator 27.3 %
Source: www.sonera.fi 29.7.1999

Another way Sonera operates in the international market is by offering its expertise in the 

form of consultancy in data and mobile communications, value-added voice services, as well 

as technology transfer through comprehensive packages of operational know-how and 

software.

Sonera Carrier Solutions offers know-how to other telecom operators and enable them to 

move faster in the learning curve and avoid costly trial-and-errors. Tele Engineering is 

responsible for installation, planning, engineering, construction and maintenance of Sonera's 

telecommunications networks on a turn-key basis. Telecon Ltd is a consulting company in the 

field of telecommunications. The mission is to provide a comprehensive range of services in 

the technical, network build-up, administrative and regulatory areas of the sector - 

professionally and competitively. The customers are mainly telecommunications operators, 

both existing and prospective ones (www.sonera.fi. 25.7.1999).
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6.2.2 Sonera’s internationalisation process

Sonera’s internationalisation process has not followed a certain path. On the contrary, the 

company has become a highly international company rather rapidly. After a slow start before 

1990s, the company has been developing its international operations at a high speed. Sonera 

has used several operation modes. As discussed earlier, it has both invested in wholly owned 

subsidiaries and joint ventures, developed consulting services and licensed its know how 

abroad. As to its geographical presence, the company has invested almost simultaneously to 

the Baltic States, Turkey, the USA and Asian countries. Therefore, the company has not been 

following a certain path regarding the geographical closeness of the target markets.

6.3 Human resource development in Sonera Ltd

As discussed earlier, Sonera’s business, the environment in which it operates and the whole 

industry have undergone significant changes. This rapid development is predicted to go on in 

the future. In addition, the internationalisation of the company has led to substantial changes 

in the operations of the company. These two issues have led to changing human resource 

needs within the company. Therefore the company has had to develop different methods of 

developing its human resources. These increasing needs have been met by recruitment, more 

effective human resource management and actual development of Sonera’s human resources 

(Sonera Annual Report 1998). This discussion concentrates on human resource development 

paying special attention to developing management skills for international business.

6.3.1 Goals of Sonera’s HRD programmes

Sonera regards communicating company’s vision and its strategy to the entire organisation 

one of the major goals of its HRD activities (Sonera Annual Report 1998, Koskinen 1999, 

Karike 1999). The company considers this strategic awareness as a key to increasing 

effectiveness. The importance of this awareness is increased by the fast-changing business
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environment and continuous development of the company. In addition to HRD, performance 

appraisal and compensation policy are designed in a way that support this goal. Therefore, in 

order to increase the effectiveness within the organisation, the company is using multiple 

means to increase the strategic awareness of the entire organisation, of which HRD is one of 

the most important ones.

Business understanding is one of the key goals of any company’s HRD programmes 

(Rönnberg-Laukkonen 1999, Koskinen 1999, Karike 1999). In Sonera, some of the most 

important issues in increasing manager’s business understanding have been introducing the 

organisation to shareholder value-based thinking and Balanced Scorecard system. In addition, 

the company has been developing its expertise of different customer groups and their 

preferences. In this context, the fundamentals business economics are developed in order to 

increase managers’ understanding of the financial consequences of their decisions.

Technological know-how is an important issue also for managers in the telecommunications 

business (Karike 1999). Therefore, the company has put a lot of emphasis also on technical 

training.

One of the most crucial competencies of managers in Sonera Ltd is understanding 

international business. This, naturally, is due to increasing internationalisation of the company 

and international nature of the industry. Therefore, the company has paid substantial amount 

of attention to developing international managers for current and future challenges.

6.3.2 Sonera’s major HRD programmes

The Sonera Group has divided it human resource development activities into two major 

groups (Sonera Annual Report 1998). First, the HR needs that relate to specific businesses are
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met in the business unit level. For example, training that deals only with Data business is 

taken care by that specific organisation. These training activities relate to, for example, 

specific business challenges and technical issues. The other group deals with development 

needs that are crucial when taking the whole group in consideration. Basically, these needs 

relate to business understanding, major technological issues and international business. These 

needs are met by corporate HRD programmes. This study concentrates on these programmes. 

