
Resource-Based Strategy 

 

‘Marketing capabilities are sometimes distinctive, sometimes reproducible. The 

importance of the distinction for strategy is this. Only distinctive capabilities can 

be the basis of sustainable competitive advantage.’ John Kay 

  

 

 

A company‟s strategy consists of the competitive efforts and business approaches that managers 

employ to please customers, compete successfully, and achieve organizational objectives. It 

represents management‟s answers to such fundamental business questions as to whether 

concentrate on a single business or build a diversified group of business, which cater to a broad 

range of customer or focus on a particular market niche. A strategy, thus, reflects the managerial 

choices among alternatives and signals organizational commitment to particular products, 

markets, competitive approaches, and ways of operating the enterprise (Hooley, Greenley, Fahy, 

& Cadogan, 2001; Kay, 1999).  

 

In discussing the formulation of strategy, Kay (1999) argues that it is a process of analyzing the 

firm‟s strengths and weaknesses within the markets in which it operates. Thus, Kay (1999) 

asserts that the analysis answers two fundamental questions in strategy formulation. First, what 

are the sources of competitive advantage for a company to succeed? Second, how can a company 

reach an attractive competitive position and create a sustainable competitive advantage?  

 



Sustainable competitive advantage as argued by John Kay is only achieved if the company has 

distinctive capabilities or resources that its competitors does not have. Kay (1999) argues that 

resources can be considered as unique or reproducible. A unique resource, an example of which 

is the brand name of ABB, can be considered as an important asset that can be a basis of 

sustainable competitive advantage. A reproducible resource and capabilities, on the other hand, 

pertain to assets that can be easily copied or reproduced by competitors and does not offer the 

company the distinctive competitive advantage. A good example of a reproducible resource is 

the process of manufacturing distribution transformers. Many are now able to produce 

distribution transformers on their own and can learn the process more quickly and easily (Kay, 

1999). 

 

Therefore, Kay‟s argument depicts a part of the process of strategy formulation which requires 

managers to view the current position and resources at its disposal, and resources that need to be 

acquired in order to meet market expectations. The researcher will first look at the different 

views in strategic management. To appreciate the contribution of resource-based view to 

strategic management, the researcher will describe the trend in the development of strategic 

management. Moreover, the researcher will discuss the resource-based view of strategy and how 

this view supports that strategy formulation which requires a good understanding of the current 

market position, which includes its resources and capabilities, and how the company can take 

advantage of market opportunities. Lastly, we shall look into the sources of competitive 

advantage and discuss a tool often used to identify these capabilities and resources.  

 



However, before proceeding further into the discussion of the different views in strategic 

management, for this study the working definition of competitive advantage will be the ability of 

a firm to generate economic rents from its customers (Kay, 1999). Kay (1999) defines economic 

rent as “what firms earn over and above the cost of the capital employed in their business”. 

Economic rent increases the shareholder value by ensuring that its investment or acquisition is 

greater than the cost of capital yield. Kay (1999) argues that economic rents are the real measure 

of competitive advantage because a firm can only earn economic rents if it has distinctive 

competitive advantage in the market.  

  

Early Foundation of Strategic Management  

 

Hoskisson, Hitt, Wan, and Yiu (1999) discussed the development of strategic management in the 

last two decades in his article Theory and Research in Strategic Management: Swings of a 

Pendulum. Hoskisson et al. (1999) identified the research on business policy as a precursor on 

Strategic Management. Studies of Chandler‟s Strategy and Structure, Ansoff‟s Corporate 

Strategy, and Learned‟s et al.‟s Business Policy: Text and Cases were of particular importance in 

the early years of strategic management.  

  

Chandler argued that corporate organizational structures were created and developed in line with 

the firm‟s strategic goal to improve and grow further. As firms set out their vision and future 

objectives and strategic plan on how they are going to achieve these goals, they also realign their 

people and „organizational design‟ to support this aim. As the market environment change and 



the need for the firm to shift its market strategy, complementary new structures are built in order 

for the organization to adapt with the changes (Hoskisson et al., 1999). 

 

In Corporate Strategy, Ansoff described the many facets in which managers use to understand 

the market and offer a specific marketing proposition. His description of the process suggests of 

a “common thread” between the firm‟s actions within the market and their product offerings. 

Ansoff identified four aspects of marketing strategy (1) what is the product market scope, (2) 

how fast is the market growing (growth vector), (3) what are the unique benefits or features of 

the product or resources in the company that will allow us to successfully compete (competitive 

advantage), and (4) how can we create greater value for the products and markets (synergy) 

(Hoskisson, et al., 1999). 

 

Andrews and his colleagues discussed the different functions and responsibilities of general 

management in the context of goal setting and achieving these goals within the enterprise. 

Learned et al. first introduced the Chief Architect approach wherein it focuses on the Chief 

Executive Officer‟s role in providing strategic vision and ensuring that the organization is in line 

to achieve these goals. Their study also introduces the concepts of strategy formulation and 

implementation. They note that while these two aspects are interrelated, they are practically 

separated aspects of strategy (Hoskisson, et al., 1999). 

 

The three researches of Chandler, Ansoff, and Learned et al. provided the foundation for the 

development of Strategic Management. All three offered unique concepts and frameworks in 

understanding how strategies were formulated in relation to the organizational structure and the 



market which the firm is serving. Chandler‟s main contribution is about his view that „structure 

follows strategy‟ and strategy is framed in the context of the firm‟s capabilities and the market 

opportunities. On the other hand, Ansoff‟s main argument is about the manager‟s role and 

responsibility in strategic goal setting and implementation. Learned et al. further elaborated 

Ansoff‟s argument by highlighting process of top-down approach in strategic management. 

(Hoskisson, et al., 1999).  

 

In addition, researchers also took note the early study of Selznick‟s Leadership in 

administration: A sociological interpretation. Selznick introduced the concept of “distinctive 

competence” and leadership in management studies. The research of Selznick highlighted the 

focus of company on its internal strengths and managerial capabilities in evaluating its market 

position and strategic direction, which is of particular importance later in the development of the 

resource-based view on strategy (Hoskisson, et al., 1999). 

 

Industrial Organization Economics 

 

The industrial organization (IO) economics periods marked the influence of economics in 

strategic management and its research. This period adopted a more „scientific approach‟ in 

analyzing how strategies were formulated within the company. It heavily relied on quantitative 

analysis to validate its postulates on strategy, and this technique in strategy research has moved 

away from the traditional inductive case analysis during the early foundations of strategic 

management. Researches were also based on popular frameworks such as Bain and Mason‟s… 


