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Abstract: This study proposes fo re-examine a dynamic managerial model. Its aim is to highlight the
ambivalence of the dynamic appreach regarding a firm’s behavicural strategies for optimisation.
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INTRODUCTION

Static economics is essentially defined as a field of
econcmics where change is considered as exogencus
from the system and where corporate behaviour is
considered ex-ante.

The main critique of this field of economics is that it
structurally considers market shifts as rigid variables.
However, works such as those of Baumol [1] and
Williamson [2] showed that depending on the size and
importance of a firm, the market structure could be
greatly determined by the internal strategies of a
particular firm.

The temporal dimension when taking -corporate
strategies into account is of great importance. As such,
time weakens dominant positions. The dynamic aspect
of corporate economics is crucial in a firm’s strategic
viability. Although Schumpeter [3] had already
explained that industrial strategy is a bid to understand
the behaviour of new organisations, it is only in the
1960s that firms began to take centre stage in expansion
activities and exert pressure on their envircnment.
Accerding to the dynamic analysis, and with time, firms
change their strategies regarding optimality in order to
adjust the offer, demand and costs that may be incurred.
This study shall attempt to put forth the idea that market
structures are determined by the proposed managerial
strategy.

Modelisation: The model proposed here is transitive
and determinist. [t distinguishes between market
structures and managerial strategies in order to clearly
highlight the dynamic nature of ecconomics. The
reasoning used here is mainly one based on moevement.

As such:
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With 7 : maximal value of the movement of profit, (&:
the rate of modernizing under the constraint that
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@ > 0Oand @constant, P: production cost and

E . strategic expenditure having an effect on the
structure of market M .

If we distinguish P, & on the one hand and M on the
other, stating that:

M = 36 - &M @

we notice a depreciation of structures in time. With &
as the rate of depreciation.
& positive and constant coefficient, shows the

impossibility of decreasing income for the rate of
change in the industrial aspect.

[t is important to determine the conditions of optimality
sc as te ensure that 7 is at its minimum. Hamilton’s
equation will assist us in this purpose:
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A user value of a supplementary market unit at time
t.

If we take the classical hypothesis that marginal income
stabilizes according fo marginal cost, we could then
state that:
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If we develop the idea that the marginal cost of
opportunity of expenditure meant to modify the market
structure should be equal to the marginal profit in user
value of these structures for the firm, then we come to
the following equation:

oL

- A (@ + &)

(5

In terms of elasticity and according to the optimal way:
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Let us consider the following é,': : elasticity of quantity to

price:
? - gg - XA &)

And él : elasticity of expenditure to quantity, we have:
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The optimal expenditure added to the total expenditure
is proportional to the elasticity of quantities related to
expenditure and hence inversely proportional to the
numerical value of price elasticity.
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Moreover, it is important to bear in mind that M
cannot vary in constant proportion to the total income

since M , taken as a usage value, is highly sensitive to
time.
The following system could then be proposed:

M=yE-M

and:
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[t could alsc be stated that the slope of the curve for
stationary M is positive while that of the stationary

curve F is negative.

Let us now proceed to the following calculations that
tak A

show that the point of equilibrium for £ and M isa

saddle point:
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We are thus faced with a saddle point.

[t could then be deduced that it is in the early stages that
the firm could first influence the market through its
expenditure and secondly, progressively decrease its
effort until it reaches 3. As such, a firm would not
have a short-term maximisation of profit in its early
stages. The model presented here implies that economic
policy could have important effects.

CONCLUSION

There are however certain weaknesses inherent to the
objective function. These could include aspects such as
maximisation of profit, income or even an increase in
the firm’s growth rate. Hence, there is real uncertainty
in relation te the dynamic analysis directly affecting the
arguments of the objective function. Pure raticnal
calculation underestimates a firm’s real evelution by
not sufficiently taking uncertainty into account. It is
thus possible to further this approach though the use of
other scheools of thought such as that of the
behaviourists [4-7].

REFERENCES

1. Baumol, W.I., 1982. Contestable markets: An
uprising in the theory of industry structure. The
American Econom. Rev., 72: 1-15. Carplton, W.
and J.M. Perloff, 1994. Modern Industrial
Organization. New York, HarperCollins, pp: 973.

2. Williamson, O.E., 1985. The Economic Institutions
of Capitalism: Firms, Relational Confracting, New
York, Free Press, pp: XIV+450.

3. Schumpeter, J.A., 1942, Capitalism, Socialism

and Democracy. 6" BEdn. Londen, Unwin
Paperbacks, 1987, pp: XX1I+437.
4, Johanson, J. and J.E. Vahlne, 1997. The

Internationalisation process of the firm- A model of
knowledge development and increasing foreign
market commitments. J. Intl. Business Studies, 8:
23-32.
Rogers, E.M., 1962. Diffusicn of [nnovations. New
York, Free Press, 1995, 4™ Edn. Pp: XVII+518.
6. Tirole, J., 1992. The Theory of Industrial
Organisation, Cambridge. {Mass.}, MIT Press, pp:
XI1+479.
Varian, H.R., 1992, Microeconomic Analysis.
3% Fdn, New York, W.W. Norton, Coll. Intl.
Student Edn., pp: XV+3506.

S



