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Advanced Competitive Strategy

The aim of this course is to build on and integrate industrial economics, game theory and man-

agement strategy to develop a framework for thinking about competition within markets and

industries. Game theory provides the abstract theory of strategic interaction, and microeconomics

(specifically industrial economics) provides the background on demand, production, and market

structures. In this course we discuss the integration and application of these components in think-

ing about competitive strategy for firms in markets. We will use simple models to clarify the logic

of strategic reasoning, and apply this logic to a number of case studies.

Audience

The course requires previous exposure to microeconomics and elementary game theory and is

addressed at students who want to see how these concepts can be applied to industry analysis.

Simple formal models will be used so that assumptions can be made explicit and conclusions

demonstrated. However, to follow the course you only need to be able to understand ‘first-order

conditions’ of simple functions.

Preparation

The course is self-contained. It is essential, however, that participants prepare by reading the case

studies in advance.

There is no other compulsory reading for this course, and there is no fully adequate textbook.

For background reading you can refer to

Besanko, D., Dranove, D. & Shanley, M. (1996), The Economics of Strategy, Wiley,

New York, NY. 2nd edition 1999. 3rd edition 2003. 4th edition 2007. 5th edition 2010.

From the 3rd edition with S. Schaefer.

This textbook is close to the spirit of the course, its main strength are economics-based applications

and (mini-)case studies. For this course the relevant part is Part Three (2010 edition), chapters 8

– 12, and chapter 15, but we will cover them in much more depth. In the following syllabus we

refer to this textbook as ‘BDSS’. You do not need the latest edition of the textbook, and references

to earlier editions are also given.

Another useful text for background reading is

Cabral, L. M. B. (2000), Introduction to Industrial Organization, MIT Press, Cam-

bridge, MA.

This textbook is more concise, and deeper in theory than BDSS, but is weaker on applications.

Exams

The course will be examined by an exam at the end. There will be six short questions in the exam

and candidates will have to answer four. Some questions will be qualitative and some quantitative.

All questions have equal weight.



Course outline:

Session 1: Introduction and background: Strategy, Economics, Management
& Game Theory
BDSS (2003), Chapter 10.

BDSS (2007), Chapter 10.

BDSS (2010), Chapter 12.

Session 2: Case study - ‘British Satellite Broadcasting vs Sky Television’
Harvard Business School, 9-794-031.

Session 3: Cross-industry studies of structure and performance.
BDSS (2003), Chapter 6, pp. 228–229.

BDSS (2007), Chapter 6, pp. 217–219.

BDSS (2010), Chapter 8, pp. 233-234.

Session 4: Market definition, market structure, and the structure of demand
BDSS (2003), Chapter 6, pp. 199–207.

BDSS (2007), Chapter 6, pp. 191–198.

BDSS (2010), Chapter 8, pp. 205–212.

Session 5: Static price competition - Foundations
BDSS (2003), Chapter 6, pp. 207–228.

BDSS (2007), Chapter 6, pp. 198–217.

BDSS (2010), Chapter 8, pp. 212–231.

Session 6: Static price competition - Variations

Session 7: Two-stage models of competition - Theory and applications
BDSS (2003), Chapter 7.

BDSS (2007), Chapter 7.

BDSS (2010), Chapter 9.

Session 8: The Bounds Approach

Session 9: Case study - ‘General Electric Medical Systems, 2002’
Harvard Business School, 9-702-428

Session 10: Dynamic price competition and collusion
BDSS (2003), Chapter 8.

BDSS (2007), Chapter 8.

BDSS (2010), Chapter 10.

Session 11: Case study - ‘The Ethyl Corporation in 1979’
Harvard Business School, 9-388-075

Session 12: Price wars and wars of attrition
Cabral, L. M. B. (2000), Introduction to Industrial Organization, MIT Press, Cambridge, MA, pp.

133–137.



Session 13: Intra-industry studies of competition
Lecture Notes

Session 14: Strategic experimentation and real options
Lecture Notes

Session 15: Strategic aspects of innovation
BDSS (2003), Chapter 13.

BDSS (2007), Chapter 13.

BDSS (2010), Chapter 15.

Session 16: Case study - ‘Nucor at a Crossroads’
Harvard Business School, 9-793-039

Session 17: Entry and exit
BDSS (2003), Chapter 9.

BDSS (2007), Chapter 9.

BDSS (2010), Chapter 11.

Session 18: Case study - ‘R&B Falcon’
Harvard Business School, 9-799-110
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