Budget Simulation - A negotiation game between three parties

Instructor materials (1/3)

1. Brief game description

Three student teams, each representing a different
stakeholder group within the same organization (Nova
University), are tasked with negotiating a three-year
capital budget plan. Each team 1is assigned a specific
role with its own objectives and priorities. Although
all teams have access to the same information and
understand each other's priorities, their interests only
partially align, requiring them to negotiate and work
collaboratively to reach a mutually acceptable agreement.

2. Objective of the game

This game helps students understand how to identify priorities, recognize the
interests of other parties, and develop effective compromises. It also teaches them
to take a firm approach to issues while maintaining a respectful and constructive
approach toward people. This combination enables participants to build consensus
and reach mutually beneficial agreements. In addition, the game develops students'
ability to evaluate the feasibility and value of investment projects, taking into
account strategic objectives and budget constraints.

3. Game rules

3.1. Team setup

Students should be divided into three teams. Each team may consist of one or more
students, although it is recommended to keep the teams relatively small. One team
should assume the role of the President of Nova University, another the Senate of
Nova University, and the third the Board of Trustees of Nova University.

3.2. Preparation

Print the pages of the simulation that are marked at the top as Student Materials
for the students. The remaining sections are intended for the instructor. Distribute
the student materials to each team. These materials do not contain any confidential
information, so every team receives the same set of documents. Students should then
read the materials and prepare for the negotiation.

3.3. The negotiation process

Once all three teams are ready, the negotiations should begin. The negotiations
should be led by a representative of the Board of Trustees. This game is designed
to last 60 minutes. It 1is highly recommended that students do not rush the
negotiations or shorten the game time. Good results are most often achieved by
putting the appropriate amount of pressure on the other side. This game also teaches
participants not to rush while negotiating.
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3.4. Scoring and evaluation

There is no scoring in this game. It’s all about the negotiation process and the
skill of finding a compromise. Observing others' behavior during the talks and
discovering your own strengths and weaknesses is equally important.

4. Detailed explanation of the game rules

A detailed description is provided in the section intended for students. Below, we
present several explanations and supporting arguments highlighting the educational
value of the simulation. This game is an excellent educational tool that perfectly
mirrors the realities of strategic management and organizational negotiations. It
elegantly combines hard financial analysis with soft skills and intra-organizational
politics.

1. Perfect conflict of interest (asymmetry of goals)
The scenario effectively captures the classic power triangle found in many
institutions:

« The President of Nova University seeks a compromise between institutional
image, pressing immediate needs (roofs), and flagship projects (the
gymnasium).

« The Senate of Nova University looks through the lens of the academic mission,
students, and research.

« The Board of Trustees of Nova University acts as the financial watchdog — they
only care about return on capital.

Because of this, no party can simply "give in" without abandoning their core mandate.
The game forces participants to truly step into the shoes of a specific managerial
archetype.

2. Smart math and budgetary constraints

« The budget is $20,000,000, while the total cost of all projects amounts to
$25,390,000.

« This is a good design choice because it is impossible to choose everything.
Participants must cut something (specifically, projects worth at least $5.39
million). Simply agreeing with the President to reject the Faculty of Arts
(saving $3 million) is not enough—they have to cut deeper.

3. Pitfalls and hidden costs/gains (a test of analytical thinking)
The projects are not black-and-white, forcing teams to calculate "hidden" value:

+ Roofs (Project 2): It seemingly costs $1.5 million, but delaying it generates
$100,000 in damages per year. This makes it a must-have project from a risk-
management perspective.

« Buses (Project 6): Costs $2 million, but eliminates a $200,000/year rental
expense and generates $80,000 in external profit (4 x $20,000). The total
annual benefit to the budget is actually $280,000, with a 20-year lifespan.
For the Board of Trustees, this should be an absolute favorite.
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+ Cafeteria (Project 8): Costs very little ($250,000) yet yields a staggering
$120,000 in annual profit, plus a massive public relations bonus. This is a
bridge-builder project that should easily unite the Senate (student welfare)
and the Board (profitability).

4. Coalition mechanics (the 2/3 rule)

Introducing the rule that decisions require a 2/3 majority (2 out of 3 votes) is
the ultimate way to teach log-rolling (political horse-trading). No single team
holds a monopoly on power. For the President to push through the gymnasium (a
massive $10 million, or half the total budget!), they must give something up to
either the Senate or the Board. The game teaches that sometimes you have to support
a project you dislike in order to save your top priority.

