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MGT 2081
Cooperative Strategy

Fall 2002

 

Instructor: 
Brian S. Silverman, RSM 545

E-mail: 
silverman@rotman.utoronto.ca 

Homepage: 
www.rotman.utoronto.ca/~silverman
Phone (Fax): 
416.946.7811 (416.978.4629)

Office Hours: 
by appointment

Time & Room: 
Thursdays, 2:00-4:00pm, RSM 157

 

Course Scope and Mission
This course is intended to improve your ability to determine whether, when, and how to execute cooperative strategems as part of your firms’ overall strategy. The last decade has seen an explosion in cooperative activity between firms. As a result, it is likely that, regardless of your chosen career path, you will at some point either work for, help to establish, or compete with cooperative ventures. Managers considering collaborative activity face a range of bewildering issues: When should I prefer an alliance to an arm's length market contract? When should I prefer an alliance to doing the project entirely in-house? How can I best structure and manage this alliance - and what do I do to prevent competition between my partner and me within this alliance? How do I evaluate whether a prospective partner is best for me?

This course introduces students to the issues and analytical arguments behind these questions, drawing on recent advances in competitive strategy, organizational economics, financial economics, and industrial organization. Of course, even though it incorporates various theoretical perspectives, the course ultimately is designed to focus on the essential issues and problems of cooperative strategy as experienced by managers. The objectives of the course are to provide analytical frameworks and tools that will sharpen your ability to:

· Recognize and evaluate collaborative opportunities; 
· Anticipate problems faced by cooperative ventures and to manage these effectively; 
· Develop and assess an overall cooperative strategy; 
· Prepare a coherent, internally-consistent plan and structure for a given collaborative venture. 
This course will be of particular interest to students in the New Ventures and Consulting Streams.  It may also be of interest to students interested in technology-driven and Internet sectors (E-Business Stream), which are often characterized by pervasive collaborative activity, as well as financial analysts interested in how to assess and value a firm’s collaborative activities (e.g., Investment Banking and Financial Engineering).  This course is highly complementary with several other strategy electives including Game Theory and Competitive Dynamics, Corporate Strategy, Technology Strategy, and Organizational Strategy.
 

Prerequisites

MGT 1301 or the written consent of the instructor.

 

Required Reading Materials

· Barney, J.B., Gaining and Sustaining Competitive Advantage, Reading, MA: Addison-Wesley Publishing, 1st or 2nd edition.  
[note: this is the textbook from MGT 1301].

· Case and readings packet.

· In addition to these required readings, interested students can obtain more technical ‘follow-up’ readings to be listed on the course portal either from me or (in some cases) the BIC, ProQuest, or Robarts Library. 

 

Individual Consultation -- Office Hours, see above.

I am happy to meet with students to discuss progress or problems with the course materials and assignments. If you would like to meet, please contact me in advance to arrange a mutually convenient time.  I am also available over the phone or via email most days.

 

Course Requirements and Evaluation

Assignments, Cases, Participation and Attendance – 20%

Regular attendance and class participation are critical to successfully completing this course.  You are expected to participate actively in each class session. You are encouraged to prepare for class with your colleagues (after all, this is a course on cooperation). However, each member of the class should be fully conversant in the material.  If for some reason you are not prepared, please let me know before the start of class to save us both the embarrassment of my calling on you. 

Given the importance of class discussion, pre-class preparation is crucial. For cases, you should be prepared to set forth the core challenge facing the case protagonist(s), offer a critical assessment of the situation, and lay out cogently and persuasively a course of action. For readings, you should be prepared to outline the topic that each reading addresses, describe its central points, and offer your critical analysis of them. When cases and readings are assigned for the same day, you should be able to draw links between the case and reading in your discussion.

Assignment questions for each session will be emailed to you, and posted to the course home page, approximately five days prior to the class for which they are assigned.

It is important to appreciate that class discussion is itself a collaborative activity.  Please listen carefully to one another and attempt to build on or constructively critique prior comments.  An effective participant:

· Is a good listener

· Makes points relevant to the ongoing discussion

· Makes comments that add to our understanding of the reading or article

· Is willing to challenge ideas that are being expressed

· Integrates material from past classes, other courses

Midterm Exam—30%
The midterm exam is designed to stimulate applications of the course tools and ways of thinking developed in class, and will be similar in difficulty and form to the cases and readings that we will discuss together in the classroom.

Team Term Project – 50%

Term projects will be completed in teams of 4-5 students formed by the second session.  Teams are used in this course because teams play central roles in organizations.  Working in teams provides you with an opportunity to learn from your colleagues, and practice (and evaluate your own effectiveness) working, managing, solving problems, and making strategic decisions in a setting that approximates the management teams typically charged with such tasks.  In addition to working with your team on the term project, I strongly encourage you to meet regularly with your team to discuss weekly course assignments and cases before the class meets.  This will help you to develop a more cohesive team, as well as ensuring that each member is fully conversant in the course material.
You will need to begin thinking about your term project early in the course.   Please feel free to discuss your ideas and potential target firms with me whenever you are ready to do so.

You have wide latitude to choose the subject matter for your term project.  Historically, two types of projects have been particularly successful in courses similar to this one:

Different structure:  Choose an impending or existing acquisition, merger, alliance, etc., and make the best possible case for an organizational structure that is different than was actually implemented.  For example, in place of the acquisition of Time-Warner by AOL a team could argue for a looser alliance.

Propose a cooperative venture:  Propose a potential alliance, consortium, franchising arrangement, or other cooperative venture, provide a structure for it, and justify both.

