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Conventional Resource-Based Theory and its Radical Alternative:

A Less Materialist-Individualist Approach to Strategy

Abstract:
Management scholars, practitioners and policy makers alike have sought to develop a deeper understanding of recent business crises—including corporate scandals, the collapse of financial institutions, and deep recession—in order to prevent their recurrence. Among the “culprits” that have been identified is Conventional management theory based upon a moral-point-of-view founded on assumptions of materialism and individualism. There have been calls to move beyond the dominant profit maximization paradigm and think about other, potentially more compelling, corporate objectives (Hamel, 2009). In this paper, we respond to those calls, and seek to develop what we call Radical resource-based theory (RBT), which draws from and contrasts with the highly-influential Conventional RBT. Radical RBT defines the value of resources more broadly than profit maximization, rarity as an occasion for stewardship, inimitability as an opportunity for teaching, and non-substitutability as an opportunity to meet a panoply of human needs. This augmentation of RBT promises to help managers and scholars address a myriad of problems that are insoluble under Conventional assumptions.  More generally, it shows the value of broadening management theory to a radical perspective by relaxing assumptions of self-interest and materialism.
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Conventional Resource-Based Theory and its Radical Alternative:

A Less Materialist-Individualist Approach to Strategy

Introduction

The past decade has been marked by corporate scandal, from the dot-com crash and a wave of scandal-induced bankruptcies (Enron, WorldCom, Adelphia, etc.) to the banking crisis and the “Great Recession” of 2009. Throughout the decade, management scholars and practitioners have sought to understand the causes underlying the crises and generate solutions that will prevent their recurrence.  For example, Hamel (2009) describes a “Who’s who” group of management scholars and practitioners who met to “spur the reinvention of management in the twenty-first century” (p. 92). They agreed that the time has come to replace contemporary management theory—which Hamel calls “Management 1.0”—with Management 2.0, which responds to several grand challenges, including: 1) “To ensure that the work of management serves a higher purpose” (i.e. corporate goals must move beyond wealth maximization); 2) “Fully embed the ideas of community and citizenship in management systems” (i.e., move beyond a focus on individual self-interest and win/lose relationships); and 3) “Reconstruct management’s philosophical foundations” (Hamel, 2009, pp. 92-93).

Conventional management theory is founded upon the “twin pillars” of materialism and individualism 


(e.g., Ferraro, Pfeffer, & Sutton, 2005; Frank, Gilovich, & Regan, 1993; Frey, 1998; Ghoshal, 2005; Miller, 1999; Mintzberg, Simons, & Basu, 2002; Mitroff, 2004; Neubaum, Pagell, Drexler, McKee-Ryan, & Larson, 2009) ADDIN EN.CITE . Shortcomings associated with this materialist-individualist moral-point-of-view have prompted a renewed interest in the classics (e.g., Aristotle, Weber).  Researchers are examining the moral and philosophical principles that underpin contemporary management theory and practice with an interest not only in criticizing the status quo, but also in developing alternative management theory 


(e.g., Alvesson & Willmott, 1992; Bennis, 2000; Ghoshal, 2005; Giacolone & Thompson, 2006) ADDIN EN.CITE . For example, Dierksmeier and Pirson (2009) use Aristotle’s conceptual framework to suggest that problems associated with contemporary management theory are rooted in its unnatural chrematistike basis (maximizing financial self-interest), and that these problems could be overcome with the development of alternative management theory based on oikonomia (balancing multiple forms of well-being towards the meeting common interests). Similarly, Dyck and Schroeder (2005) note that Weber’s (1958) conceptual framework suggests that the contemporary “ideal-type” approach to management renders humankind imprisoned in a materialist-individualist “iron cage,” and that he called for the development of alternative management ideal-types grounded in an alternative moral-points-of-view. 

In this paper, we respond to this growing interest in and call for alternative management theory that is based on a non-conventional moral-point-of-view. In particular, we examine how this might be done for “Conventional” Resource-Based Theory (RBT) that is “perhaps the most influential framework for understanding strategic management” (Barney, Wright, & Ketchen Jr., 2001, p. 625).  

The paper proceeds in four parts. First, we briefly review the literature, and describe the Weberian conceptual framework and its two “ideal-type” moral-points-of-view that guide our analysis (i.e., Conventional versus Radical). Second, we review the key ideas associated with “Conventional RBT” (which is based on a materialist-individualist moral-point-of-view) and reconstitute them, thereby developing “Radical RBT” (based on an alternative moral-point-of-view). Third, we develop several propositions flowing from our contrast of Conventional and Radical RBT. Finally, we conclude by discussing the implications of our study.

