The Competitive Strategy
Game



How does the game work? (1)

The competitive strategy game is a simulation of the strategic
Interaction between eight companies that compete with one
another in any or all of four different markets.

The firms have different strengths in each market; for
Instance, one firm may be the most efficient manufacturer in
market A, but may face the highest costs of entering market B.

Each of the markets differs in the size and growth rate of
demand, the capital Intensity of production, and the
substitutability of brands in the market.

One market may be hospitable to many of the companies at
once while another may offer a profitable opportunity to just
one company in the game.



How does the game work? (2)

e Each team of students will control one firm In the
game.

* In doing so, they decide which market or markets to
enter and when, how much investment to make In
production facilities in each market and when to
make that investment, when to exit a market, what
guantities to produce and what prices to charge.

 The game is complex, so it is very important to study
it thoroughly before it begins.



How does the game work? (3)

 The game is divided into periods. Firm strategies for
each period must be submitted through the CSG web
page before a preannounced deadline.

o After the first period, there will generally be two
periods per week.

« The outcome of the market process will then be
made available through the CSG web page, usually
on the following day.



How does the game work? (4)

« Some data are public information, such as all firms'
prices and production capacities, the degree of
substitutability across brands within each market,
and some basic information about demand.

e Other variables are publicly known only with some
noise. For instance, each firm knows its own sales
In each market, but the total sales in each market Is
known publicly only with a degree of error.

« Similarly, no firm knows the production costs of its
competitors with certainty, but it does have an idea
of the range of possible costs of other firms.
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STRATEGIES AND MARKET
OUTCOMES (1)

e Each period, every firm will submit a strategy,
which consists of:

— (1) the price,
— (2) the quantity,

—(3) the maximum allowed level of sales in each
market,

— (4) changes in production capacity it will make.

« A company cannot enter more than one
market each period.



STRATEGIES AND MARKET
OUTCOMES (2)

A strategy may include a public statement, which will
be reported in the market update. Public statements
may be no more than 100 words long.

If the statement i1s found to violate CSG antitrust
laws, the company will be fined up to $500,000.

Once all strategies are received, the markets
operate for that period.

After the market operates in a period, you will
receive two sets of information through the CSG web
Site.
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STRATEGIES AND MARKET OUTCOMES (3)
- The market update sheet (public data)

Tniversidade Nova de Liskhoa - Faculdade de Economia
Masters - Competitive 3trategy
Spring 2009 Professor Joszé HMata

C3 MAREET UPDATE AFTEER FERICD 1

PRICES CHARGED: [¥*%**% = po units for =ale this period)
COMPANTY c3l caz CE3 Cod C35 C3a 37 C35
MAREET
..EL TEEFTLTE TEEFTEE FTEEEETY TFEFEELTE TEEFTES TEFTFEEE FTEFEETE TEEFTLTE
B TFEHEITLTE TEEFTEN FTEIEETY FEFELTN TEEFTEN TEIFTFEN FTEIEELTE TFEHEITLTE
C FTHEHFIFAN FTHEFFTHFN FTHEFTEAN FTHEFTHEEN FTHEFFTHFN FTHEFFTHEN FTHEITHAATN FTHEHFIFAN
D FTHEHFIFAN FTHEFFTHFN FTHEFTEAN FTHEFTHEEN FTHEFFTHFN FTHEFFTHEN FTHEITHAATN FTHEHFIFAN

CAPACITY AT END OF FPERICD:

COMPANY C31 C3Z 233 34 C35 C36 c37 C35
MAREKET

A 1a0. 1a0. a. a. ] ] ] o

E a. ] ] a. ] ] ] o

C a. ] 100. 1a0. ] ] ] o

D a. 1] 1] u] 1] 1] 1] 1]

APPROZIMATE MAREKET 3ALE3: (plus or minus 10%)
HAREET A B C D

APPROZIMATE 3SALES a. a. a. a.




STRATEGIES AND MARKET OUTCOMES (4)
- The company update (private data)

Tniver=sidade Nowva de Lishoa - Faculdade de Economia
Hasters - Competitiwve Stratedgy
Spring 2009 Professor José Mata

Compahy CS56 [(C3f#6) Update After Period 1

MAREET A E C I
Beginning Inventory 0 0 0 0
Production o o o o
Cuantity Sold ] ] ] ]
Ending Inventory o o o o
Frice o o o o
Capacity at 3tart of Period o o o o
Capacity at End of Feriod o o o o
Inwventory Costs o o o o
Variskhle Costs o o o o
Capacity Costs ] ] ] ]
Entry Costs ] ] ] ]
Revenue o o o o
HNet ERewvenue o o o o
Cash Lt the End of Period 0O: 1000000,
Interest Earned (Expense]) : 20000,
Total MNet Rewvenues . 0.
Cash ALt the End of Feriod 1: 1020000.

Loe Ztructure of Capacity at End of Periocd 1 (F#%%%% = maximun capacity life)

MAEEET A B C D

Maximun Capacity Life 4 10 3 [




What's the goal?

e The goal is to maximize your own profit!

 There’s no point in hurting your competitors If
that implies a large profit lost for you!

 Your grade Is attached to the profit level. So,
even If at the end of the game you are the
most profitable firm that does not imply to
have a good mark!



Restrictions

« Remember: | can see all your steps and
actions in the game and you will be graded

by that.

« Sharing information/ doing collusion with
your colleagues is not allowed!

* Doing that you are taking a big risk...



What should | do to get in and play
the Game?

1) Send an e-mail to dthenrigues@fe.unl.pt with
numbers and names. | will reply saying in which
game you will play (Ix or pt), your team name and
respective password. You are responsible to pass
this secret information to your team mates.

2) Go to http://csg.haas.berkeley.edu/??2/***

3) Click Input Data for the Current Period (1)



Input data

Iote: The followang data has already been submuitted for the current period (3). You are free to change your strategy until strategies are collected.

Production DMax Quantity  Capacity

Market Price .
Quantity to Sell Change

Marlet A |E| |EI ||ZI

Marleet © |El |EI |EI

T
Market B |0 [ [0 o
T
T

Marlet I |E| |EI ||ZI
You are free to a make a public statement. Enter it in the text entry feld below.

MNote: You are brmted to 100 words, Y ou will not be allowed to subtmit if wou enter tore than this. ¥ ou can check the length by hutting the "Checl
Length" button below.

Submit Market Data Submit FPublic Staterment Subirmit Both
Check Length Feset




Final Notes

I'll post each period’s outcome probably one day after the
deadline.

We will play at least 10 periods and at most 14. (check out
the Game calendar)

Make wise decisions based on economic rationale — you will
be asked about your decision making process!

Before making any move, read carefully the market
descriptions file and the CS Game instructions file. In the 1st
period you just have to choose in which market you want to
enter and with what capacity.

Have fun!



