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Rep u t at io n al  Resou r ces  

Reputat ions can be of great  value and cont r ibute significant ly to firm  

com pet it iveness. The reputat ion of a firm  is a "perceptual representat ion of a 

com pany's past  act ions and future prospects that  describes the firm 's overall 

appeal to all of it s key const ituents when com pared with other leading r ivals"  

(Fom brun, 1996) . Stakeholders of a firm  such as custom ers, em ployees, and 

investors are influenced by it s reputat ion because it  signals the firm ’s qualit y 

and abilit ies. I n m any cases, the reputat ion of a firm  can help leverage it s 

relat ionship with exist ing and future exchange partners to obtain lower costs, 

enter new m arkets, and create com pet it ive barr iers (Deephouse, 2000) .  

Reputat ion cont r ibutes to firm  com pet it ive advantage m ainly because of the 

difficult ies in creat ing, im itat ing, or subst itut ing reputat ion. First , it  is evident  

that  reputat ion is difficult  to create ( e.g., rare)  because of the variat ion in 

reputat ion am ong firm s. Because a firm ’s reputat ion is a perceptual 

representat ion by key stakeholders, the developm ent  of reputat ion is also 

very socially com plex. This leads to difficult ies for firm s in im itat ing the 

reputat ion of others (Barney, 1991) . While guarantees and other long- term  

cont racts have been argued to serve as potent ial subst itutes for firm  

reputat ion, Barney argues the im plicit  psychological cont ract  differs when an 

arrangem ent  is m ade because of reputat ion. This m akes reputat ion difficult  to 

subst itute. 

Hu m an  Resou r ces  

The hum an resources of a firm  can also serve as a key com pet it ive 

advantage. I f a firm  hires the r ight  person(s) ,  it  has the potent ial to m ake all 

the difference. Those em ployees with a highly specialized skill set  or 

knowledge base, coupled with the r ight  m ot ivat ion and abili t y to work well in 

a specific organizat ional culture, can at  t im es be especially difficult  for a firm  

to ident ify and recruit . Yet , it  is also difficult  to find a subst itute for  these 

individuals. 

The im portance of hum an resources as a cont r ibutor to com pet it ive 

advantage is especially apparent  in the consult ing indust ry for m any firm s. A 

fam ous global m anagem ent  consult ing firm  has worked hard to create a 

organizat ional culture that  is at t ract ive for persons that  not  only have the 

r ight  skill set  and knowledge base for  consult ing, but  also that  are willing to 

put  in the t im e and t ravel required of such a career. This firm  also invests 

heavily in their em ployees by sending them  to custom ized t raining on a 
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regular basis. By doing so, they are helping cont r ibute to their knowledge 

base and team -building skills. The end result  is a group of em ployees that  

enables the firm  to derive a com pet it ive advantage and perform  well.  

I n n o v at ion  Cap ab i l i t i es  

Being innovat ive is not  som ething that  com es so easily to every com pany but  

can cont r ibute significant ly to a firm ’s com pet it ive advantage. One of the 

m ost  innovat ive com panies known for  st icky papers (and m uch m ore)  is also 

one of the m ost  adm ired com panies. How exact ly did this com pany develop 

such a capabilit y? I t  is difficult  for the m anagem ent  team  to explain exact ly 

how to create such a culture. This, in part , is one of the reasons why it  serves 

as such a great  com pet it ive advantage for  them . I t  is difficult  to im itate or 

recreate a com parable innovat ion capabilit y . Many of it s com pet itors 

frequent ly benchm ark and t ry to learn from  this com pany, yet  it s posit ion in 

the m arket  stands firm .  
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