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TUTORIAL 201 INTRODUCTION 
 

Dear Student 
 
Congratulations to students who submitted Assignment 01. Regardless of the marks you have 
obtained, this means that you have been accepted to write MNG3701 in the October/November 
examination period. The aim of Tutorial Letter 201 is to provide feedback on Assignment 01 in 
the form of a model answer. It is very important that you read through the contents of this 
tutorial letter carefully, as it offers you guidance on what was expected of you with regard to 
Assignment 01. This will assist you in knowing what is expected of you in order for you to 
master the learning outcomes of the module. This will be of great value during your exam 
preparation. This tutorial letter will also assist you in identifying possible improvements which 
you may want to incorporate into Assignment 02. 
 
As stated in your Tutorial Letter 101, each assignment covers the contents of specific learning 
units and their associated learning outcomes. The outcomes in learning units 1, 2, 3 and 4 were 
assessed in Assignment 01. You had to refer to sections 1, 4, 5, 7 and 8 in the prescribed 
textbook. 
 

Assignment 01 dealt with a discussion on the following: 

 The shortcomings of the traditional process approach to strategic management and the 
new perspectives on strategic management that have emerged in response to these 
shortcomings.  

 The comparison between strategic, tactical and operational decisions.  

 The analysis of the industry environment in which Apple operates in terms of the parties 
to consider in the industry environment for organisations in the mobile applications 
industry.  

 The resource-based view and a discussion on Apple’s sources of resources, capabilities 
and core competencies.  

 
Students were expected to present answers in an essay format, using the prescribed 
assignment guidelines provided in section 6.3.2 of Tutorial Letter 101. Feedback and comments 
on Assignment 01 were made through the use of an assignment evaluation sheet (rubric), which 
was presented in section 1.4 of Tutorial Letter 101 (Annexure D). The assignment evaluation 
sheet is a useful tool to guide you on how marks have been allocated and it helps you to identify 
areas that need immediate improvement.  
 
As stated in your Tutorial Letter 101, you will realise that only one out of the four questions 
of your assignment was marked. However, this tutorial letter contains feedback on all the 
questions in the assignment. 
 
We strongly recommend that students submit their assignments online via myUnisa, in PDF 
format, so as to allow speedy and efficient assignment administration in terms of receipt, 
marking and delivery back to the student. For those who submitted their assignments online, 
you will receive your marked assignments, together with the marker’s assessment, in your 
myLife e-mail account immediately after marking has been completed. For those who have 
submitted the assignment by post, you will receive your marked assignment, together with the 
marker's comments and the assignment evaluation sheet (rubric), in the post or by courier.  
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FEEDBACK ON ASSIGNMENT 01 

Assignment 01 was an essay-type assignment based on Apple’s innovation strategy, provided 
in Annexure A of Tutorial Letter 101. You had to answer all four questions and you should have 
used this article to support statements made in the last three questions. The first question was 
theoretical and you could have attempted to support your discussion with examples from any 
appropriate organisational context of your choice; examples from the case study would also 
have been considered.  
 
Tutorial Letter 101, section 6.3.2, provided you with guidelines for answering essay-type 
questions. If you did not adhere to these guidelines, you would have been penalised in your 
assignment. In addition, merely copying facts from the prescribed book, without supporting your 
answers with theoretical information obtained from accredited scientific articles or practical 
examples where necessary, is not sufficient. You needed to demonstrate that you could balance 
strategic management theory and the application of strategic planning concepts in real business 
settings.  

 
You also needed to satisfy the correct technical requirements by structuring your essay 
according to the guidelines mentioned above. In other words, your essay had to consist of an 
introduction, a main body of discussion and a conclusion. Remember that you had to number 
your pages and that the headings in the text also had to be numbered. You should have 
included a table of contents as the first page of the assignment, as well as a list of references. It 
is important to note that up to five marks were deducted for not meeting the technical 
requirements. The body of your assignment should not have exceeded ten (10) pages, 
excluding the cover page, introduction, conclusion and list of references. 

We could not provide detailed model answers for case studies where application to a chosen 
organisation was required. Each student's answer differed and was assessed individually. 
Marks were allocated based on the strength of your arguments and practical application. Some 
guidelines have been given below on how marks were allocated.  
 
An essay assignment starts with an introduction. The aim of the introduction is to introduce key 
concepts addressed in your assignment as well as various issues to be discussed. It is also 
important for your assignment to introduce the reader to the organisation on which the 
assignment is based – in this case, Apple Inc.  
 