This concentration is due to their nature that is more of business than of technical, their 

strategic importance and international business’ role in them.

The fact that naturally must be taken into consideration is the specific needs of individual 

taking part of these programmes. Sonera has divided its management and other critical 

resources in different pools that are then developed according to the specific needs in those 

labour pools. The foundations of Sonera’s HRD effort are identifying needed and available 

human resources and developing those resources both by recruiting and training these key 

people. The following figure depicts four different labour pools to which the corporate HRD 

programmes are directed.
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Figure 6.2 Development of Managerial and Key Experts and Potentials

Target Group
*Potentials 
‘Key Experts 
and Management 
at Division Level 
‘Top Experts 
and Management 
at Corporate Level 
*Top of Top

Telecommunications 
College

Sonera Business 
School

Sonera
International
Development

Modules Sonera Professional 
Programme y

Source: Tiina Karike, Sonera Corporate HRD

The figure also illustrates the major HRD programmes that are used to develop key managers 

and experts. Sonera Business School and Telecommunications College are the most important 

programmes within the corporate HRD. These programmes are discussed in greater detail in 

the following paragraphs. In addition to these programmes, corporate level HRD programmes 

include International development modules, that deal with specific issues in international 

business. Furthermore, Professional programme provides executives with tailor made 

guidance for specific issues.

Sonera Business School focuses on developing strategic expertise and speeding up the change 

within the company (Sonera Annual Report 1998, Koskinen 1999, Karike 1999). In addition, 

the goals of this programme include supporting and developing new viewpoints and 

developing new strategies for the company. About 35% of the target group, that is potential 

managers and experts as well as key managers and experts, attend the Sonera Business School 

annually. Sonera Business School has a strategic and broad focus. The major issues covered 

during this five module programme are Telecommunications Industry, Business Strategy, 

Service Marketing and Management of Change. In addition, the participants are offered
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optional additional modules that cover such issues as Finance, Teambuilding, Multicultural 

Management and Presentation skills. Techniques used in this programme are case studies and 

lectures. Business simulation is used on the Business Strategy- module. Business simulations 

are discussed in the next section.

Telecommunications College is meant for key potential that has been in the company only for 

leas than two years. The goal of the programme is to familiarise the participants with the 

company, the telecommunications industry and the business logic. The modules cover such 

issues as Telecommunications and technological trends, Economics and business 

understanding, Internationalisation and cultural differences and finally Quality of customer 

relationship. The programme consists of case and other exercises and lectures. Business 

simulation is used in the Economics and business understanding - module.

Both of the two major programmes are closely linked to the overall strategic planning of the 

company. In addition, the issues dealt with during the training are developed in a way that 

communicates the corporate vision, strategy and values. The company has paid a lot of 

attention to linking the programmes with the daily activities of the participants. This has been 

done, for example, giving the participants tasks and homework that deal with their 

responsibilities. Therefore, it can be argued that Sonera has been able to use the principles of 

strategic HRM and HRD in planning its HRD programmes.

6.4 Sonera’s HRD programmes and Business Simulations

As mentioned in the previous section, business simulation is included in both of the major 

corporate HRD programmes. In Sonera Business School business simulations is used in the 

Business Strategy- module, whereas in the Telecommunications College it is used in 

Economics and business understanding - module. The business simulation is used to put the
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theoretical issues in the practise and reinforce the learning process (Karike 1999). In this 

section, the overall characteristics of the Sonera Simulation are described, internationalisation 

in the simulation is analysed and its role in the programmes is discussed.

6.4.1 Overview of the Sonera Simulation

Sonera Simulation was built for training purposes in Sonera's human resources development 

programs. Utmost care and detail have been applied in order to make the simulation mirror 

Sonera's business. The structure and content of the simulation have been designed according 

to corporate-level development objectives and certain simplifications regarding individual 

businesses have been made in order to cover the whole business spectrum. In other words, 

Sonera Simulation as such has not been constructed to facilitate real-world decision making.

The overall objective for Sonera Simulation is to examine the importance of innovation to the 

future success of the company. In order to succeed, the participants should use the variety of 

opportunities provided by the business environment and react in the competitive market place. 