5. Post game debrief

After the game has ended, ask the students a few ,-K/—\\
questions and encourage them to draw conclusions
about negotiation and persuasion techniques.

7 1 4

Below are some sample discussion questions:

A. How can the fact that each party has
different priorities be used to your
advantage during negotiations?

B. What are the benefits of understanding the
other party's interests, and how can this
knowledge be used during negotiations?

. How does reaching compromises help build coalitions in negotiations?

. What negotiation techniques could be used during this game?

. What persuasion techniques can be applied in this game?

. What lessons can be learned from this game?

mm O N

6. Terms of use (free academic license)

This material is free to use for educational purposes, on the condition that an
active backlink to the source website https://www.cepolska.pl is published on the
course, department, faculty, or university website. Redistribution of this material
is permitted only if this copyright notice and these terms of use remain unchanged.
Commercial use requires prior written permission.

Please place the link on your institution's website, an online syllabus, or any
other webpage regularly accessed by your students. Copy the ready-to-use HTML code
for your website:

<a href="https://www.cepolska.pl" target="_blank">www.cepolska.pl</a>
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Introduction N&

In the situation presented below, a limited capital budget must be allocated among
ten competing projects. Three parties will participate in the negotiations:

+ The President of Nova University (responsible for the overall management),

+ The Senate of Nova University (responsible for academic development),

+ The Board of Trustees of Nova University (responsible for financial oversight).
Each team (President, Senate, Board of Trustees) will first establish its investment
priorities internally and then negotiate project funding. The meeting will be
chaired by a representative of the Board of Trustees. Teams should strive for
unanimous agreement; otherwise, decisions will be made by majority vote, with each
team holding one vote and at least two of the three teams required for approval.

General information

Nova University is a private institution. The President of Nova University has
presented his recommendations for capital expenditures over the next three years
to the Board of Trustees. The university can afford to invest $20,000,000 over the
next three years. The ten main projects under consideration are described below:

Project 1. Construction of a large sports complex

Cost: $10,000,000

Implementation period: 2 years

Expected lifespan: 50 years

Risk of exceeding the planned costs: high

Current status: The University currently rents several smaller gymnasiums at an
annual cost of $200,000.

Project 2. Roof replacement on five university buildings

Cost: $1,500,000

Implementation period: 3 months

Expected lifespan: 50 years

Risk of exceeding the planned costs: medium

Current status: New roofs are necessary to prevent water damage during rainy weather
and winter conditions. This project could be postponed for one year; however, doing
so would likely result in additional deterioration of the buildings, increasing
future repair costs by approximately $100,000 per year.

Project 3. Renovation of the Faculty of Arts building

Cost: $3,000,000

Implementation period: 1 year

Expected lifespan: 50 years

Risk of exceeding the planned costs: high

Current status: Because of its outstanding reputation, the Faculty of Arts is
considered the University's flagship faculty, and the University plans to renovate
and modernize its building. Although the financial return is difficult to quantify,
the Faculty plays a key role in attracting students to other academic programs.
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Project 4. Digitalization of the University Library
Cost: $100,000

Implementation period: 6 months

Expected lifespan: 10 years

Risk of exceeding the planned costs: very low
Current status: Digitalization would improve library services while reducing
staffing needs. Students could check book availability and request books online.
The University estimates annual savings of approximately $50,000.

Project 5. Purchase of new benches for the University Park

Cost: $10,000

Implementation period: 1 month

Expected lifespan: 20 years

Risk of exceeding the planned costs: very low

Current status: The University Park is one of the institution's most visible public
spaces, but its old, damaged benches negatively affect the University's image.
Replacing them is not expected to generate financial returns.

Project 6. Purchase of four coaches

Cost: $2,000,000

Implementation period: 2 months

Expected lifespan: 15 years

Risk of exceeding the planned costs: very low

Current status: The University frequently organizes trips for students and faculty
members. At present, it rents coaches with drivers for these purposes. The current
annual cost of renting four coaches is $200,000. The purchase price of one coach
is $500,000, meaning that four coaches would cost $2,000,000. The annual operating
and maintenance cost of one coach, including the driver's salary, is estimated at
$60,000. It is also estimated that each coach could be hired out for commercial
transportation services during periods when it is not needed by the University,
generating an additional $20,000 in annual profit per coach.