The following is an example of an introduction to the assignment: 
 

1   MODEL ANSWER INTRODUCTION 

 
The turn to Strategy-as-Practice provides an opportunity for establishing an alternate 
perspective that is evidently different from the traditional process perspective (Chia & Mackay, 
2007). This perspective provides a steady stream of research that has increasingly directed 
attention to the importance of attending to micro-social practices within organisations (Knights & 
Morgan, 1991; Hendry, 2000; Jarzabkowski, 2005). Regardless of the new perspective to 
strategy, it remains vital for organisations to perform an intensive diagnosis of the specific 
environments, both internally and externally, to be able to position an organisation’s competitive 
situation in the industry (Porter, 1985).  
 
The discussion that follows on questions 1 to 4 is based on the explanations of the 
shortcomings of the traditional process approach to strategic management and the new 
perspectives on strategic management that have emerged in response to these shortcomings, 
together with the use of practical examples. This discussion will also deal with the comparison 
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between strategic, tactical and operational decisions. A discussion follows on the concept of the 
analysis of the industry environment in which Apple operates, in terms of the parties to consider 
in the industry environment for organisations in the mobile applications industry. The concluding 
section of the assignment deals with a resource-based view and a discussion on Apple’s 
sources of resources, capabilities and core competencies. 
 
Now you can start answering the assignment questions, with headings and subheadings that 
correspond with the questions. 
 
 
2 SHORTCOMINGS OF THE TRADITIONAL PROCESS APPROACH TO STRATEGIC 

MANAGEMENT AND NEW PERSPECTIVES ON STRATEGIC MANAGEMENT 

 
Question: Critically discuss the shortcomings of the traditional process approach to strategic 
management and identify the new perspectives on strategic management that have emerged in 
response to these shortcomings.  
 
2.1 The traditional process perspective 

The traditional process perspective on strategic management draws on the perspective that 
management tasks consist of planning, organising, leading and controlling. Building on this 
view, strategic roles of top management consist of formulating strategy (planning), implementing 
strategy (organising and leading) with the help of middle managers and the rest of the 
organisation, and ensuring that strategic plans and implementation initiatives stay on track 
(Louw & Venter, 2014; Venter, Brevis, Davis, Jacobs, Jansen van Rensburg, Meyer, 
Nieuwenhuizen, Singh & Van Zyl, 2014).  
 
Strategic management from this perspective can be described as a rational approach that 
organisations use to achieve strategic competitiveness and competitive advantage. The 
structure of the traditional process approach to strategic management comprises three phases 
as follows: 
 

 Strategic planning or strategy formulation 
This phase entails deciding on the organisation's strategic direction and its long-term objectives. 
It also deals with analysing the organisation's external and internal environments to determine 
the strengths, weaknesses, opportunities and threats in the organisation’s environment. 
Strategic planning ends with strategic choice whereby appropriate competitive strategies are 
selected. 
 

 Strategy implementation or execution requirements 
This phase involves determining the appropriate leadership and culture, instituting for an 
organisation to become a learning organisation, and formalising systems, policies and 
procedures, organisational architecture and structure. 
 

 Strategy review, feedback and control   
The aim is to minimise any deviations from the selected strategies and to apply corrective 
measures where necessary. This phase is therefore a control measure, ensuring that strategy 
implementation is on track. 
 
Venter et al (2014) emphasises that the traditional process perspective offers distinct attributes 
in that there is a clear separation between the “thinking parts” of strategy (strategy formulation) 
and the “doing parts" (strategy implementation). There is also a clear separation of responsibility 
(e.g. top management is responsible for formulation and middle management for 
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implementation). The strategic management process is portrayed as a neat, cognitive (rational), 
logical and sequential process (e.g. thinking happens before doing). 
 
The traditional perspective of strategy has its roots in microeconomics and accordingly is 
primarily interested in understanding how competitive advantage can be established and 
maintained. Following on from this, the traditional perspective on strategic management is 
interested in understanding how organisations can develop and maintain a competitive 
advantage. 
 
In pursuit of the clarification and the articulation of an alternative set of ontological and 
epistemological premises for theorising strategy, there has been some criticism based on the 
traditional process approach (Chia & Mackay, 2007; Venter et al, 2014). Some criticism has 
been levelled at the traditional process approach to strategic management outlined above as 
not having kept up with change (Venter et al, 2014). From the viewpoint of social research, day 
to day strategy practices are evident configurations of actions arising from accustomed trends 
and adopted characters rather than from deliberate and purposeful goal-setting initiatives (Chia 
& MacKay, 2007; Venter et al, 2014).  
 