Because Sonera is changing fast and operates in a rapidly changing market, the participants 

should not feel restricted by real-world limitations when setting a strategy and making 

decisions for Sonera Simulation.

The main issues dealt with in the simulation are internationalisation, networking, creativity, 

market oriented thinking and equity finance. Internationalisation with its risks and 

opportunities is an elementary part of Sonera Simulation. The team's success depends on its 

ability to analyse alternatives and use the windows of opportunities provided by international 

markets. Networking is closely related to internationalisation and Sonera Simulation requires 

understanding co-operation as a key to success in the international marketplace. Innovations 

are an indispensable part of development in the telecom business. Participants of the Sonera
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Simulation have to create new products, services, and improve methods internally. In 

addition, they have to be able to assess innovations brought to the marketplace by your 

competitors. In Sonera Simulation, the teams create, present, as well as evaluate ideas 

presented by the others.

Customer-oriented thinking is the cornerstone of any modem business. Sonera Simulation 

emphasises a balanced combination of customer and competitor orientation, which is 

commonly known as market-orientation. Sonera Simulation has a number of customer 

segments with different preferences. The challenge for the management team is to position 

their products and services in the customer segments as competitively as possible. The 

intensity of the competition varies from market to market and competitor analysis is one of 

the keys to success in the simulation. Effective utilisation of equity financing is also one of 

the challenges given to the management team. Share price is function of several components 

and careful financial management is a key aspect in the Sonera Simulation.

6.4.2 Sonera Simulation and Internationalisation

Internationalisation and international operations play a major role in the simulation. Sonera 

Simulation has Finland as its home market. In addition, two to four areas are available for 

internationalisation. In the beginning Sonera Simulation operates in every business area in the 

home market. Internationalisation can take place through mobile communications, corporate 

communications, and media- and content services individually. Internationalisation options 

are decided individually for each training module. All options may not be available at every 

module.

In the beginning, the company has operations only in the home market (Finland). The 

company can (and should), however, seek for growth in the international markets. The
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available international markets and their characteristics are described in the market reports. 

Market reports describe the relevant issues regarding demand, risks, technology, and other 

possibly significant issues. The amount of markets and business areas that the company 

operates in abroad is for the team to decide. However, in one market and in one business area, 

the company can operate only using one method of operation. That is, the company can not 

have a subsidiary of 100% ownership and an associated company in the same market/business 

at the same time.

International investments

When the company is deciding on establishing green-field operations, acquisitions of foreign 

companies and investments in mobile operator licences, it should make a use of quantitative 

investment analysis. The three basic components in investment calculations are the required 

capital outlay, expected cash flows from the investment and the risk associated with the 

venture. The company should compare the capital investment with the expected cash flows. 

Due to uncertainty relating to the cash flows, risk must be taken into consideration when 

making investment analyses. Basically, the company should accept the project if the present 

value of the expected cash flows is greater than the capital outlay.

Mobile operator licenses

Operations in mobile communications in any market require a local operator license. 

Information about the upcoming licenses is given during the decision periods and the licenses 

are sold through an open auction. Regulators in each market may also set other than monetary 

requirements for the potential buyers.
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Forms of operation in the international arena

The team can establish a 100% owned subsidiary in a particular market/business area. 

Complete ownership comes with the rights and obligations to make all the operative decisions 

regarding the subsidiary's business. The benefit of this alternative is the ease of decision 

making; no need to collaborate. The drawback is clearly the risk; nobody is there to share the 

risks (and rewards). Especially in capital intensive mobile ventures the company's balance 

sheet must be strong in order to see the venture through completion.

Two teams can establish a new business in a market/business area by forming a joint venture. 

There can be only two owners in a joint venture and the ownership must not be exactly 50/50, 

i.e., one company must own the majority of the joint venture's shares. The majority holder 

makes the operational decisions regarding the joint venture's business. The parties negotiate 

the financing and ownership of the joint venture. The joint venture's financial performance is 

recorded according to the pro-rate principle, which means that a proportion equal to the 

ownership is consolidated from the joint ventures' income statement and balance sheet.