 

To help you develop your final term project, teams and individuals will submit developmental progress reports:  
1. Pre-project Report: Value-logic of the project team. Teams should meet and determine a work allocation “agreement.”  Prior to work on the project, each member of the team individually submits to the instructor a 2-4 page analysis of 1) why the team makes sense as an alliance and 2) the goals of the team member.  Be sure to include an analysis of the work “agreement.”  Due on Thursday, Oct 3, 2001.   Do not discuss this analysis with the other team members. 5% of the course grade.
2. Presentation: At the end of the course, teams will present the results of their projects.  A strict 15-minute time limit on presentations will be enforced.  Shortly after December 5. 15% of the course grade.
3. Project Report: Substantive analysis. The project should be 10-15 pages double-spaced, plus up to five additional pages of exhibits, and should be completely self-contained (all the information I need to understand the analysis is included).  You may append news clippings or other useful background materials that you don’t want to summarize in a backup appendix (not included in the 10-15 pages).  Please be sure to cite your sources. Due in Session 13, on Thursday, Dec 5. 25% of the course grade.  

4. Post-mortem Report: How did the team function? Each team member should individually submit a 2-3 page analysis of how well the team alliance functioned.  Re-visit your work allocation agreement and pre-project report.  What worked particularly well in your team?  What did not work so well?  Given what you have learned in the course, how might you modify your agreement and personal goals if you could do it over again? Due one week after Session 13, on Thursday, Dec 12, 2001. 5% of the course grade.
Team members can choose collectively whether or not they want me to keep the value-logic and post-mortem analyses confidential.  Unless I am told otherwise, I will keep these analyses confidential.

 

Evaluation Criteria and Grading.  Grades for your team’s progress reports and final paper will be determined using the four equally weighted criteria listed below:

1. Quality of analyses (rigor, originality, and brilliance of your ideas)

2. Integration with appropriate conceptual models (explicit links to course concepts and models) 

3. Quality of presentation (organization of argument, presentation style, creativity in content/format)

4. Completeness of the proposed recommendations and/or steps for implementation 

The following scale will be used to assign grades to all course assignments:

	Evaluation
	Letter Grade
	Grade Point

	WOW!
	A+
	9

	Excellent project
	A
	8

	Very good project
	A-
	7

	Good project
	B+
	6

	Satisfactory project
	B
	5

	Minimally acceptable
	B-
	4

	Unacceptable project
	FZ
	0


Weekly Schedule

	Session
	Topics
	Case
	Readings

	Why interfirm collaboration?

#1:  Sep 12


	When is collaboration better than markets? When better than diversification?

Value-logic of collaboration

Typology of collaborative activity
	Millennium Pharmaceuticals (A)
	Doz & Hamel (1998), p. 33-56;

You may want to review the 1st-yr reading “Market Failures”

	Module 1: Horizontal Collaboration

	Cooption alliances

#2: Sep 19


	Cooperating with competitors

Tension between competition and cooperation
	Swissair’s Alliances (A)
	”Coopetition,” Brandenburger & Nalebuff (1996)

	Cospecialization alliances

#3: Sept 26

[PROBLEM DATE! TO BE ADDRESSED IN CLASS.]
	Dividing tasks among partners

Problems of downstream conflict


	General Electric and SNECMA (A)
	“When is Virtual Virtuous?” Chesbrough & Teece (1996); Dixit & Nalebuff (1991) 

“The Relational View,” Dyer & Singh (1998)

	Learning alliances

#4: Oct 3
	Alliances as “learning races”

Management of knowledge flows

Due in class: Pre-project Report
	None
	“Collaborate with your Competitors—and win,” Hamel et al. (1989);

Khanna, Gulati & Nohria (1998)

	Module 2: Vertical Collaboration

	Buyer-supplier alliances

#5: Oct 10
	When is collaboration better than markets? When better than vertical integration?
	Rambus: Commercializing the Billion Dollar Idea (A)
	“The S-Curve,” Foster (1986)

“Capturing Value from Innovation,” Teece (1986)

	Franchising

#6: Oct 17


	Why do firms franchise?
	Choice Hotels, 1995
	“Note on Franchising,” Gompers (1997)

	Midterm

#7: Oct 24
	IN-CLASS MIDTERM EXAM
	
	

	Module 3: Managing Challenges in Collaborative Activity

	Alliance strategy in practice

#8: Oct. 31
	Guest speaker 
	Guest speaker
	TBA

	The investment challenge: Joint ventures as real options 

#9: Nov 7
	Structuring/valuing an alliance as a real option
	Genzyme/Geltex Pharmaceuticals Joint Venture
	“Investments as Real Options,” Luehrman (1998)

“Joint Ventures as Options to Expand,” Kogut (1991)

	The integration challenge: 

Learning to meld cultures

#10: Nov 14


	Managerial challenges in making collaboration work “on the ground”


	TBA
	Dyer, Kale & Singh (2001)



	The credibility challenge: Gaining trust in adversarial situations

#11: Nov 21
	
	Guest: Jim Fisher, Director, Canadian Tire
	TBA

	The authority challenge:

Collaboration by individuals (“extreme” collaboration)

#12: Nov 28
	Open source software


	Red Hat and the Linux Revolution
	“Programs to the People,” Mann (1999);

Lerner & Tirole (2000)

	The portfolio challenge: Assembling networks of alliances

#13: Dec 5
	Managing a network of alliances

Network vs. network competition

Course conclusion

FINAL REPORT DUE IN CLASS
	Corning Inc.: A Network of Alliances
	Doz & Hamel (1998)

Gomes-Casseres (1994)

Baum, Calabrese & Silverman (2000)

	Week after Dec 5
	FINAL PRESENTATIONS 

Post-mortem report due Dec 12
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