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Unlocking Success: The Power of Resource-Based View

Salwa Muda and Musliha Musman

The Resource-Based View (RBV) is a fundamental
theory in the field of strategic management, originating
from seminal works by Wernerfelt (1984) and Barney
(1991). It garners interest from scholars across diverse
management  disciplines such as  marketing,
entrepreneurship, finance, international business, and
human resource management. RBV posits that
organizational resources have the potential to confer
sustained competitive advantage, thereby influencing
firm performance. Central to RBV is the notion that not
all resources are equal. Some resources are more
valuable, rare, difficult to imitate, or non-substitutable
than others. These resources, when effectively utilized, can provide a firm with a sustainable competitive
advantage that is difficult for competitors to replicate. At its core, RBV assumes heterogeneity among
resource bundles and internal capabilities, which strategically differentiate firms from competitors (Barney,
1991; Wernerfelt, 1984). This implies that resources that meet these criteria are scarce and difficult to
replicate, thereby providing firms with a lasting competitive edge.

RBYV focuses on resources and capabilities, which enable
firms to perform specific tasks and achieve superior
performance. Resources, as defined by Wernerfelt (1984),
encompass tangible and intangible assets semi-
permanently tied to the firm. Tangible assets may include
physical resources like manufacturing facilities,

machinery, and financial assets. Intangible assets could
% include intellectual  property, brand reputation,

< organizational culture, and knowledge assets.

Barney (1991) classifies resources into three categories: (1) physical capital, (2) human capital, and (3)
organizational capital resources, each offering strengths in strategy execution. However, not all resources
contribute equally to firm performance; some may even weaken it. This highlights the importance of strategic
resource allocation and management in achieving sustainable competitive advantage. Capabilities refer to
the role of strategic management in addressing the changing business environment by appropriately adapting,
integrating, and reconfiguring internal and external organizational skills, resources, and functional
competences (Teece et al., 1997). The interaction between these resources and a firm's capabilities forms the
basis for its competitive advantage and performance.

For a resource to contribute to sustained competitive advantage, it must exhibit four essential attributes:
being valuable, rare, inimitable, and non-substitutable.

1.Valuable

Resources are deemed valuable if they can provide firms with opportunities to implement strategies such as
increase efficiency, reduce costs, or improve other key performance indicators for improving performance.
For example, a firm's strong brand reputation may be valuable if it enables the company to command
premium prices or attract loyal customers.
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2. Rare

The firms’ valuable resources must be different from other competing firms to avoid the same strategies
implemented among firms that might hinder the competitive advantage. Rarity is essential for achieving
competitive advantage because it implies that competitors cannot easily replicate or substitute the resource.
For instance, proprietary technology or unique expertise within the organization may be rare and therefore
contribute to competitive advantage.

3. Inimitable

The valuable and rare resources are not exposed to the possibility of

being imitated by other competing firms. The resource must possess

characteristics that make it difficult for rivals to replicate, such as

complex organizational processes, proprietary knowledge, or unique

historical conditions. For example, the intricate network of 1 J 1 j ) u J J
relationships built by a firm over many years may be difficult for =~

competitors to replicate.

4. Non-substitutable

Non-substitutability refers to the absence of equivalent alternatives that can replicate the benefits provided
by a firm's resources or capabilities which might jeopardize their unique contributions to competitive
advantage. This criterion ensures that the firm's advantages cannot be easily nullified by competitors offering
similar products or services. For instance, a patent on a groundbreaking technology may be non-substitutable
if no other technology can provide the same benefits to customers. In contrast, the resources are considered
substitutable if two resources are used to pursue the same strategies, which in turn might not generate a
competitive advantage.

In summary, RBV asserts that competitive advantage arises when a firm possesses and exploits resources
and capabilities that are valuable, rare, difficult to imitate, or non-substitutable. This can manifest in various
forms, such as cost leadership, product differentiation, superior customer service, or technological
innovation. By identifying and developing unique sources of value, firms can position themselves for long-
term success in dynamic and competitive markets.
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