If two teams, because of target market risk, size, or different competencies, decide to establish 

a joint venture they have to come to terms about the initial capital outlay and ownership 

proportions. Teams must be aware that the initial capital outlay does not need to follow the 

ownership proportions. Furthermore, the partners in the joint venture will have to agree about 

additional financing.

One of the most significant advantages that a joint venture provides is that teams can utilise 

synergies. For instance, one team may have excess of funds and be looking for a profitable 

investment target while the other can have particularly high level of competence in the
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targeted business area. The joint venture inherits the higher of two owner's competence 

indexes.

During the simulation there might be offers about an already operating firm in certain 

markets/business areas. Details regarding the offers will be announced and the shares will be 

sold through an open auction. The offering party might also set certain non-monetary 

requirements to potential buyers, that is, the price alone does not matter, but the buyer also 

has to have a certain level of technical know-how.

Should the team decide not to enter a certain market itself, it still has a way to cash in some of 

the market's return by selling its technical know-how to other companies operating in the 

market. The buyer can only use the bought technical know-how in a specific market/business 

area. Prices for consulting services are set in negotiations between the buyer and the seller.

Financing associated companies

Owner(s) can invest any amount of money into their associated companies (wholly owned 

subsidiaries and joint ventures) during each period. The capital need naturally depends on the 

maturity of the business and at least in the beginning the owners should prepare themselves 

for strong capital outflow. The owner(s) can also repatriate funds from the associated 

companies. This option requires positive cash flow from operations, low capital investment 

need, and a mutual understanding between the owners regarding the use of free cash flow. If 

the owner(s) have not invested enough equity into the associated company, the subsidiary will 

automatically raise debt in the local financial markets with market rates that are usually 

relatively high.
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Risk related to the target markets

Different countries have different political and economic risks which, if actualised, have 

impact on the company's operating environment. Risk, in turn, has impact on the required rate 

of return in target markets. The higher the risk, the higher the required rate of return. Required 

rate of return is also commonly known as "hurdle rate."

6.4.3 Sonera Simulation in Telecommunications College

As mentioned also earlier, Telecommunications College is mainly meant for key potential 

managers and experts that have been working for the company only for a limited time. The 

target group may not have too much knowledge relating to the telecommunication industry or 

the company. Therefore, one major goals of the programme is to familiarise the participants 

with the company. In addition, the programme focuses on giving the participants with 

background information on the industry and the business logic within that business. These 

goals are met mainly using case examples and lectures.

In addition to these more traditional techniques, Sonera Simulation is used to facilitate 

learning. In this context, the simulation is used to illustrate the company and the industry, 

present the goals of the company and explore the basic dynamics of the business. In addition, 

internationalisation is discussed and lectures are put into practise in the simulated 

environment. Basically, the approach is relatively tactical in nature as opposed more strategic 

approach that is used in the Sonera Business School programme. In practise, this means that 

the participants are not required to formulate their own strategies, but they mainly implement 

the selected strategy. In addition, to the most challenging issues, like country risks and equity 

finance, is not paid much attention.
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In Telecommunications College, Sonera Simulation is used in the Economics and business 

understanding - module. Therefore, in addition to introduction to the firm, the environment 

and the business, it is used to put the lecture on business economics into practise. This means 

that the participants are required to analyse financial statements and use this analysis as a 

basis for their tactical planning. In addition, they examine the fundamentals of investment 

decisions and put this analysis into practise by making investment in the simulated 

marketplace. As to the financial management of internationalisation, the participants need to 

get the basic understanding of financing foreign subsidiaries and joint ventures. In addition, 

they have to analyse the impact that international investments have on the financial status of 

their company.

6.4.4 Sonera Simulation in Sonera Business School

As previously mentioned, Sonera Business School is meant for experienced key experts and 

management. The major goal of this programme is to increase strategic understanding of these 

key people. In Sonera Business School business simulation is used in the Business Strategy- 

module. In line with this overall goal, Sonera Simulation is used to apply the strategic models 

to the practise. In other words, the simulation is used as a platform for the participants to use 

the theoretical concepts in practise. Therefore, the simulation is used in a general way without 

concentrating on any aspect in specific. However, there are several strategic issues that the 

simulation examines.