Conventional and Radical Moral-Points-of-View

How you see the world shapes what you see in it, and indeed allows you to see certain things and precludes you from seeing others (Morgan, 1998). Thus, the moral-points-of-view adopted by management scholars and practitioners reflect certain assumptions, and allow them to see certain options and courses of action, while making it difficult for them to understand different sets of assumptions and preclude them from visualizing other options and actions.

Conventional management theory is rooted in a materialist-individualist moral-point-of-view 


(e.g., Dyck & Schroeder, 2005; Ferraro et al., 2005; Ghoshal, 2005; Giacolone, 2004; Mintzberg et al., 2002; Weber, 1958) ADDIN EN.CITE . Moreover, this moral-point-of-view serves as a self-fulfilling prophecy, as management students become increasingly materialistic and individualistic during their studies 


(Ferraro et al., 2005; Krishnan, 2003; Podolny, 2009) ADDIN EN.CITE .
Materialism manifests itself in modern management and economics theory in the guise of profit maximization. The presumed goal of management – to maximize profits, or shareholder wealth, or some other instance of material well-being of the owners – has been around for a long time (e.g., it is implicit in the popularized interpretation of Adam Smith’s “invisible hand”), but the idea gained ascendancy with the ideas and writings of Milton Friedman (1970; 1982). While some scholars support Friedman’s ideas by arguing, for example, that societal well-being is maximized only when firms produce at the profit-maximizing level (Primeaux & Stieber, 1994), others have criticized Friedman’s position as morally untenable (e.g., Kolstad, 2007), and noted that focusing on materialism may lead to lesser, rather than greater, well-being (Diener & Seligman, 2004).

Individualism, the second pillar upon which modern management and economic theory is founded, takes the form of self-interest in management/economics theory. It is evident when theories assume that people look primarily or exclusively to their own interests, and not to those of others (Bowie, 1991; Miller, 1999; Mintzberg et al., 2002). That assumption may not assume malice (e.g., March & Simon, 1958), or it may imply that economic actors act opportunistically, with both self-interest and guile (Williamson, 1975, 1979, 1985). This presumption of self-interest is embedded in both the economic system (Ferraro et al., 2005) and the business and economics educational system 


(Frank et al., 1993; Mitroff, 2004; Neubaum et al., 2009) ADDIN EN.CITE .  

The Conventional moral-point-of-view has critics even among practitioners. For example, Bill Gates recently stated that his “big regret” was dropping out Harvard as a student “with no real awareness of the awful inequities in the world—the appalling disparities of health, and wealth, and opportunity that condemn millions of people to lives of despair. … it took me decades to find out.” When he learned that millions of children die solely because they lack medication that could be provided for less than one dollar per person, he asked himself why the world would let this happen:  “The answer is simple, and harsh. The market did not reward the saving the lives of these children.” Gates is optimistic that today’s generation of students will use resources more wisely (Gates, 2007). 

Additionally, F. Ross Johnson, former CEO of RJR Nabisco, noted that his recipe for success based on maximizing shareholder value may not have been appropriate, either when he was a business student in 1950 or in the resource environment facing current business students: 

“…my mantra as an executive has always been building value for the shareholders...you might say that I helped make the phrase ‘Increasing shareholder value’ more than a buzzword.”


But rather than push this mantra, Johnson notes that the world has changed and so has the worldview that is required to succeed in it, telling today’s business students that they will: 

“have to deal with concerns about energy supplies and about ecological issues ... and you’ll be evaluated on your environmental stewardship by shareholders ... by government regulators ... and by the general public. You’ll be expected to do good while doing well.”  (Johnson, 2009)
Of course, not only practitioners recognize the shortcomings of the conventional materialist-individualist paradigm. Scholarly research also reveals little correlation between financial wealth and general well-being (e.g., Diener & Seligman, 2004; Dierksmeier & Pirson, 2009; Kasser, 2003), and a growing gap between rich and poor both within organizations, within countries, and across countries (e.g., Stiglitz, 2002; Weisbrot, Baker, Kraev, & Chen, 2001). A materialist-individualist approach disrupts social well-being (Rees, 2002), may encourage corporate scandals (Giacolone & Thompson, 2006), and may be harmful to the ecological environment (McCarty & Shrum, 2001). Moreover, a materialist-individualist moral-point-of-view may no longer reflect contemporary views, as fewer people in the U.S. and elsewhere now ascribe to a materialist-individualist worldview than they did formerly (Giacolone, 2004; New_American_Dream, 2004).