Venter et al (2014) described the major criticisms of the process perspective to include the idea 
that the process perspective emphasises a rational and linear process, and comprises a 
consecutive phase which does not effectively embrace new competitive realities. Because it is a 
linear process, the effects of the complex and dynamic nature of the external environment are 
not fully considered. With the traditional process perspective, strategy formulation and strategy 
implementation are seen as separate phases. Furthermore, it supports the notion that it is only 
the top management team or senior managers who develop strategy, thus ignoring potentially 
valuable contributions by all levels of staff (Jarzabkowski, 2004; Venter et al, 2014; Whittington, 
2006). It also essentially ignores the development of strategy through dialogue, conversation 
and inputs from all organisational levels, and on occasion, external expertise (Chia & MacKay, 
2007). 
 
These criticisms of the process approach to strategic management have provided the impetus 
for new insights into and approaches to strategic management to cope with new environmental 
and competitive realities. Responses to these challenges include adopting a strategy-as-
practice approach and dealing with the increasing trend in emergent, as opposed to deliberate 
strategies.  
 
2.2 Deliberate and emergent strategies 

Traditionally, the conjecture has been that strategies are intentional and planned, and referred 
to as intended strategies. According to Venter et al (2014), in the dynamic and complex real 
world of business, strategies have also come to be configured as follows: 
 

 Planned strategies are termed intended strategies, and when realised, are termed 
deliberate strategies. 

 Intended strategies that fall by the wayside and are not realised are termed unrealised or 
abandoned strategies. 

 Strategies that are not explicitly intended are unplanned and emerge over time, often 
because of changing environmental or competitive circumstances, are termed emergent 
strategies.  

 If the organisation's original intended strategies and its emergent strategies are realised, 
they are both termed deliberate strategies. 
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Venter et al (2014) argue that although planned and intended strategies function well in fairly 
stable business environments, they do not function well in the increasingly dynamic, turbulent 
and unpredictable contemporary business environments. In fact, these dynamic environments 
have led to an increase in unplanned strategies and thus emergent strategies have to cope with 
and accommodate new evolving realities. 
 
Emergent strategies can occur at any time, and can come from anywhere in an organisation, 
which means that new approaches to strategy formulation and strategising have become 
imperative for organisations if they are to survive and grow. The strategy-as-practice 
perspective is discussed in the next section. 
 
 
2.3 Strategy-as-practice perspective 

The strategy-as-practice perspective emphasises a micro-“activities-based” approach to 
understanding strategy and how managers strategise (Chia & MacKay, 2007; Jarzabkowski, 
2004; Johnson, Melin & Whittington, 2003). The key insight of strategy-as-practice studies is 
that strategy work (strategising) relies on organisational and other practices that significantly 
affect both the process and the outcome of resulting strategies. Thus, the scope of the strategy-
as-practice perspective is wider than just the strategy formulation process itself.  
 
This practice perspective focuses on social practices as the basis for explaining strategy 
emergence. It seeks to identify the strategic activities reiterated in time by the diverse actors 
interacting in an organisational context.  
 
Strategy-as-practice disagrees with the traditional process perspective which views strategic 
decision-making as a whole process and has thus tended to be less attentive to the mundane 
micro-activities that constitute the actual implementation of strategy (Chia & Mackay, 2007; 
Whittington, 2006). The strategy-as-practice perspective is concerned with the detailed aspects 
of strategising – how strategists think, talk, reflect, act, interact, emote, embellish and politicise; 
which tools and technologies they use; and the implications of different forms of strategising for 
strategy as an organisational activity.  
 
The practice perspective is also concerned with what people do during board meetings, strategy 
breakaways and other activities. Strategy-as-practice researchers recognise the complexity of 
the process and the potential influence of organisational members, not only through formal 
organisational processes, but also in everyday activities (Venter et al, 2014).  
 
Strategy as practice furthermore draws on the notion of probing into what has been referred to 
as the black box (Nelson, 1991:5) of the organisation, thereby redirecting attention to the 
internal life of organisational micro-processes themselves (Brown & Duguid, 2000; Chia & 
MacKay, 2007; Venter et al, 2014). The strategy-as-practice research field is not only focused 
on the micro-activities, but also on the context within which these micro-activities take place.  
 
