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UNIT-2
2.6 CORE COMPETENCIES AND DISTINCTIVE CAPABILITIES

Core competencies and distinctive capabilities are integral concepts in strategic
management, often linked to the Resource-Based View (RBV). Both terms refer to the
unique strengths that give a company a competitive edge, but they are distinct in their
specific definitions and applications.

Core Competencies

Core competencies are the collective learning and coordination skills behind the firm's
product lines and are key to gaining competitive advantage. They are not products or
technologies but rather the organizational skills and knowledge that underpin a firm'’s
ability to deliver unique value.

Characteristics of Core Competencies

1. Valuable: They provide access to a wide variety of markets and contribute
significantly to customer benefits.

2. Rare: Not possessed by many competitors, thus giving the firm a unique position
in the market.

3. Inimitable: Difficult for competitors to replicate due to the complex nature of the
skills and knowledge involved.

4. Non-substitutable: Cannot be easily replaced by other resources or capabilities.
Examples of Core Competencies

e Sony: Miniaturization technology.

o Honda: Expertise in engines and powertrains.

e Apple: Innovative design and user-friendly interfaces.
Distinctive Capabilities

Distinctive capabilities are unique attributes that a firm possesses, which allow it to
achieve superior performance. These capabilities are often rooted in the firm's history,
culture, or unique processes, and they set the firm apart from its competitors.

Characteristics of Distinctive Capabilities

1. Unique: Distinctive capabilities are specific to the firm and result from unique
historical circumstances, particular skills, or proprietary processes.
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Contributory to Competitive Advantage: They directly contribute to the firm'’s
ability to outperform its competitors.

3. Difficult to Duplicate: Like core competencies, distinctive capabilities are hard
for competitors to imitate.

Examples of Distinctive Capabilities

e Toyota: Just-in-time (JIT) manufacturing and continuous improvement processes
(Kaizen).

e Walmart: Efficient supply chain management and logistics.
o Southwest Airlines: Unique company culture and operational efficiency.
Differences Between Core Competencies and Distinctive Capabilities

e Scope: Core competencies often span across multiple products or markets, while
distinctive capabilities are more narrowly focused on specific areas where the
firm excels uniquely.

e Focus: Core competencies are more about the underlying skills and knowledge,
whereas distinctive capabilities often refer to specific processes or business
practices.

e Outcome: Both contribute to competitive advantage, but core competencies are
foundational skills that support various business activities, whereas distinctive
capabilities are standout features that directly set the firm apart from competitors.

Integrating Core Competencies and Distinctive Capabilities in Strategy

1. Identify and Leverage: Firms should identify their core competencies and
distinctive capabilities and leverage them to create a competitive advantage.

2. Align with Strategy: Ensure that these unique strengths are aligned with the
firm’s overall strategy to maximize their impact.

3. Invest in Development: Continuously invest in and develop core competencies
and distinctive capabilities to maintain and enhance competitive advantage.

4. Protect and Sustain: Safeguard these unique strengths from being imitated by
competitors through patents, trade secrets, or continuous innovation.

Conclusion

Both core competencies and distinctive capabilities are crucial for a firm's strategic
success. Core competencies provide the foundational strengths that enable the firm to
enter and compete in various markets, while distinctive capabilities highlight the unique
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aspects that give the firm a distinct competitive edge. Together, they form the bedrock
upon which firms can build and sustain long-term competitive advantage.
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