First, in the beginning of the simulation, the participants are required to formulate a strategy 

for their company. This contrasts with the simulation in the Telecommunications College, 

where Sonera Simulation is used as a platform to implement the selected corporate strategy. 

In practise, this strategy formulation includes an analysis of the company and its environment. 

Based on this analysis, the participants formulate a strategy for the company and set
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objectives for it. Therefore, they are required to put the lectures into practise and, what is 

important, to exercise strategic thinking regarding to their own company. Consequently, the 

participants are likely to learn strategic thinking and are provided with a strategic framework 

of their company.

Second, in the Sonera Business School, the simulation gives the participants several 

possibilities in choosing target markets, different operation modes and partners for foreign 

strategic alliances. This great variety leads to a need to analyse different internationalisation 

possibilities. Therefore, the participants have to put a lot of emphasis on formulating 

internationalisation strategies. Consequently, they will get a lot of experience on different 

internationalisation possibilities in the context of their own company and its environment.

Third, as the companies in the simulated marketplace analyse different internationalisation 

and other investment possibilities, they are required to take advantage of different investment 

analysis methods. In practise, the participants use the NPV method to approach the 

profitability of the investment. In the international context, they have take also the risk 

relating to the country of operation into consideration. Therefore, the Sonera Simulation can 

be used to teach strategic investment analysis.

To conclude this section, it can be argued that Sonera Ltd has been able to approach its HRD 

activities according to the principles of SHRM. In addition, it has clearly defined the roles 

that first, the corporate HRD function has and second, what are the responsibilities of the 

individual businesses. In the corporate level, the company has divided its key personnel into 

four different groups. For these groups, it has developed several HRD programmes that are 

closely linked to the needs of the business. Of these programmes, Sonera Business School is
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meant for increasing strategic understanding of the company and Telecommunications 

College can be characterised as an introductory tool to telecommunications industry and the 

company.

Business simulations play a major role in both of these programmes. First, in the Sonera 

Business School, the Sonera Simulation is used to facilitate strategic understanding in general 

and of the company is specific. In Telecommunications College, the simulation’s role is to be 

a platform for the participants in which they can put the learning that has taken place during 

the programme into practise. Therefore, the company has been able to develop a simulation 

that grasps the essential parts of the telecommunications business and the company. In 

addition, they have been able to make the simulation flexible so that it can be used to teach 

different issues. Consequently, the Sonera Simulation has been successfully employed in the 

Sonera Business School and Telecommunications College.

6.5 Applicability of the Model to Sonera Ltd

Having developed a model depicting internationalisation’s effects on HRD needs and 

examining business simulations’ role in meeting these needs, this study examined how Sonera 

Ltd uses business simulation in their corporate HRD programmes. In this section, 

applicability of the model to Sonera’s situation is examined. First, internationalisation and its 

effects on HRD needs are discussed and second, the role of business simulations is examined.

6.5.1 Internationalisation and HRD needs

In the fourth chapter, it was argued that internationalisation leads to increasing HRD needs in 

the following areas: Strategic understanding, Business Understanding, Decision-making 

skills, Leadership Skills, Cultural sensitivity training, Specific issues and Expatriate 

development. As discussed earlier, it seems that Sonera has been able to use the simulation to
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teach the participants strategic and business understanding and decision making skills. As to 

the specific issues, which were characterised as company and industry specific issues, the 

Sonera Simulation covers also different quantitative techniques (NPV calculations etc.), 

managing mobile operator licenses, financing foreign subsidiaries and analysis of 

technological competencies of different foreign competitors. Therefore, Sonera Simulation 

has been able to meet most of the HRD needs that the internationalisation process has created.

As discussed also in the limitations section, business simulation cannot provide the 

participants any special cultural sensitivity training or leadership skills. Therefore, Sonera 

Ltd. has not been able to meet these needs by using business simulations. However, as the 

simulations training method is fundamentally based on teamwork, it can used to facilitate both 

cultural sensitivity and leadership skills. The former applies especially in a situation where the 

participants of the simulation have different cultural backgrounds. However, business 

simulations per se do not facilitate these issues, but it is the teamwork based technique used in 

the simulation training.