The strategy-as-practice perspective supports and builds on the strategy process perspective 
and views strategy as a situated, socially accomplished activity – meaning that it is done by 
people and influenced by their context. It refers to activities that are connected with particular 
practices such as strategic planning, annual reviews, strategy workshops and their associated 
discussions (Venter et al, 2014). The strategy-as-practice perspective distinguishes between 
strategy praxis (the flow of work), strategy practitioners (the workers themselves) and strategy 
practices (the routines, discourses, technology, concepts and tools) (Venter et al, 2014).  
 
Praxis is linked to human action and encompasses “all the various activities involved in the 
deliberate formulation and implementation of strategy”. In everyday terms, praxis refers to the 



 

8 

flow of activities such as meeting, consulting, talking, calculating, writing, presenting, 
communicating and filling in forms that are employed to constitute strategies (Venter et al, 
2014). 
 
Practices are the social, symbolic and material tools through which strategy work is done. They 
are combined, coordinated and adapted to construct strategy practice, and include theoretically 
and practically derived tools such as Porter’s five forces, SWOT analysis, resource-based view 
analysis and value chains, as well as material artefacts and technologies such as PowerPoint, 
flipcharts and spreadsheets. Because of the unique characteristics of organisations, their 
managers and employees and the underlying organisational culture, practices are diverse and 
variable, which means that no one approach to strategy formulation and implementation is 
correct for all organisations. Organisations customise their strategising practices to suit their 
circumstances (Venter et al, 2014). 
 
(See Venter et al, chapter 1, pp 10, or SG, p 21–35 or Venter et al, chapter 1, pp 3–5, or SG p 
21–35) 
 
 
3 STRATEGIC, TACTICAL AND OPERATIONAL DECISIONS 

 
Question: Critically compare strategic, tactical and operational decisions and use the examples 
from the case study to support your discussion. 
 

3.1 Strategic decisions 

According to Bateman and Snell (2013:110), strategic decisions involve decisions that affect the 
long-term performance of an organisation and which relate directly to its vision, mission and 
objectives. Strategic decisions are generally ill-structured and characterised by uncertainty, risk 
and conflict (Grant & Jordan, 2012; Louw & Venter, 2013; Pearce & Robinson, 2009). However, 
managers are expected to make effective decisions in the face of these challenges. Regarding 
their characteristics, strategic decisions are typically taken at higher organisational levels and 
contribute to and are directed by the organisation's vision. They impact directly on an 
organisation's long-term direction, performance and sustainable success. The following aspects 
describe the nature of strategic decisions: 
 

 optimally exploit the links between the organisation's internal and external environments 

 require large amounts of the organisation's resources 

 are usually irreversible once made 

 are entirely future oriented and likely to affect the whole organisation 

 are shaped by the values and expectations of stakeholders 

 usually have multi-functional or multi-business consequences (Grant & Jordan, 2012:12; 
Louw & Venter, 2013:11; Pearce & Robinson, 2009:4-5). 

 

Apple’s strategic change shows how strategic decisions are made. When it comes to 
smartphone innovation, Apple changed its strategy suddenly in a fundamental way. Instead of 
releasing one new premium product each year, Apple adopted the approach favoured by the 
world’s most successful consumer brands: creating a high-end premium line for the most 
affluent customers and a scaled-down product line at a lower price point for everyone else. In 
the case of Apple, it means offering the high-end Apple iPhone 5S in gold, silver and platinum to 
its most affluent customers, and a cheaper iPhone 5C in fun plastic colours for everyone else. In 
other words, people with the gold cards get the gold phones, and the creative types get the 
colourful phones.  
 

http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://techcrunch.com/2013/09/10/iphone-5c/
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Apple’s new approach has consequences for innovation in the smartphone market. The 
innovative new technologies that are included as part of the iPhone 5S – like the fingerprint 
sensor Touch ID, the upgraded camera functionality and the new motion sensor chip for fitness 
apps – were unveiled for the 5S, but not for the 5C. This means that consumer innovation is a 
top-down, rather than a bottom-up, process. 
 
