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Shareholder Theory
Developed by Milton Friedman (1970), this view argues that the main
responsibility of a business is to maximise shareholder profit. Managers
should focus on financial returns and increasing shareholder wealth.
Example: A firm cutting costs or exiting unprofitable markets to increase
profit margins.
Limitation: It can ignore environmental and social impacts, leading to
unethical or short-term decision-making.
Stakeholder Theory
Developed by R. Edward Freeman (1984), this view argues that businesses
should consider the interests of all stakeholders, not just shareholders.
This includes employees, customers, suppliers, communities, and the
environment.
Example: Unilever investing in sustainability and ethical sourcing while
still remaining profitable.
Limitation: Can create conflicting priorities and reduce focus on profit
maximisation.
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Figure 5.1 The seven elements of the marketing mix
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RBV (Resource-Based View)

Created by Jay Barney (1991). RBV argues that competitive advantage comes
from a firm’s internal resources and capabilities rather than external market
conditions. It is used to identify sources of sustained competitive advantage
and assess internal strengths. The key idea is VRIO: resources must be
Valuable, Rare, Inimitable, and Organised. For example, Apple gains
advantage through its brand and ecosystem, which are difficult to replicate.
A limitation is that intangible resources are hard to measure and the model
assumes resources remain stable over time.

Value Chain Analysis

Created by Michael Porter (1985). This framework breaks a firm into activities
that create value for customers in order to improve efficiency, reduce costs,
and enhance differentiation. It consists of primary activities (inbound
logistics, operations, outbound logistics, marketing and sales, and service)
and support activities (HR, technology, procurement, and infrastructure). For
example, Amazon creates advantage through highly efficient logistics and
warehousing systems. A limitation is that it is internally focused and can be
complex in digital or platform-based firms.

Internal

Strategy Clock (Bowman’s Strategy Clock)
Created by Cliff Bowman and David Faulkner (1996).
The Strategy Clock is a framework used to analyse competitive positioning
based on price and perceived value. It helps firms decide how to position
their products in the market relative to competitors.
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transformation

“Innovation is the specific instrument of entrepreneurship... the act

that endows resources with a new capacity to create wealth.”
— Peter Drucker (1985)





