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UNIT-2 

2.5 RESOURCE BASED VIEW 

The Resource-Based View (RBV) is a strategic management framework that focuses on 

the internal resources of a firm as the primary determinants of its competitive 

advantage and performance. This perspective contrasts with the external, market-based 

view which emphasizes the firm's position in the industry and competitive 

environment. The RBV asserts that unique resources and capabilities are the key to 

sustained competitive advantage. Here are the key components and principles of the 

Resource-Based View: 

Key Components of the RBV 

1. Resources: These are the assets, capabilities, processes, attributes, knowledge, 

and other elements that a firm controls. Resources can be classified into three 

broad categories: 

 Tangible Resources: Physical and financial assets such as machinery, 

buildings, technology, and capital. 

 Intangible Resources: Non-physical assets like brand reputation, 

patents, intellectual property, and organizational culture. 

 Human Resources: Skills, expertise, and competencies of the firm's 

employees. 

2. Capabilities: These refer to the firm's ability to utilize its resources effectively. 

Capabilities are often developed over time through complex interactions among 

a firm’s resources. Examples include a company's ability to innovate, its 

customer service, or its efficiency in production processes. 

3. VRIO Framework: The RBV suggests that for resources and capabilities to 

provide a sustainable competitive advantage, they must meet the VRIO criteria: 

 Valuable: Resources and capabilities must enable the firm to implement 

strategies that improve efficiency and effectiveness. 

 Rare: Resources and capabilities must be scarce relative to demand; they 

should not be widely possessed by competitors. 

 Inimitable: It must be difficult for competitors to imitate or acquire these 

resources and capabilities. 

 Organized: The firm must be organized to exploit these resources and 

capabilities fully. 
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Principles of the RBV 

1. Heterogeneity: Firms have different bundles of resources and capabilities. This 

diversity allows firms to implement varied strategies leading to different 

performance outcomes. 

2. Immobility: Resources do not move easily between firms. They are often sticky 

and cannot be traded or replicated easily, which makes it challenging for 

competitors to duplicate a firm's unique resources and capabilities. 

Implications for Strategy 

 Strategic Focus: Firms should focus on identifying and developing their unique 

resources and capabilities rather than solely concentrating on external market 

conditions. 

 Sustaining Competitive Advantage: By maintaining and protecting resources 

that meet the VRIO criteria, firms can sustain their competitive advantage over 

the long term. 

 Resource Development: Firms should invest in developing new resources and 

capabilities to adapt to changing environments and continue to outperform 

competitors. 

Criticisms of the RBV 

While the RBV has significantly influenced strategic management, it has faced several 

criticisms: 

 Static Nature: Critics argue that the RBV can be overly static and may not 

account adequately for the dynamic nature of competitive environments. 

 Resource Definition: The broad definition of resources can sometimes be vague 

and all-encompassing, making it challenging to apply the framework concretely. 

 External Focus: The RBV might underemphasize the importance of external 

factors and the role of industry structure in shaping firm performance. 

Conclusion 

The Resource-Based View provides a robust framework for understanding how firms 

can achieve and sustain competitive advantages through their unique resources and 

capabilities. By focusing on internal strengths and ensuring that these resources meet 

the VRIO criteria, firms can strategically position themselves to achieve long-term 

success. 
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