Apple’s strategy 

On low-end devices, Apple CEO Tim Cook told Bloomberg Business Week in an interview in 
2013, “We never had an objective to sell a low-cost phone. Our primary objective is to sell a 
great phone and provide a great experience, and we figured out a way to do it at a lower cost.” 
Cook’s thoughts echoed those of his predecessor, Steve Jobs, whose strategy for Apple had 
four pillars: 

1. Offer a small number of products. 

2. Focus on the high end. 

3. Give priority to profits over market share. 

4. Create a halo effect that makes people starve for new Apple products. 

 
3.2 Tactical decisions 

While strategic decisions are made at top management level, tactical decisions take place at 
middle management level and have an impact in the medium term. Tactical decisions tend to be 
more changeable than strategies. Often tactical decisions are made within functional 
departments such as marketing, finance, logistics and operations. IT research firm Gartner 
ranked Apple’s supply chain last year as the best supply chain in the world for the third time in a 
row. Apple’s products and components are manufactured by a number of suppliers around the 
world. The final assembly of most products happens mainly in China.  
 
Tactical decisions at Apple are demonstrated by the fact that Apple has built a closed 
ecosystem, with the company having control over nearly every activity in the supply chain – 
from design to retail. It has outsourced its assembly for economic reasons, but has also 
partnered with manufacturing companies that understand that Apple’s products require different 
techniques and approaches, which often must be accommodated by very little lead time. 
 
3.3 Operational decisions 

Operational decisions occur on a daily basis at the lowest organisational levels. These 
decisions support the achievement of tactical and functional strategies at middle management 
level, which in turn support the organisation’s overall strategy to realise its long-term objectives. 
 
Apple’s operational decisions depend on its business strategy’s adeptness to leverage its 
unique ability to design and develop its own operating systems, hardware, application software, 
and services in order to provide new products and solutions with superior ease-of-use, 
seamless integration, and innovative design for its customers. 
 
 
4 THE INDUSTRY ENVIRONMENT IN WHICH APPLE IS OPERATING 

 
Question: Analyse the industry environment in which Apple operates. In your discussion reflect 
on the parties to consider in the industry environment for organisations in the mobile 
applications industry. 
 
Venter et al (2014:147-148) define an industry as a group of companies offering products and 
services that are close substitutes for each other, that is, products or services that satisfy the 

http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
http://www.businessweek.com/articles/2013-09-20/apple-ceo-tim-cooks-complete-interview-with-bloomberg-businessweek#p1
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same basic customer needs. The basic customer needs that are served by a market define an 
industry’s boundary. According to Porter (2008), customers, suppliers and competitors are the 
primary determinants of industry competition. Competitors, in turn, comprise existing 
competitors, potential competitors and substitute providers. This results in seven forces, which 
are primarily existent in an industry (in terms of both the nature of competition in an industry and 
its profitability). The seven forces affecting the level of completion in an industry are customers, 
suppliers, existing competitors, potential competitors, substitute products and services, 
government intervention and complementors. Each of these will be discussed in more detail 
below. 
 
Customers: Powerful customer buying power increases industry competitiveness and reduces 
industry profitability. The power of buyers is high when: (a) they are few in number or when they 
have the ability to buy in bulk; (b) the product or service being offered is similar, making it easier 
to switch to alternate suppliers; (c) the value of the buyers' purchases is a significant portion of 
the seller’s total income; and (d) the buyers can move backwards into the supply chain by 
acquiring or developing the ability to produce the products or services themselves. Apple has 
succeeded in creating demand for its products, giving the company power over prices through 
product differentiation, innovative advertising, ensured brand loyalty and hype around the 
launch of new products. Apple has also succeeded in creating demand for its products by 
focusing on customers who are willing to pay more and by maintaining a premium price at the 
cost of unit volume. 
 
Power of suppliers: Powerful suppliers can increase industry competitiveness and reduce 
industry profitability. Supplier power is high when: (a) there are only a few major suppliers and 
they are highly concentrated in relation to the industry they serve; (b) supplies to the industry 
are not similar, thereby making it difficult for incumbents to switch to alternative suppliers; (c) 
few or no alternative or substitute products or services exist; (d) the suppliers can move forward 
into the supply chain; and (e) the value of the industry’s purchases represents but a small 
portion of the suppliers’ total income (i.e. suppliers' income is derived from serving other or 
multiple industries). Apple sells its products and resells third-party products – in most of its 
major markets – directly to consumers through its retail and online stores and direct sales. The 
company also employs a variety of indirect distribution channels, such as third-party cellular 
network carriers, wholesalers, retailers and value-added resellers. Apple uses a retail strategy 
called “minimum advertised price” (or MAP). Minimum advertised pricing policies prohibit 
resellers or dealers from advertising a manufacturer’s products below a certain minimum price. 
MAP is usually enforced through marketing subsidies offered by a manufacturer to its resellers. 
In addition, Apple’s price strategy is effective insofar as it prevents retailers from competing 
directly with Apple’s own stores and it also ensures that no one reseller has an advantage over 
another. So Apple is able to keep its distribution channels clean as well as make more money 
on its direct sales. The Macworld article further noted that iPhones were not under a strict 
pricing model, as they are sold at a lower price with wireless contract deals, as retailers gain a 
commission from carriers. 
 