The distinction between Conventional and Radical moral-points-of-view is presented in the Weberian 2x2 conceptual framework shown in Figure 1 (drawn from Dyck & Schroeder, 2005). In the framework, archetypal Conventional management theory lies in the materialist-individualist quadrant, which is consistent with Aristotle’s ideas vis a vis chrematistike and the idea of Management 1.0 (Hamel, 2009). Counter-opposite is the Radical ideal-type—more akin to oikonomia and Management 2.0—consistent with an alternative moral-point-of-view that emphasizes balancing multiple forms of well-being (e.g., financial, ecological, social, physical, intellectual and spiritual) across multiple stakeholders (e.g., owners, members, suppliers, competitors, neighbors and future generations). The framework has generated empirical research showing that individualism and materialism are distinct constructs, and that Conventional and Radical managers manage in predictably differently ways (Dyck & Weber, 2006;  see also Stieb, 2009). For the remainder of our paper, we focus our attention on contrasting Conventional and Radical management, as we believe therein lies the greatest contrast.

-- Insert Figure 1 about here --

Conventional and Radical RBT

We now turn to the development of Radical RBT. We first describe the moral-point-of-view and fundamental ideas within Conventional RBT, and then recast these from a Radical perspective. Our goal is to retain the roots of the Conventional RBT framework regarding the importance of a firm’s resources and capabilities, but to abandon the materialist-individualist assumptions embedded in its underlying moral-point-of-view. Thus, Radical RBT retains the basic argument that to create and sustain advantage, a firm must have resources and capabilities that are valuable, rare, costly to imitate, and non-substitutable.  But, as highlighted in Table 1, these basic concepts in the RBT framework are fleshed out very differently from a Radical rather than a Conventional moral-point-of-view. 

-- insert Table 1 about here --
 Moral-Points-of-View
Using Garriga and Melé’s (2004) mapping of the corporate social responsibility literature, we clearly place Conventional RBT in Weber’s Conventional materialist-individualist quadrant. RBT belongs to the grouping of theories which assume “that the corporation is an instrument for wealth creation and that this is its sole social responsibility” (Garriga & Melé, 2004, p. 52). The goals of Conventional RBT are to develop and sustain a competitive advantage (Barney, 1991a; 1991b) and “persistent above-normal rents” (Conner, 1991, p. 132, emphasis added) – that is, “high returns over longer periods of time” (Barney, 1991a, p. 172) – goals fully consistent with a Conventional moral-point-of-view. 
Even studies within RBT that acknowledge the importance of ethical and social capabilities tend to be rooted in Conventional assumptions. For example, Garriga and Melé (2004, p. 54) argue that moral decision-making and the development of enlightened relationships with stakeholders can be a source of competitive advantage. Similarly, Litz (1996, p. 1361) argues that ethical awareness, issue responsiveness, and recognition of stakeholder interdependence may bestow competitive advantage. The moral philosophy underpinning Conventional RBT is essentially a form of consequential utilitarianism (see Dyck & Neubert, 2010, pp. 144-146). 

Herein lies the primary difference between Conventional and Radical RBT: Whereas Conventional RBT implicitly values maximizing the financial welfare of individual firms (and their shareholders), the goal of Radical RBT is to balance multiple forms of well-being (including, but going beyond, financial welfare) for multiple stakeholders (including, but going beyond, the firm and its owners). This different starting point bears important implications. Research within the Radical quadrant is often underpinned by virtue theory 