6.5.2 Business Simulations

When discussing the model, it was argued that business simulations can provide the 

participants with three major benefits, that is strategic framework, systems thinking and 

decision making skills. As described above, in both Sonera Ltd’s major HRD programmes, all 

these issues were covered. However, their relative weights varied from Sonera Business 

School to Telecommunications College. In other words, understanding the strategic 

framework was regarded relatively more important in the Sonera Business School as it was in 

the Telecommunications College. Systems thinking and understanding the business logic 

were important in both programmes. However, as to decision-making skills, the Sonera 

Business School required more comprehensive and deeper understanding of several decision
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making areas, whereas in the Telecommunications College, to some of the major areas were 

paid only a small amount of attention.

Developing strategic framework of the company can be regarded as the most important goal 

of the Sonera Simulation in both of the programmes. In the Sonera Business School, the 

participants were required to make a comprehensive strategic analysis on the company and its 

environment, and formulate a strategy accordingly. In addition, they had to implement the 

strategy and lead the company towards the selected goals. In the Telecommunications 

College, the participant did not formulate any corporate strategy but they were given several 

possibilities in implementing the strategy. Therefore, in both of the programmes, increasing 

strategic thinking capabilities was the most important goal for the use of the simulation. 

Therefore, the model arguing that developing personnel’s strategic understanding is one of the 

key advantages of business simulations seems to apply in Sonera’s case.

Improving participants’ systems thinking and their understanding of the business logic is one 

of the fundamental benefits of business simulations. In both programmes at Sonera, increasing 

this understanding is a major goal. In both programmes, the participants analyse the company, 

its internal relationships and its environment. The key to success in the simulation is to see the 

company as whole and understand the business logic. Consequently, in Sonera’s case, also the 

second benefit of business simulation seems to apply.

Finally, decision making skills, that are also a fundamental issue in the context of business 

simulation, are developed in both programmes. However, as discussed also earlier, the level 

of complication in this sense is relatively different in the programmes. In the Sonera Business 

School, the decision-making situations are wide and varied, and require careful analysis. On
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the contrary, both the number and the level of complication are lower in the 

Telecommunications College. This fact is naturally due to differences in the competence of 

the participants. However, in both of the programmes, developing decision-making skills is 

one of the key goals of the training.

In conclusion it can be argued that the model developed in the previous chapter seems to 

apply in Sonera’s case. The Sonera Simulation develops participants’ strategic understanding 

of their company, system thinking and decision making-skills. Despite the fact that relative 

importance of these major benefits are somewhat different between the major corporate HRD 

programmes, the Sonera Business School and the Telecommunications College, they are 

present in both programmes. However, the limitation of the model, namely its restricted 

inability to develop participants’ cultural understanding and leadership skills, are present also 

in Sonera’s case. Consequently, the model can be applied to Sonera Ltd’s HRD needs due to 

internationalisation and its use of business simulation in order to meet these needs.

7. Summary, Conclusions and Implications

7.1 Summary

This study has examined internationalisation’s effects on human resource development needs. 

It has also examined business simulations and their uses in corporate HRD programmes. 

Based on literature and interviews with senior directors in international Finnish companies, 

the study presented a model linking major HRD needs that are caused by internationalisation 

to the benefits that business simulations can bring. Finally, a case study on Sonera Group pic 

was presented and the model was applied to the company
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In the second chapter, internationalisation process was briefly examined. After that, human 

resource management and development issues were discussed especially taking international 

aspects into consideration. It was argued that companies should develop more strategic 

approach to their human resource management in order to meet better the HR needs that the 

business has. Finally, internationalisation’s effects on HRM and HRD were examined. It was 

argued that companies should, according to the principles of strategic HRM, carefully analyse 

internationalisations’ effects on HR issues.

Business simulations were discussed in the third chapter. It was argued that similarly to 

business simulations’ uses in academic education, they can effectively be used in corporate 

human resource programmes. After giving a short overview on business simulation, they were 

analysed in a great detail. It was argued that simulations can be used for several purposes, and 

the decisions regarding their characteristics should be made only after considering overall 

HRD goals and specific targets of the simulation based training. Furthermore, simulations’ 

benefits were analysed dividing the analysis to general, software and company specific 

simulations. The study proposed that even general simulations are likely to bring several 

benefits to the organisations using them. In addition, customising the simulation, the solution 

will have many other benefits in addition to bringing the basic benefits more effectively. 