 
Existing industry members and rivalry: Intense rivalry has the effect of increasing industry 
competitiveness and reducing profitability where they prevail. The degree of rivalry is dependent 
on industry growth rate as well as the number of players, their relative size and competitive 
abilities. Competitive rivalry is high when: (a) there are a large number of rivals who are 
relatively equal in size and power; (b) the industry is growing slower and incumbents are vying 
for the support of existing customers rather than seeking new customers; (c) incumbents carry 
huge fixed costs; (d) rivals have excess capacity; and (e) existing players are unable to exit the 
industry either due to the high costs associated with ceasing operations or high exit barriers. 
With increasing competition from Android and low-cost smartphones, as well as saturation in the 

http://marketrealist.com/2013/04/apples-ios-and-samsungs-android-lead-the-land-grab-for-new-enterprise-shelf-space/?utm_source=yahoo&utm_medium=feed&utm_content=inline-1&utm_campaign=apples-premium-pricing-strategy-product-differentiation
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developed markets, analysts feel that Apple could risk becoming a high-end niche name. 
Despite strong competition, Apple has succeeded in creating demand for its products, giving the 
company power over prices through product differentiation, innovative advertising, ensured 
brand loyalty, and hype around the launch of new products. 
 
Potential competitors and threat of entry: Ease of entry will increase industry 
competitiveness and adversely affect profitability. Organisations, therefore, create entry barriers, 
which are forces intent on keeping potential competitors out, while offering protection to existing 
industry incumbents. There are six barriers to entry, namely: (a) capital required; (b) access to 
distribution; (c) cost disadvantages not related to size; (d) economies of scale; (e) government 
legislation and regulation; and (f) high switching costs. Apple has set up an artificial entry barrier 
to competitors. It has succeeded in creating demand for its products, giving the company power 
over prices through product differentiation, innovative advertising, ensured brand loyalty and 
hype around the launch of new products. It has also succeeded in creating demand for its 
products by focusing on customers who are willing to pay more and by maintaining a premium 
price at the cost of unit volume. 
 
Providers of substitute products and services: It is possible that an increase of substitutes 
coming from outside the immediate industry, but which could replace industry products, would 
increase competitiveness and reduce industry profitability. Apple competes for various 
components with other market participants for mobile communication and media devices and 
personal computers. Apple uses some custom components that are not commonly used by its 
competitors, and Apple’s new products often use custom components available from only one 
source. 
 
Government intervention: Note that government intervention could be enhancing (e.g. 
deregulation) or constraining (e.g. nationalisation, competition policy). It could affect the 
structure, competitiveness and profitability of industries, especially where interventions are 
industry specific (e.g. telecommunications, energy, and licensing in the retail liquor sector). 
 
Complementors as additional forces: Complementors are products that enhance an industry 
member's own products (e.g. lease financing that enhances the sale of cars or handsets to use 
the service provided by mobile communication providers such as MTN, Vodacom and Cell C). 

 
5 THE RESOURCE-BASED VIEW 

 
Question: Discuss what is meant by the resource-based view. In your discussion identify 
Apple’s sources of resources, capabilities and core competencies. 
 
5.1 The resource-based view (the RBV) 

 
The RBV is a model for analysing the strengths and weaknesses of an organisation, which can 
then be linked to environmental opportunities and threats as inputs to the formulation of 
competitive business level strategies (Venter et al, 2014; Ehlers & Lazenby, 2012). Combining 
internal strengths and weaknesses with external opportunities and threats is the basis for 
SWOT analysis. 
 
The resources, capabilities and competencies of an organisation are linked, and need to be fully 
understood in the context of internal analysis. These concepts are known as sources of 
competitive and sustainable competitive advantage. According to Jones and Hill (2013:84-85), a 
competitive advantage is based on core competencies which they describe as follows: “Firm-
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specific strengths that allow a company to differentiate its products from those offered by rivals, 
and/or achieve substantially lower costs than its rivals”. This implies that core competencies 
arise from two complementary sources: 1) resources and 2) capabilities of an organisation 
(Venter et al, 2014).  
 