(e.g., Dierksmeier & Pirson, 2009; Dyck & Kleysen, 2001; Dyck & Schroeder, 2005; Wijnberg, 2000) ADDIN EN.CITE , which has clear implications for the relative importance of materialism and individualism.  Aristotle asserted that material wealth alone is not worth seeking, but rather people should seek eudemonia (a sense of overall well-being). Eudemonia comes via participating in virtuous communities, and not by seeking individualist self-interests.
We now examine the fundamentals of the RBT: resources, and their value, rarity, inimitability, and non-substitutability. We first summarize each from a Conventional moral-point-of-view, and then we (re)develop it from a contrasting Radical moral-point-of-view.
Resources
Resources form the root of RBT. From a Conventional perspective, resources are organizational assets that bring financial value to the firm and may generate sustainable competitive advantages that produce financial rent (Barney, 1991a). Resources include “all assets, capabilities, organizational processes, firm attributes, information, knowledge, etc. controlled by a firm that enable the firm to conceive of and implement strategies that improve its efficiency and effectiveness” (Barney, 1991a, p. 101, emphasis added). From a Conventional RBT perspective, resources are considered such only if they enhance the firm’s financial performance. 
Central to Conventional RBT is the idea that firms benefit from identifying and acquiring rent-increasing resources. Whereas Conventional RBT defines “benefit” in purely financial terms, Radical RBT reframes “benefit” to include a variety of forms of well-being, only one of which in financial. Similar to Conventional RBT, Radical RBT considers a firm’s physical, human, and organizational resources (Barney, 1991a). However, because Radical RBT considers multiple forms of well-being, it considers a wider array of resources. For example, advocates of Radical RBT may consider the ecological strengths and weaknesses of a firm’s physical resources, the need for work-life balance among a firm’s human resources, and develop organizational resources that nurture meaningful work, regardless of whether or not these contribute toward maximizing the firm’s financial bottom-line. (While doing these things may benefit a firm financially, this is not the primary aim of Radical RBT.) Incorporating multiple dimensions of well-being and multiple stakeholders’ concerns increases the complexity of RBT, but also enriches the theory and makes it more relevant for complex issues facing society.
Radical RBT uses the same four criteria (value, rarity, inimitability, and non-substitutability) as Conventional RBT to identify resources and capabilities of particular interest. However, as highlighted in Table 1, there is a significant difference in the meaning Radical RBT attributes to these four characteristics compared to Conventional RBT.

Valuable resources

Whereas Conventional RBT links the value of a resource to the financial performance of the firm, Radical RBT defines value in terms of the contribution of the resource to various forms wellbeing (including financial viability) for a variety of stakeholders. Radical RBT can be construed as focusing on value creation (for all stakeholders) rather than value appropriation (by the firm). In Conventional RBT, a resource is valuable precisely to the extent that the firm itself captures at least some of the economic rent created by the resource, and the rent the firm captures exceeds that realized from the next-best-use of the resource (the opportunity cost). Conversely, Radical RBT would recognize as valuable firm resources that may provide value to any of the firm’s stakeholders, not just its shareholders. Similarly, valuable resources do not necessarily produce only the best financial outcome for the firm. 

For example, many people in lesser-developed countries have access to neither batteries nor electricity, so would benefit from a hand-cranked radio for news and entertainment. However, because the potential users of this type of radio are primarily poor, developing such a radio is not likely to be the most profitable option for many entrepreneurs, so hand-cranked radio technology would not be deemed a valuable resource from a Conventional perspective. Despite this, such a radio was invented by a Radical entrepreneur for humanitarian purposes and is now being used in remote villages where it is highly valued (Dyck & Neubert, 2010).
Rare resources
Whereas Conventional RBT defines rarity in terms of the uniqueness of the resource and therefore encourages firms to erect barriers to prevent the spread of such resources to rivals, Radical RBT recasts rarity as increasing the need for stewardship of the resource: Radical RBT views rarity as an occasion for stewardship; not hoarding.
For example, pharmaceutical companies may be viewed as adopting a Radical approach when they permit generic versions of their (rare) patented antiretroviral drugs to be distributed in Africa for a fraction of the cost they are sold for in higher-income countries (Riviere, 2003). Firms can do this and still remain financially viable by developing safeguards to ensure that generic drugs are unlikely to “leak” to wealthier markets. 

Similarly, Interface Inc. – one of the world’s largest carpet manufacturers and a global leader in sustainable development—adopted its Radical approach after its CEO Ray Anderson realized that: “I was running a company that was plundering the earth” (quoted in Dean, 2007). According to Anderson, Earth is perhaps the rarest resource in the universe, so we need to be good stewards of it. By drawing attention to resources that are irreplaceable, and in that sense truly rare (once they are gone, they are gone forever), Radical RBT provides the framework to think strategically about fundamental ecological resources.
Inimitable resources
Conventional RBT recognizes that resource inimitability enhances firm profitability, while Radical RBT sees inimitability as possibly increasing the firm’s need to teach others. Under Conventional RBT, inimitability is seen as an even higher barrier than is rarity for protecting firm profits. Conversely, the stewardship dimension of Radical RBT sees inimitability as a call for articulation and teaching. While Conventional RBT views voluntary surrender of inimitable resources as either impossible or anathema, there are many situations where this occurs, even for Conventional reasons. For example, engineers informally trade information among each other because it produces better innovation outcomes for them and their firms (Schrader, 1991; von Hippel, 1987). Information sharing is commonplace in Radical firms, such as when pioneers in microfinancing (e.g., Grameen Bank) eagerly share best practices with other institutions who wish to provide credit to micro-entrepreneurs (e.g., Schreiner, 1997). Similarly, in Community Supported Agriculture (CSA), farmers tend to share and replicate their best practices, even in geographically-proximate areas where doing so would theoretically increase “competition” amongst CSAs (Barney, 1991a; Dyck, 1994).
Non-substitutable resources
Conventional RBT recognizes that a firm can further buttress its financial performance when potential competitors are unable to find substitutes for the firm’s valuable, rare and inimitable resources. Here Conventional RBT promotes erecting barriers (to provision of similar benefits) that generate rent. Hence, Conventional RBT may fail to optimize social welfare, ostensibly one of Barney’s (1991a) chief concerns, and a shortcoming he attributes to the industrial/organizational economics paradigm. In contrast, Radical RBT often enhances social welfare.

