
Introduction: Week 3
According to Caglar, Pandrangi and Plansky (2012), if an organisation is not well-designed, not nimble enough to move quickly or indeed aligned enough to work in harmony, it might not be fit for sustainable growth. Indeed there are many established companies who have experienced difficulties because they were not agile enough to respond to changes in the external environment as a result of their cumbersome internal processes and structures. For example, Marks and Spencer and Sainsbury’s back in the late 1990s suffered the consequences of rigid internal structures and processes, causing them to lose sight of the changing needs of the consumer as well as the changes happening on the high street and the value being offered by their competitors.  On the other hand and according to Palmer and Hartley (2009), where organisations have spotted emerging trends in the business environment, there have been many success stories. For example, as a result of government deregulation, Ryanair and easyJet spotted the opportunity to offer profitable low-cost and ‘no frills’ air services, hence widening their target audiences.
Whilst there will be continual environmental changes, it is how organisations are strategically geared up for such changes that will ultimately be the differentiating factor and this will largely depend on the organisation’s strategic capabilities in terms of their resources and competences and how they are best utilised, (Johnson et al, 2012). It is therefore important that managers have an appreciation of how their organisation is different from its competitors i.e. how does the organisation achieve its competitive performance? In considering this question, managers might take a resource-based view (RBV) of strategy. 
To further clarify, resources are the assets that organisations have or can call upon (e.g. from partners or suppliers), that is, ‘what we have’. Whereas competences are the ways those assets are used or deployed effectively, that is, ‘what we do well’, eg 3M’s competence with sticky tape created the market for Post-It Notes, magnetic tape and pressure-sensitive tape, (Hamel and Prahalad, 1990).
…………… Pause for thought – consider what your organisation does well that gives it its competitive advantage.
Johnson et al (2012, p. 83) asserts that ‘the competitive advantage and superior performance of an organisation is explained by the distinctiveness of its capabilities.’
 (
Figure 3.1 (Johnson et al (2011), 9e)
)

However in order to avoid stagnation as previously experienced by M&S, for example, an organisation also needs to have the dynamic capability to continually renew and recreate its strategic capabilities to meet the needs of changing environments in sustaining long-term competitive advantage, (Teece, 1997). Examples of organisations which continually renew and recreate their strategic capabilities are Tesco, Virgin and 3M.
…………… Pause for thought – can you think of any other examples?
In further considering an organisation’s capabilities in the context of a new business venture or indeed in an ever-changing landscape, it is important to distinguish between threshold and distinctive capabilities, suggested by Johnson et al (2011) as follows:
· Threshold capabilities are those needed for an organisation to meet the necessary requirements to compete in a given market and achieve parity with competitors in that market – ‘qualifiers’.
· Distinctive capabilities are those that critically underpin competitive advantage and that others cannot imitate or obtain – ‘winners’.
 (
Figure 3.2 (Johnson et al (2011), 9e)
)

Distinctive capabilities and competences are better than competitors’ and difficult to imitate.
…………… Pause for thought – now identify your own organisation’s threshold and distinctive capabilities.
Still focusing on an organisation’s strategic capabilities, we are now going to consider what has been suggested by Barney (1991) as the four key criteria by which capabilities can be assessed in terms of providing a basis for achieving sustainable competitive advantage – these are value, rarity, inimitability, non-substitutability. 
 (
Figure 3.3 (Johnson et al (2011), 9e)
)

…………… Pause for thought – consider to what extent your organisation has capabilities which fulfil any of the above criteria.
How do organisations provide value?
…………… Pause for thought – consider the following questions?
· How do holiday companies provide value?
· How do food retail companies provide value?
· How do universities companies provide value?
· How do clubs provide value?
Another way of analysing an organisation’s sources of competitive advantage is by thinking of an organisation in terms of sets of its activities as proposed by Porter (1985) in developing the Value Chain framework. It has been more recently suggested by Baines et al (2011) that an organisation competes for business by providing enhanced customer value through a coordinated chain of activities which include product design, production, delivery and support. The value chain can be used by managers to glean a better understanding of an organisation’s strategic position in a number of ways, as suggested by Johnson et al (2011):
1. Prompting managers to think differently about the role different activities play 
2. Analyse the competitive position of the organisation by using the VRIN criteria
3. Analyse the cost and value of key activities within the organisation 
4. Identification for cost reductions
[bookmark: _GoBack]In this introduction you have been briefly presented with a variety of methods for analysing an organisation’s strategic capability in order to be fit for growth and sustaining competitive advantage in a continually evolving business environment. You are now going to practically apply and deploy these frameworks to an organisation you’re familiar with but before doing so, it is strongly recommended that you undertake some background reading as indicated in the list below. You will find some of the suggested articles are available on Moodle.
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