5.2 Strategic resources 

Resources are the productive assets owned by an organisation and can be grouped into the 
following five categories: 
 

 financial capital resources (e.g. the organisation’s ability to generate funds, internally or 
through loans and investments)  

 physical capital resources (e.g. operational and manufacturing plant and equipment, 

location and access to raw materials) 

 human capital resources (e.g. knowledge, management and employee insight, intellect, 

relationships, training, experience and judgment)  

 organisational capital resources (e.g. reporting structure and management, including 

planning, coordinating, controlling and networks) 

 technological capital resources (e.g. ICT systems)  

 
As an example from the case study, IT research firm Gartner ranked Apple’s supply chain last 
year as the best supply chain in the world for the third time in a row. Apple’s products and 
components are manufactured by a number of suppliers around the world. The final assembly 
of most products happens mainly in China.  
 
In addition, Apple has built a closed ecosystem, with the company having control over nearly 
every activity in the supply chain – from design to retail. It has outsourced its assembly for 
economic reasons, but has also partnered with manufacturing companies that understand that 
Apple’s products require different techniques and approaches, which often must be 
accommodated by very little lead time.  
 
Not all organisations possess similar endowments of the above types of resources, and all 
aspects of an organisation's resources are not strategically relevant. Even organisations in the 
same industry differ along different dimensions such as size, market orientation, innovation 
orientation and even their competitive strategies. Also, the ways in which different organisations 
deploy and combine these five types of resources will understandably also differ between 
organisations. What is important, however, is that organisations should preferably focus on their 
unique resource strengths as a source of competitive advantage. Organisational resources are 
further classified into tangible and intangible resources, as explained below. 
 

 Tangible resources 

Tangible resources are an organisation's physical resources that include physical infrastructure, 
land, plant, vehicles, manufacturing equipment, computer hardware, physical inventory and 
money, and can relate to any of the five types of resources mentioned above. Organisations 
find it relatively easy to identify tangible resources, but typically have more difficulty identifying 
intangible assets. Apple’s business strategy leverages its unique ability to design and develop 
its own operating systems, hardware, application software, and services to provide its 
customers new products and solutions with superior ease-of-use, seamless integration, and 
innovative design. 
 

 Intangible resources 
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Intangible resources typically include the knowledge and know-how of managers and 
employees gained through experience; the intellectual property of the organisation including 
patents, trademarks and copyrights; software; human capital; brand names; and the reputation 
of the organisation. This implies that there are three types of intangible resources: 

 human resources  

 innovation resources 

 reputation resources 

 
In terms of reputation Apple has established a unique reputation in the consumer electronics 
industry and has a loyal customer base for reasons as diverse as its philosophy of aesthetic 
design to its unusual advertising campaigns. Knowledge is a powerful and valuable intangible 
resource, and the difference between explicit and tacit knowledge is of significance in their 
respective values as sources of competitive advantage. 
 
Individual resources often have limited value, but a combination of resources can become 
exceptionally valuable. Resources and capabilities lead to core competencies. 
 
 
5.3 Capabilities 

Resources on their own are not particularly productive, therefore organisational capabilities are 
required to combine or transform resources into productive activities. However, capabilities, 
unlike resources, generally represent complex combinations of assets, people and processes 
that are used to create value by transforming inputs into outputs.  
 
According to Jones and Hill (2013:84), “Capabilities refer to an organisation's resource 
coordinating skills and productive use. More generally, a company's capabilities are the product 
of its organisational structure, processes, control systems and hiring systems.” Capabilities also 
involve leadership attributes, the way decisions are made, and how effectively the internal 
processes are managed in the organisation in order to achieve its objectives. Most importantly, 
capabilities are intangible and do not reside in individuals, but in the way individuals interact, 
cooperate and make decisions in an organisation (Jones & Hill, 2013:84-85).  
 
Apple sells its products and resells third-party products in most of its major markets directly to 
consumers through its retail and online stores and its direct sales force. The company also 
employs a variety of indirect distribution channels, such as third-party cellular network carriers, 
wholesalers, retailers, and value-added resellers. Apple uses a retail strategy called “minimum 
advertised price” (or MAP). Minimum advertised pricing policies prohibit resellers or dealers 
from advertising a manufacturer’s products below a certain minimum price. MAP is usually 
enforced through marketing subsidies offered by a manufacturer to its resellers. 
 