Finally, an analysis of different training techniques and their effectiveness was presented, and 

business simulations were argued to be very effective training tools.

In the fourth chapter, empirical findings regarding internationalising Finnish companies’ 

human resource needs and development were presented. It was argued that companies need to 

develop both managers’ leadership and management skills in order to become learning 

organisations. In addition, a model linking international i sation ’ s effects on human resource
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development needs and the benefits of business simulations was presented. First, findings of 

several interviews with senior directors for international Finnish companies regarding 

internationalisation’s effects on HR needs were presented. After that, the model was discussed 

in detail, and it was argued that business simulations can mainly be used in three different 

ways; They develop participants’ strategic thinking, their ability to see the company and its 

environment as a system and finally, business simulations enhance participants’ decision 

making skills.

A case study was presented in the fifth chapter, in which the model developed was applied to 

Sonera Group pic. First, a brief overview of the company was presented and business 

development issues were examined. Furthermore, Sonera’s international operations were 

discussed and the internationalisation process of the company briefly analysed. After that, 

goals of company’s HRD efforts were analysed and major HRD programmes discussed. The 

Sonera Simulation was presented, and its role in the HRD programmes was analysed. It was 

argued that the model developed was relatively well applicable to Sonera’s situation, and that 

the Sonera Simulation is able to bring those benefits to the participants that were presented in 

the model.

7.2 Conclusions

The first subquestion addressed to the issue on international i sation’s effects on human 

resource needs and HRD. As discussed, based on previous research, there is no 

comprehensive understanding on the issue. On the contrary, it can be concluded that many 

companies and most researchers seem to have neglected the HR dimension of

internationalisation.
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Based on the empirical study, internationalisation was argued to lead to increasing importance 

of organisations’ ability to learn and the internationalisation process seems to have 

comprehensive effects on human resource needs of Finnish international companies. All 

companies studied regarded organisation ability to learn as one of the major prerequisites for 

success in the international arena. In conclusion, international i sation leads to increasing needs 

for managers’ management skills ranging from strategic understanding of company’s situation 

to decision makings skills is specific situations. In addition, internationalisation has amjor 

implications on managers’ leadership skill needs.

The second subquestion related to the use of business simulations in corporate human 

resource development. It can concluded that business simulations can be used also in 

companies in addition to their uses in academic education. Simulations are effective tools in 

HRD programmes and can provide the participants and organisations with multiple benefits. 

However, in conclusion it can be argued that, as with any other training technique, also the 

role of business simulations has to be defined only after examining the specific human 

resource needs.

Finally, the third subquestion examined the specific HR needs due to internationalisation that 

can be met using business simulations. It can be concluded that simulations are effective tools 

in developing participants’ understanding of the strategic framework of the company. 

Therefore, simulations can be used to communicate corporate goals and strategies to the 

organisation and they can demonstrate the company profile to participants.

In addition, simulations can be used to improve systems thinking skills. Therefore, 

simulations demonstrate relationships both between company functions and between the
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company and its external stakeholders. Finally, simulations are suitable tools in developing 

participant decision making skills. In conclusion, business simulations can be used to develop 

managers’ management skills in internationalising companies.

7.3 Implications

7.3.1 Research areas

As mentioned also earlier, there is hardly any research on internationalisation’s effects on 

human resource needs and development. This study was able to explore some of these needs. 

However, the analysis was based only on small amount of interviews. Therefore, further 

research is needed to find out the human resource needs that internationalisation causes.

In addition, closely linked to the above research area, research is needed to examine how 

companies meet the needs that are identified. This study explored only business simulations’ 

role in meeting these needs. It would be useful to know what are the relative importance of 

recruiting and human resource development in meeting the HR needs due to 

international i sation. In addition, further research is needed to find out what kind of HR 

techniques are used in HR programmes.

Finally, a lot of research is needed to find out how business simulations are used in corporate 

human resource programmes. This study used a case company to examine simulations’ role in 

HR programmes. However, it would be useful to find out how much simulations are actually 

used in Finnish companies. In addition, further research is need to find out the reasons for 

using them and companies perceptions on their effectiveness.
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7.3.2 Managerial implications

This study has stressed the importance of seeing HRM and HRD as strategic issues. 