From a Radical perspective, managers welcome viable substitute products that enhance multiple dimensions of well-being. For example, Dan Wiens — a CSA farmer who provides locally-grown organic vegetables — was pleased when his farm inspired some of his customers to start their own backyard vegetable gardens. This substitution was consistent with his overarching goal to help city people get in tune with nature and eat healthy vegetables (Dyck, 1994). Similarly, the pioneers who introduced rower pump technology to Bangladesh were happy to disseminate knowledge and were thrilled to find out that other organizations were producing copy-cat and generic versions of their pumps, as this meant that the new technology was becoming institutionalized and could serve many (Dyck, Buckland, Harder, & Wiens, 2000).

Propositions
Having set out in broad brush strokes some fundamental differences between Conventional and Radical RBT, we now offer three suggestive propositions that illustrate some implications of our study, and help point to next steps in the development of Radical RBT. Remember that Conventional and Radical RBT are theoretical “ideal types,” so most organizations will not perfectly manifest either ideal type, though they will typically resemble one more than the other. The first two propositions relate to antecedents predicting why some firms are more likely to gravitate toward Radical RBT versus Conventional RBT, and the third proposition examines expected outcomes associated with the ideal types.
The first proposition is an extension of Dyck and Weber (2006), who found that the less emphasis managers placed on materialism and individualism, the less likely they were to engage in management practices associated with the Conventional versus Radical ideal type, and vice versa (e.g., Radical managers were less likely to express attitudes consistent with specialization, centralization, formalization and standardization).  Thus, we predict:   

Proposition 1:  The less emphasis a firm’s managers and owners place on materialism and individualism, the more likely their firm’s operations will be based on Radical RBT compared to Conventional RBT.

The second proposition is consistent with the idea that social and economic institutions influence how firms are managed (DiMaggio & Powell, 1991; Williamson, 1985). Hall and Soskice (2001) compared firms in Liberal Market Economies (primarily English-speaking countries such as the United States, Canada, the UK, and Australia) with firms in Coordinated Market Economies (such as Japan, Germany, France, Finland, and Italy), and determined that there were significant differences between them. Liberal Market Economies tend to emphasize maximizing short-term financial performance, management independence and rights, detailed contracts, and stock options to motivate managers. In contrast, Coordinated Market Economies tend to emphasise the needs of different stakeholder groups, the long-term reputation and financial performance of firms, and relational contracts (e.g., fewer details, greater trust). Dyck and Neubert (2010) posit that Liberal Market Economies represent an environment more consistent with Conventional management, while Coordinated Market Economies represent an environment more conducive to Radical management. This leads us to expect: 

Proposition 2: The more the social and economic institutions that a firm is operating within are consistent with coordinated market capitalism versus liberal market capitalism, the more likely the firm will operated based upon Radical RBT compared to Conventional RBT.

Our third proposition presents some of the outcomes we would logically expect to find depending on which of the two ideal types a firm more closely adheres to. For example, given that Conventional RBT seeks to maximize the financial wealth of owners, we expect profitability (especially short-term profitability) will be higher for firms with greater emphasis on Conventional RBT (Proposition 3a). Similarly, given that Radical RBT places relatively greater emphasis on non-financial forms of well-being for multiple stakeholders, we expect that firms emphasizing Radical RBT will attend to multiple forms of well-being for multiple stakeholders (Propositions 3b and 3c). Building on the link between financial institutions and firm operations (e.g., DiMaggio & Powell, 1991; Meyer & Rowan, 1977), we expect socially responsible investors to be more attracted to firms that emphasize Radical RBT (Proposition 3d). Finally, given that Radical management is better suited to solve emerging business problems than is Conventional management, firms adopting Radical RBT should be more sustainable in the coming decades (Proposition 3e).  

