Lesson Plan: Week 5 - Competitive Rivalry and Competitive Dynamics
Target Duration: Approx. 3-4 Hours

Session Overview
This session explores competitive rivalry and competitive dynamics, focusing on how firms engage in actions and responses to gain advantageous market positions. Key topics include competitor analysis, drivers of competitive behavior, strategic and tactical actions, factors influencing attacks and responses, and competitive dynamics in slow-, fast-, and standard-cycle markets. The lesson uses real-world examples (e.g., Aldi, Amazon/Whole Foods) and interactive activities to deepen understanding.

Learning Objectives
1. Define competitors, competitive rivalry, competitive behavior, and competitive dynamics. 
2. Describe market commonality and resource similarity in competitor analysis. 
3. Explain awareness, motivation, and ability as drivers of competitive behavior. 
4. Discuss how strategic and tactical actions drive competitive rivalry. 
5. Identify factors affecting the likelihood of competitive attacks. 
6. Analyze factors influencing competitive responses. 
7. Explain competitive dynamics in slow-, fast-, and standard-cycle markets.

Lesson Plan Outline
Previous Week Recap: Group discussion
· What is business-level strategy?
· What is corporate-level strategy?
· What are the differences among the cost leadership. Differentiation, focused cost leadership, focused differentiation, and integrated cost leadership/differentiation business-level strategies?
· How can firms use each of the business-level strategies to position themselves favourably relative to the five forces of competition?
· How do firms create value when using a related diversification strategy?
· What motives might encourage managers to over diversify their firm?

1. Introduction to Competitive Rivalry and Dynamics (10-15 minutes)
· Objective: Define key concepts and their role in strategic management. 
· Content: 
· Competitors: Firms in the same market with similar products and customers. 
· Competitive Rivalry: Ongoing actions/responses to gain market advantage. 
· Competitive Behavior: Firm’s actions/responses to build or defend advantages. 
· Competitive Dynamics: Total actions/responses among all firms in a market. 
· Example: Amazon’s Whole Foods acquisition reshaped grocery rivalry.
· Activity: 
· Rivalry Brainstorm (5 min): Students list firms in a familiar industry (e.g., smartphones). Discuss which are competitors and why. Reference Figure 5.1.
2. Competitor Analysis: Market Commonality and Resource Similarity (20-25 minutes)
· Objective: Understand the building blocks of competitor analysis. 
· Content: 
· Market Commonality: Extent of shared markets (e.g., Coca-Cola vs. Pepsi). 
· Resource Similarity: Comparable tangible/intangible resources (e.g., brand, innovation capacity). 
· High commonality/similarity indicates direct competition. 
· Example: Aldi’s low-cost model vs. Walmart’s broader offerings.
· Activity: 
· Competitor Mapping (10 min): In pairs, students pick two firms (e.g., Nike vs. Adidas). Plot them on a 2x2 grid (high/low market commonality vs. resource similarity). Discuss rivalry intensity.
3. Drivers of Competitive Behavior (20-25 minutes)
· Objective: Explore awareness, motivation, and ability in competitive actions. 
· Content: 
· Awareness: Recognizing mutual interdependence (e.g., Levi Strauss missing teen trends). 
· Motivation: Incentives to act/respond (e.g., low commonality spurs attacks). 
· Ability: Resource availability for actions/responses (e.g., financial capital). 
· Figure 5.2 shows how these drivers shape rivalry.
· Activity: 
· Scenario Analysis (10 min): Groups analyze a scenario (e.g., Tesla entering battery storage). Identify one driver (awareness, motivation, ability) inducing a competitor’s response. Share findings.
4. Competitive Rivalry: Strategic and Tactical Actions (25-30 minutes)
· Objective: Differentiate strategic and tactical actions in rivalry. 
· Content: 
· Strategic Actions: Significant, resource-intensive, hard-to-reverse (e.g., CVS’s $70B Aetna acquisition). 
· Tactical Actions: Smaller, reversible, fine-tuning moves (e.g., airline fare changes). 
· Tactical actions are more frequent due to lower resource demands. 
· Example: Walmart’s quick ad changes as tactical flexibility.
5. Likelihood of Attack and Response (25-30 minutes)
· Objective: Analyze factors influencing competitive attacks and responses. 
· Content: 
· Likelihood of Attack: 
· First-Mover Benefits: Loyalty, market share (e.g., Tesla in batteries). 
· Organizational Size: Small firms act flexibly; large firms act more (e.g., Walmart). 
· Quality: Essential but insufficient for advantage.
· Likelihood of Response: 
· Action Type: Tactical actions prompt quicker responses. 
· Reputation: Predictable firms (e.g., Home Depot) face responses. 
· Market Dependence: High dependence drives strong responses.
· Example: Aldi’s low-cost push forces Walmart/Costco responses.
· Activity: 
· Response Prediction (10 min): Groups pick a firm’s action (e.g., Aldi’s U.S. expansion). Predict competitor response based on one factor (action type, reputation, dependence). Share with class.
6. Competitive Dynamics: Market Types (20-25 minutes)
· Objective: Compare dynamics in slow-, fast-, and standard-cycle markets. 
· Content: 
· Slow-Cycle Markets: Sustainable advantages, costly imitation (e.g., Swiss watchmakers). 
· Fast-Cycle Markets: Temporary advantages, rapid imitation (e.g., PC industry). 
· Standard-Cycle Markets: Moderately sustainable advantages, mass-market focus (e.g., P&G vs. Unilever). 
· Innovation drives success across all market types.
· Activity: 
· Market Type Match (10 min): Provide industries (e.g., luxury watches, smartphones, detergents). In pairs, classify as slow-, fast-, or standard-cycle and explain. Discuss using Figures 5.4-5.5.

Wrap-Up and Review (10-15 minutes)
· Summary: Recap competitor analysis, drivers, actions, attack/response factors, and market types. 
· Q&A: Address questions. 
· Homework: 
· Answer Review Quiz 5: Available on Moodle

Case study

1. Amazon’s Acquisition of Whole Foods – Strategic Market Repositioning
· Topic: Competitive Behavior and Market Disruption
· Use in Class: Example of a strategic action reshaping market rivalry.

2. Coca-Cola vs. Pepsi – Market Commonality and Competitive Intensity
· Topic: Market Commonality & Resource Similarity
· Use in Class: To illustrate intense rivalry through shared markets and brand power.

3. Tesla – First-Mover Advantage in Battery Storage
· Topic: Likelihood of Attack; First-Mover Strategy
· Use in Class: As a discussion example of how first movers influence competitive responses.

4. CVS’s Acquisition of Aetna – Strategic Response
· Topic: Strategic Actions in Rivalry
· Use in Class: Illustration of a major strategic move changing healthcare competition.

5. P&G vs. Unilever – Competitive Dynamics in Standard-Cycle Markets
· Topic: Standard-Cycle Markets & Market Dependence
· Use in Class: Example of continuous competitive actions in mass-market products.

