
Indicative solutions to questions concluding the chapter 
1. What is the resource-based view of the firm? Why are resources and capabilities so 

important in strategy formulation and choice? 

The resource-based view of the firm biases the internal resources and capabilities of 
organizations/firms in determining strategic options. Firms are viewed essentially as bundles of 
resources and capabilities that are configured in such a way so as to bestow competitive advantage. 

2. Does a resource have to be unique to be rare? Explain your answer. 

No. A rule of thumb is if the number of firms that possess a particularly valuable resource (or bundle 
of resources) is less than the number needed to generate perfect competition, the resource has the 
potential to offer competitive advantage (i.e. it is rare).  

3. If a resource is valuable, rare, inimitable and organizationally supported what advantage 
does that offer? 

Sustained competitive advantage. Sustained competitive advantage is long-term structural 
advantaged conferred by resources and capabilities being VRIO. It is not infinite, but if they are 
managed strategically, sustained competitive advantage is the likely outcome. However, climate 
change is a factor that may challenge the efficacy of a resource or capability. For example, assets of 
the oil industry, capabilities around internal combustion engines and other carbon intensive 
processes may render then non-valuable. 

4. Why if a resource is not valuable, rare, inimitable and organizationally supported should it 
be disposed of? Under what circumstances might such a resource be retained? 

Resources and capabilities that are neither valuable, rare, inimitable and organizationally supported 
can confer competitive disadvantage. In which case, firms need to think about mitigating their 
effect.  

5. Apply the value chain to one of the following businesses: auto assembler; smartphone 
manufacturer; fashion retailer; supermarket. 

This is a class exercise using Porter’s framework. Care is needed as the model serves manufacturing 
well, but not so well services. 

6. What is the difference between a supply chain and a value chain? 

The supply chain is a process that leads to the completion of an operation such as the manufacture 
of a product. It is often viewed as a chain of suppliers inputting into a final product. Supply chains 
are defined in terms of flows of resources and not value. Supply chains are very much operational in 
focus. 

A value chain maps out the constituent elements of the activities that deliver products and services 
and highlights where the value is added, by how much and gauges the overall percentage 
apportioned to each of those activities. Modern value chains are full-lifecycle and hence encompass 
disposal/repurposing as well as use/consumption. In the case of coffee, the value chain involves 
farming/harvesting – distribution – roasting – blending – retail. It is possible to attribute a certain 
sum to each element of the process that leads to consumption. Whether it is equitable, is another 
matter (Gereffi and Kaplinsky 2001). 



7. Why are supply chains important fully to understand with respect to carbon accounting? 

Extended supply chains are major contributors to GHG emissions through global transportation. 
Strategists keen to manage Scope 3 emissions may well look to shorten supply chains; to source 
closer to the point of production/use. 

8. TOWS is a prescriptive technique of strategic choice. What are its limitations? 

The key limitation is the temptation for analysts to opt for so-called Maxi-Maxi. This is where the 
strengths and the opportunities align with one another. However, this may be fine where the world 
is predictable and environment controllable, but it is increasingly not so. Threats are legion, and to 
ignore them when it comes to strategic options is to risk being caught out later. For example, if 
climate is not seen to be a threat at any point in time, when it finally begins to impact on the 
business (through regulation, insurance challenges, loss of customers), it may be too late. 

9. What is a core competence? Should a core competence always be the basis of product and 
business strategies? 

A core competence is a strategic and leverageable capability. By leverageable it is meant a capability 
that can form a thread through all activities of the firm, or at least its products. For example, Canon’s 
optical core competence can be found in all of its physical products. It is leveraged to competitive 
advantage and sustained through R&D and new product offerings. 

Should it always be the basis of product and business strategies? No. It works for some firms, but 
there are successful diversified firms with a broad selection of capabilities that are leverageable to 
different degrees. 

10. What is a dynamic capability? What makes it different from a capability? 

Dynamic capabilities are inherently strategic – it is what makes the different from mere capabilities. 
They can be reconfigured rapidly and in a timely fashion. Tech firms are often armed with dynamic 
capabilities. They were also evident during the Covid-19 pandemic where firms reconfigured their 
capabilities to enter new markets, or merely to continue to serve existing market when the normal 
route to market – a shop, for example – was closed. Dynamic capabilities may also be about asset 
management, organizational culture and avoiding path dependency. 
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