Proposition 3: The more a firm operates based upon Radical RBT (vs Conventional RBT):

a) the lower its profitability (at least over a five year period or shorter); 

b) the lower its ecological footprint; 

c) the higher the overall satisfaction of all its stakeholders (workforce,  

    suppliers, customers, community, etc.); 

d) the more likely it will attract socially-responsible investments;

e) the more likely it will survive over the long term.

Conclusion
Recent events point to the merit of reconsidering management theories that are based on a materialist-individualist moral-point-of-view, and in response developing alternative management theories and practices grounded in non-conventional moral-points-of-view reflecting the perspectives of Aristotle, Weber and Hamel. In this time of increasing concern for multiple forms of well-being (e.g., ecological concerns) across multiple stakeholders (e.g., social justice concerns), it is entirely appropriate for management scholars to redouble their commitment to developing alternative approaches to management, approaches that recognize the dangerous over-simplification of an “invisible hand” view (Smith, 1986 [1776], 2004 [1759]) where the sole focus is on maximizing the financial wealth of owners (Friedman, 1970, 1982).

This is not to denigrate or downplay the contribution of Conventional theory and practice, but rather to acknowledge that many voices call for the development of alternatives 


(Etzioni, 2001; Gates, 2007; Giacolone, 2004; Hamel, 2009; Johnson, 2009; Weber, 1958) ADDIN EN.CITE . The time has come to bring new energy to developing alternative management theories and practices that explicitly consider and address pressing problems: climate change, short-term focused decision-making, unsustainable development, and social injustice, amongst others. While some may argue that we can address these issues by tweaking the status quo (e.g., using carbon taxes to “correctly align incentive systems”), such tweaking ignores two fundamental problems. First, it assumes that an incremental approach will solve the problem. If problems such as climate change in fact require revolutionary change (e.g., we may need more than an 80% reduction in greenhouse gas emissions to "solve" the climate crisis, c.f., Stern, 2006), then incremental tinkering relying on market mechanisms and Conventional assumptions (particularly that the sum of individual self-interests equates to societal best-interest) may be insufficient. Rather, we need theory that sees well-being in more than purely (narrow) financial terms (e.g., Diener & Seligman, 2004). Second, such tweaking within the Conventional paradigm may be out of step with the desires of society which is increasingly calling for management theory and practice that is less materialistic and individualistic (e.g., Giacolone, 2004; Margolis & Walsh, 2003; New_American_Dream, 2004).
In this paper we chose to examine Conventional RBT, a seminal strategy theory (Barney et al., 2001), and used its main ideas to develop Radical RBT. We are fully aware that our description of RBT is underdeveloped, but we believe that our analysis and suggestive propositions provide a significant and compelling foundation for further research. As an example, as was pointed out to us (Litz, 2010), scholars may want to develop ideas about “contra-resources” within Conventional vs. Radical RBT. For example, to Conventional RBT, highly fuel-efficient automobile technology is a contra-resource for gasoline suppliers (because it reduces gasoline sales income) who have incentives to eliminate such “substitutes” from the marketplace (Paine, 2006). From a Radical RBT perspective, fuel-inefficient automobiles are the contra-resource, because they impose externalities on overall well-being (e.g., pollution clean-up costs, health concerns, reduced petroleum for alternative uses and future generations). This poses the troubling question: Is a Conventional view of resources contributing to unsustainable business practices, and are we destined to remain encaptured in the materialist-individualist iron cage “until the last ton of fossilized coal is burned” (Weber, 1985, p. 181)?

We close with a word clarification and caution. First, we are clearly not the first to develop Radical management theory. For example, Weber’s Radical quadrant would include some, but not all, of the research in corporate social responsibility (CSR) (e.g., Margolis & Walsh, 2003), stakeholder theory (e.g., Wijnberg, 2000), sustainable development (e.g., Gladwin, Kennelly, & Krause, 1995; Stead & Stead, 1994), servant leadership (Greenleaf, 1998) and social entrepreneurship (Schapler, 2005). These studies truly address multiple forms of well-being (not just financial) for multiple stakeholders (not just the firm’s). Put differently, ours is but one contribution to the development of Management 2.0. 