 
5.4 Core competencies 

Core competencies distinguish an organisation from others in the industry. An important 
characteristic of core competencies is that they are difficult to imitate – hence their importance 
as a basis for sustainable competitive advantage.  
 
A recent study by the USA Congress on USA-China trade stated that Apple’s innovation in 
developing and engineering the iPod and its ability to source most of its production to low-cost 
countries, such as China, have helped the company become a highly competitive and profitable 
firm as well as a source for high-paying jobs in the USA. The study looked at the production of 
an Apple iPod, which was made in China by Foxconn, a Taiwanese company. A report last 

http://www.taipeitimes.com/News/taiwan/archives/2013/12/20/2003579434
http://www.digitimes.com/news/a20131120PD205.html?mod=3&q=APPLE
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November by Digitimes cited Taiwan-based original equipment manufacturers (OEMs) and said 
that Apple has shaken up its supply chain and that OEMs were responsible for both component 
procurement and production. 
 
Resources and capabilities have the potential to become core competencies that can result in a 
competitive advantage, provided certain conditions are met. The analysis of resources, 
capabilities and competencies is approached from a resource-based view of the organisation. 
For resources and capabilities to become core competencies they need to be valuable (V), rare 
(R), inimitable (difficult to imitate) or non-substitutable (I), and exploitable by the organisation 
(O) – the so-called “VRIO framework for appraisal”. These criteria are used to assess the value 
of resources, capabilities and core competencies. 
 
 
Criteria for core competency leading to competitive advantage: 
 
Valuable (V) implies the extent to which resources and capabilities can be transformed to 

enable the creation of higher value for the consumer through differentiation or low cost. An 

example would be that Apple attempts to increase market demand for its products through 

differentiation, which entails making its products unique and attractive to consumers. The 

company’s products have always been designed to be ahead of the curve compared to its 

peers.  

 

Rare (R) exists when organisations own a valuable resource or possess a rare and valuable 

capability that competitors do not have, or is not available to them, such as a pharmaceutical 

manufacturer's patent for a specific proprietary medicine.  

 

Inimitable (I) implies that resources and capabilities should in some way be protected against 

imitation to be valuable. This could involve being too difficult or too costly to imitate, or there 

should be no viable substitutes.  

 

Organisation (O) means that where an organisation cannot exploit its resources, capabilities 

and core competencies, they will be of little value. The way in which leadership, organisation 

culture, strategies, policies, systems and procedures are manifested in or executed by an 

organisation should result in the optimal deployment of the organisation's resources, capabilities 

and core competencies, leading to effective strategies, superior customer value creation and 

excellent performance.  

 
(See Venter et al, chapter 3, pp 117-123, or SG p 102-108.)  

 
 
6   MODEL ANSWER CONCLUSION 

 
Now you can conclude your assignment with a brief overview of the main discussion points. The 
following is an example of a conclusion to the assignment: 
 
While top managers undoubtedly play a key role in the success of strategic management, 
emerging perspectives support the idea that not only top managers are strategists. Any 
individual or group in the organisation that controls key or precedent-setting actions can be 
regarded as a strategist. However, it can be also argued that strategists still need to consider 
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the external and internal environments in which they operate in their strategy formulation 
process. For an organisation like Apple, which operates in volatile business environments, 
strategic planning becomes very important. This assignment dealt with the discussion of the 
shortcomings of the traditional process perspective and highlighted the new perspectives that 
emerged as a result of the shortcomings. It also considered a critical comparison between 
strategic, tactical and operational decisions. An industry analysis on which Apple operates was 
extensively discussed. This assignment was concluded with the discussion of the resource-
based view, and Apple’s sources of resources, capabilities and core competencies were 
identified. 
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TUTORIAL 201 CONCLUSION 

Please note that all relevant tutorial letters, including this one, are available on myUnisa. Make 
use of myUnisa, the discussion forum and the additional resources sections. These are useful 
ways to keep in touch with developments in the course and you have the opportunity to interact 
with your fellow students. 
 
You are welcome to contact us if you have any queries. We trust that the information in this 
tutorial letter has given you a better understanding of how to balance strategic management 
theory and application. 
 
We wish you success with Assignment 02! 
 
Mrs NV Moraka  
Prof N Sewdass 
Mr A Thakhathi 
Department of Business Management 
Unisa 
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