Companies should carefully analyse the implications of their strategic plan on human resource 

needs. Furthermore, companies need to take their HR capabilities into consideration when 

formulating their strategies and setting goals. Therefore, companies have to develop their 

understanding on HRM issues and link this understanding to the strategic planning process of 

the company. In specific, internationalisation, as any other major change in the business of 

the company, has major implications on the HRD needs. Consequently, internationalising 

companies should develop procedures in order to link changing HR requirements to HR 

programmes.

Companies are constantly trying to streamline their operations and increase their 

effectiveness. This applies also to human resource development. Companies should constantly 

try to improve the effectiveness of their HRD efforts similarly to other efforts to increase 

effectiveness within the organisation. Therefore, companies should carefully explore different 

means of meeting their HR needs and analyse the effectiveness and other characteristics of 

possible training techniques and other HRD activities. It was argued that several modem HR 

techniques, such as business simulations, are very effective compared to more traditional 

solutions. Consequently, companies should carefully analyse different HR techniques in order 

to come up with the most effective and suitable ones.

Finally, people responsible for designing HR programmes should analyse whether they could 

benefit from business simulations in their human resource development. As discussed, 

business simulations are effective HR tools, and they can provide several benefits to the 

organisations employing them. In specific, if the organisation chooses to build a company
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specific simulation that mimics the strategic framework of the company and the business 

logic in the industry, the organisation is likely to benefit form the simulation enormously. 

Therefore, people responsible for human resource development should think through the HR 

needs of the business, set the objectives for the programmes and carefully examine whether 

business simulation could help the organisation to meet these needs.
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PILOT STUDY:

Fortum Oyj

Aarnio, Paula, Vice President, Human Resources 

Jarkko Mäkäläinen, HRD Manager 

Jussi Särvinen, HRD Consultant

Nokia Oyj
Niitamo, Veli-Pekka, Head of Resources

Marika Mäkäläinen, Manager, Global HR 

Ulla Siekkinen, HRD Consultant, Global HR 

Jukka Järvinen, HRD Consultant, NTC

StoraEnso Oyj
Aulis Ansaharju, Vice President, Human Resources 

Kähäri, Kari, HRD Manager

UMP-Kymmene Oyj
Finne, Harald Vice President, Human Resources

Tuula Granroth, Assistant Vice President, Human Resources 

Nina Nordström, Manager, HRD

IN-DEPTH CASE STUDY

Sonera Oyj
Tiina Karike, Vice President, Human Resource Development 

Rönnberg-Laukkanen, Carita, HRD Manager 

Koskinen, Marja-Leena, HRD Consultant 

Michael Talbot, Director, Sonera Solutions 

Lähdemäki, Mikko, Manager, Fixed Network Systems 

Tapio Joki, Vice President, Business Development 

James Baker, Manager, Mobile Communications 

Luhta, Sirkka, Marketing Assistant, Fixed Network Systems 

Jokinen, Markku, Key Account Manager, Mobile Communications



Research questionnaire - Pilot Interviews

1. How would you describe the role that human resource management and human 

resources in your company?

2. How has the company dealt with human resource development what is its role in 

short and long term planning?

3. How has the internationalisation process affected your organisation’s human 

resource management and development?

4. Has the needs changed in definite steps?

5. What have been the major changes in human resource needs during this process?

6. How would you describe the balance between current and future human resource 

needs and the human resources that the company possesses?



Research questionnaire - In-depth case study

1. How would you describe the role that human resource management and human 

resources in your company?

2. How has the company dealt with human resource development what is its role in 

short and long term planning?

3. How has the international i sation process affected your organisation’s human 

resource management and development?

4. Has the needs changed in definite steps?

5. What have been the major changes in human resource needs during this process?

6. How would you describe the balance between current and future human resource 

needs and the human resources that the company possesses?

7. What has been the role of business simulations in your human resource 

programmes?

8. What have been the goals of simulation based training?

9. What have been the specific HR needs due to internationalisation that have been 

tried to be met using business simulations?