Second, in terms of caution, it is not unusual for researchers who aspire to be non-Conventional to sometimes commit “normative surrender” (Donaldson & Preston, 1995) and become “co-opted” into the materialist-individualist quadrant.  Thus, Margolis and Walsh (2003) lament that many CSR studies seek to demonstrate a link to firm financial performance, and Garriga and Melé (2004, p. 53) note how CSR is often used “only as a strategic tool to achieve economic objectives and, ultimately, wealth creation.” For example, Freeman’s (1984) original formulation of stakeholder theory falls into the “participative” quadrant, characterized by high materialism (e.g., focus is on fiduciary relationships, and especially the duty to maximize shareholder wealth) and low individualism (e.g., emphasis is on attending to the interests of a variety of stakeholders) (c.f., Donaldson & Preston, 1995).  Initially, Freeman called for research to move stakeholder theory towards the Radical quadrant—“Perhaps the most important area of future research is the issue of whether or not a theory of management can be constructed that uses the stakeholder concept … whereby the manager must act in the interests of the stakeholders”
 However, within fifteen years Freeman (1999) was advocating that stakeholder theory should move towards the Conventional quadrant:  “We need more instrumental theories—that is, we need more studies of the kind of linkages postulated in the instrumental thesis” [which is that: “To maximize shareholders value over an uncertain time frame, managers ought to pay attention to key stakeholder relationships” (Freeman, 1999, pp. 235, 234)]. 
Looking at it from the reverse direction, the same approach we used to develop Radical RBT based on Conventional RBT can also be used to “co-opt” other core Conventional management theories into the Radical quadrant. This might be done to develop a Radical goal-setting theory (based upon Latham & Locke, 1979 and others) and Radical “generic” strategies (c.f., Porter, 1985). 

Even for readers steeped in Conventional thinking who find Radical theories difficult to swallow, we hope our ideas will help them to clarify and better-develop their own Conventional theories (Elsbach, Sutton, & Whetten, 1999; Lewis & Grimes, 1999; Poole & Van de Ven, 1989). For readers who are intrigued by our presentation of Radical RBT, we invite you to join us in further developing it and applying the Radical lens to other important management theories. For all readers, we hope our paper will help you think more thoughtfully about how your own values and assumptions influence your work in management theory and practice (Dyck & Schroeder, 2005; Morgan, 1998).
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Table 1:  Conventional versus Radical Resource-Based Theory
	
	Conventional RBT
	Radical RBT

	Moral-point-of-view
	Places value on enabling a firm to achieve competitive advantage and superior financial performance.

Underpinning moral philosophy: consequential utilitarianism
	Places value on balancing of multiple forms of well-being for multiple stakeholders.

Underpinning moral philosophy: virtue theory

	Resources
	Organizational assets that bring financial value to the firm and that may create sustainable competitive advantage. Includes physical, human, organizational resources (including ethical and social capabilities).
	Organizational assets that bring value (broadly-defined) to any or all of the firm’s stakeholders, allowing it to enhance overall well-being (including assets that contribute, for example, to ecological well-being and work-life balance).

	Value
	A resource/capability that enables a firm to exploit opportunities that enhance its financial performance, and/or neutralize threats to its financial performance. 
	A resource/capability that enables a firm to exploit opportunities that enhance overall well-being, and/or neutralize threats to overall well-being.

	Rare
	If a (valuable) resource/capability is held by no/few other current or potential competitors, then it may increase the firm’s opportunity to enhance its profits.
	If a (valuable) resource/capability is held by no/few other current or potential competitors, then it may increase the firm’s need to act responsibly for humankind. 

	Inimitable
	If a (valuable) resource/capability is costly to develop or copy by other firms, then it may increase the firm’s opportunity to enhance its profits.
	If a (valuable) resource/capability is costly to develop or copy by other firms, then it may increase the firm’s responsibility to teach others.

	Nonsubstitutable
	If a (valuable) resource/capability cannot be easily/affordably replaced by other (bundles of) resources/ capabilities, then it may increase the firm’s opportunity to protect its shareholders’ financial interests.
	If a (valuable) resource/capability cannot be easily/affordably replaced by other resources/capabilities, then it may increase the firm’s opportunity to protect stakeholders’ overall well-being.


Figure 1:  A comparison of alternative management moral-points-of-view [image: image1.png]Low Participative Radical
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Adapted from Dyck & Schroeder, 2005.