Project 7. Purchase of traditional folk costumes for the University Dance Ensemble
Cost: $40,000

Implementation period: 1 month

Expected lifespan: 10 years

Risk of exceeding the planned costs: very low

Current status: The University Dance Ensemble, which includes students from all
faculties, plans to expand its repertoire with medieval dances, requiring new
costumes. Although the financial benefits cannot be measured directly, the ensemble
provides significant marketing value by promoting the University and strengthening
its reputation.
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Project 8. Construction of a student cafeteria
Cost: $250,000

Implementation period: 6 months

Expected lifespan: 15 years

Risk of exceeding the planned costs: high
Current status: The University plans to open a cafeteria to meet strong student
demand, with subsidized meals offered at prices well below those of local
restaurants. After covering operating costs, the cafeteria is expected to generate
an annual profit of approximately $120,000.

Project 9. Construction of a large performing arts and events center

Cost: $5,000,000

Implementation period: 2 years

Expected lifespan: 100 years

Risk of exceeding the planned costs: high

Current status: The University currently rents several external venues throughout
the city—-including theaters and cinemas—to host concerts, performances, lectures,
and other cultural events. Each rental costs between $3,000 and $6,000, and the
University currently limits such events to approximately 20 per year, despite
significantly higher demand. Annual rental costs amount to approximately $100,000.
Owning its own venue would enable the University not only to organize more academic
and cultural events but also to rent the facility to outside organizations, creating
an additional source of revenue.

Project 10. Purchase of ergonomic furniture for the dean's offices

Cost: $500,000

Implementation period: 3 months

Expected lifespan: 10 years

Risk of exceeding the planned costs: very low

Current status: Replacing outdated dean's office furniture would improve student
services, accessibility, and the overall environment, although the financial
benefits cannot be quantified directly.

Positions of the Parties
Position of the President of Nova University
The President is responsible for the overall operation and long-term development
of the University. Because the available budget is insufficient to finance all
proposed projects, investment priorities must be established.
The President's highest priorities are:

+ Project 1: Construction of a large sports complex

+ Project 2: Replacement of roofs on five university buildings

+ Project 8: Construction of a student cafeteria
The President is strongly opposed to Project 3: Renovation of the Faculty of Arts
building. In the President's opinion, the project is too expensive and is unlikely
to generate an adequate return on investment.
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Position of the Senate of Nova University N
The Senate 1is responsible for academic affairs and the overall educational
environment of the University. The Senate places a strong emphasis on teaching,
research, student life, and the academic community. Its mission is to strengthen
the University's academic culture while creating the best possible conditions for
students and faculty members to learn, teach, conduct research, and develop
professionally. The Senate is therefore inclined to support any investment that
contributes to the University's academic mission, even if the financial benefits
are difficult to measure.

Position of the Board of Trustees of Nova University

The Board of Trustees is responsible for overseeing the University's financial
sustainability. Its primary objective is to ensure that capital investments are
economically sound and contribute to the University's long-term financial health.
The Board therefore evaluates projects primarily on the basis of their long-term
profitability and financial return. The greater the expected long-term benefits of
a project, the stronger the Board's support is likely to be. In recent years, the
Board has often been dissatisfied with investment proposals submitted by both the
President and the Senate. As a result, discussions among the three governing bodies
have frequently been lengthy and highly contentious.

Task for all teams

The meeting of the three governing bodies is about to begin. Identify your team's
priorities, prepare arguments, and negotiate the allocation of the University's
investment budget. Represent your team's interests professionally while seeking
agreement through coalitions and compromises, remembering that each proposal
requires the support of at least two of the three voting parties. Manage the
discussion to address all key issues within the time limit.

Guidelines for successful negotiations
To conduct the exercise effectively, pay particular attention to the following
principles:

+ Establish clear goals and priorities.

Knowing your priorities makes it much easier to build alliances.

+ Use persuasive arguments that address the interests of the other parties.
The most effective arguments are those that appeal to your counterpart's
objectives rather than your own.

+ Maintain a constructive atmosphere throughout the discussion.

Be firm on the 1issues, but respectful toward the people.

+ Manage your time effectively.

Focus on the most 1important decisions and avoid spending excessive time on
minor issues.
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