Endnotes:

� This summary draws from both recent reviews of RBT � ADDIN EN.CITE <EndNote><Cite><Author>Barney</Author><Year>2006</Year><RecNum>1812</RecNum><record><rec-number>1812</rec-number><ref-type name="Book Section">5</ref-type><contributors><authors><author>Barney, Jay B.</author><author>Hesterley, William</author></authors><secondary-authors><author>Clegg, S.R.</author><author>Hardy, C.</author><author>Lawrence, C.</author><author>Nord, T.B.</author></secondary-authors></contributors><titles><title>Organizational economics: Understanding the relationship between organizations and economic analysis</title><secondary-title>The SAGE Handbook of Organizational Studies</secondary-title></titles><pages>111-148</pages><edition>Second</edition><section>1.3</section><dates><year>2006</year></dates><pub-location>London, UK</pub-location><publisher>SAGE</publisher><urls></urls></record></Cite></EndNote>�(Barney & Hesterley, 2006)� and classic treatises on the subject � ADDIN EN.CITE � ADDIN EN.CITE.DATA ���(Barney, 1991a; Barney, 1991b, 2001; Barney et al., 2001; Conner, 1991; Wernerfeld, 1984, 1995)�. It also draws on reviews of RBT in Dyck and Neubert � ADDIN EN.CITE <EndNote><Cite ExcludeAuth="1"><Author>Dyck</Author><Year>2010</Year><RecNum>1848</RecNum><record><rec-number>1848</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Dyck, Bruno</author><author>Neubert, M.</author></authors></contributors><titles><title>Management: Current Practices and New Directions</title></titles><dates><year>2010</year></dates><pub-location>Boston</pub-location><publisher>Cengage / Houghton Mifflin</publisher><urls></urls></record></Cite></EndNote>�(2010)� and their ideas toward developing what they call Multistream management.


� In terms of the Weberian framework, a Radical variation stakeholder theory actively considers the interests of other stakeholders alongside the firm’s, not for some self-serving instrumental goal, but rather because others are valuable in their own right � ADDIN EN.CITE <EndNote><Cite><Author>Kant</Author><Year>1990</Year><RecNum>584</RecNum><Prefix>i.e., because they are ends and not means, </Prefix><record><rec-number>584</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Immanuel Kant</author></authors><subsidiary-authors><author>Lewis White Beck</author></subsidiary-authors></contributors><titles><title>Foundations of the Metaphysics of Morals</title></titles><pages>90</pages><edition>Second</edition><dates><year>1990</year></dates><pub-location>New York</pub-location><publisher>Macmillan Publishing Company</publisher><orig-pub>1784</orig-pub><urls></urls></record></Cite></EndNote>�(i.e., because they are ends and not means, Kant, 1990)�. Moreover, while current stakeholder theory may implicitly regard non-material forms of well-being as important (e.g., it may acknowledge that one of the interests of employees may be having a safe work environment) or is silent on the matter � ADDIN EN.CITE <EndNote><Cite><Author>Jones</Author><Year>1999</Year><RecNum>996</RecNum><Prefix>e.g., </Prefix><Suffix>, p. 215</Suffix><record><rec-number>996</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>T M Jones</author><author>A C Wicks</author></authors></contributors><titles><title>Convergent stakeholder theory</title><secondary-title>Academy of Management Review</secondary-title></titles><periodical><full-title>Academy of Management Review</full-title></periodical><pages>206-221</pages><volume>24</volume><number>2</number><keywords><keyword>Stakeholders</keyword><keyword>Stakeholder theory</keyword><keyword>SHT</keyword></keywords><dates><year>1999</year></dates><urls></urls></record></Cite></EndNote>�(e.g., Jones & Wicks, 1999, p. 215)�, Radical stakeholder theory explicitly considers multiple forms of well-being (financial, ecological, social, physical, intellectual, and spiritual). This is consistent with and builds on the arguments that all of these forms of well-being are important, that measures of well-being correlate only marginally with material wealth, and that causality, such as there is, likely runs from well-being to wealth � ADDIN EN.CITE <EndNote><Cite><Author>Diener</Author><Year>2004</Year><RecNum>1865</RecNum><record><rec-number>1865</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Diener, Ed</author><author>Seligman, Martin E. P.</author></authors></contributors><titles><title>Beyond Money: Toward an economy of well-being</title><secondary-title>Psychological Science in the Public Interest</secondary-title></titles><periodical><full-title>Psychological Science in the Public Interest</full-title></periodical><pages>1-31</pages><volume>5</volume><number>1</number><dates><year>2004</year></dates><urls></urls></record></Cite></EndNote>�(Diener & Seligman, 2004)�. 





