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The Use of Cognitive Maps to Identify Resources Bundles in Product 

Diversification  

 

Abstract 
 
The bundling of resources adds value and it is generally understood that firms which 
pursue a strategy of product diversification will typically need to manage a new set of 
resources. In this respect, conceptual maps can be used to visually represent complex 
situations, such as, resource bundling and enable patterns and relationships to be 
discerned.  Whilst resource mapping has been used to examine resource stocks and 
flows this paper adopts the somewhat novel approach of using cognitive mapping to 
compare resources within product diversified and non-product diversified 
organisations within a single industry.     
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Introduction 
 
The resource based view (RBV) of the firm argues that resources can provide 
competitive and even sustainable competitive advantage (Perteraf and Barney, 2003). 
Combinations of resources can also create additional value (Penrose, 1959; and 
Gruber, Heinemann, Brettel & Hungeling, 2010) and resources can be mapped in 
order to better understand their impact on the firm (Kunc and Morecroft, 2009).  For 
these sorts of reasons product diversification is a well-recognised strategy (Ansoff, 
1988 and Grant, 1992, in Gould and Luchs, 1992) that has attracted attention from 
RBV scholars (Markides and Williamson, 1994 and 1996).  The authors of this paper, 
however, could find no academic work on the mapping of resources in product 
diversification. Consequently, the paper seeks to address this gap in the literature by 
applying cognitive mapping to U.K. banking services.  
 

Literature 
 
RBV argues that resource heterogeneity can increase the competitiveness of a firm 
and even lead to sustainable competitive advantage.  Resource heterogeneity derives 
from imperfect market factors, which emanate from a firms inability to trade all of 
their resources (Barney, 1991).  Such imperfections have a tendency to compel 
organisations to develop their own resources (Dierickx and Cool, 1989) and adopt 
different strategies (Mosakowski, 1997).   
 
It is recognised that resource bundles add value (Wernerfelt, 1984; Collis, 1994; and 
Sirmon et al, 2007) and, therefore, managers need to be able to manage bundles of 
resources (Gavetti, 2005 in Holcomb et al, 2009). This consideration gains even more 
importance when one considers that resource bundles play a key role in influencing 
strategy (Lippman and Rumelt, 2003; and Bingham and Eisenhardt, 2008). In 
particular, the strategy of product diversification can result in firms utilising different 
resources when they enter new market and sometimes this can involve having to 
manage two sets of discrete resources (Rumelt, 1974 and 1982; and Benito-Osorio et 
al, 2012). 
 

Research Methods 
 
 
As strategic management is by its very nature typically complex and ambiguous 
(Walsh, 1995), cognitive mapping is widely regarded as an appropriate tool for 
analysis in strategic management (Easterby Smith et al, 2008).  Cognitive maps can be 
used to present arrangements of resources and show their relationship (Miles and 
Huberman, 1994; and Easterby Smith et al, 2008) but they can also be used to gain the 
views of people (Eden at al, 1983, in Easterby Smith, 2008; and, McKeowan and 
Beck, in Miles and Huberman, 1994).  It must be recognised, however, that although 
such views may be valid and regarded as possessing an inherent realist perspective, 
they are also ultimately subjective and, therefore, may contain elements of response 
bias (Eden et al, 1983 in Easterby Smith, 2008). Despite this caveat to the use of 
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cognitive maps, they would appear to be a suitable technique for mapping resource 
bundles based on the views of employees.  For example, Morecroft and Kunc 2009) 
used resource maps to examine resource stocks and flows for firms within the same 
industry.  This paper, accordingly, utilises cognitive mapping to assist in the 
identification of resource differences and similarities in product diversification.       
 
In essence, cognitive maps consist of nodes with interconnecting arrows or lines to 
show the linkages.  As there is no attempt made in this paper to investigate causality, 
lines rather than arrows are used to show linkages. The maps for the sample 
institutions reveal different bundles of resources for each of the financial institutions 
under investigation but each map has increases in the level of “customer-client 
service” as the primary goal, accordingly links to customers are included in the 
analysis.  This customer service goal emerged as the primary strategic objective 
across the entire sample and in this respect it facilitated consistency and ease of 
interpretation in comparing the different institutions.  
 
Providers of U.K. banking services formed the basis of the sample because they were 
considered to be an important and diversified industry.  To take account of criticism 
of single year RBV studies (see for example, Lockett, Thompson and Morgenstern, 
2009) a range of years from 1997-2004 was selected. This period was sufficiently 
long enough to identify patterns within the data and avoided any unusual resource 
implications caused by the aftermath of the 2008 “banking crisis”’. 
 
In an endeavour to provide sufficient variation within the data set five financial 
institutions were selected.  These included the Progressive Building Society, a 
building society with a relatively narrow or non-diversified  product range, based in 
Northern Ireland and total assets of £1.6billion [as at 2007], the Skipton Building 
Society with a diversified product range and total assets of £13.6 billion, Cattles a 
financial services group operating in the United Kingdom in the non-standard 
consumer credit, with a non-diversified product range and total assets of £2.8 billion, 
the Alliance and Leicester, a commercial bank with a diversified product range and 
total assets of £78.95 billion and Morgan Stanley, a multinational financial services 
cooperation with a diversified product range and total assets of $1,045 billion. 
 
Content analysis was used to analyse comments and statements from the annual 
reports and Kunc and Morecroft’s (2009) research methodology was adopted.  In 
order to enhance objectivity, a two stage process was adopted. Accordingly, the data 
was initially analysed and cogitative maps developed. Then after a twelve month gap, 
the evidence was re-analysed in the light of subsequent developments and where 
appropriate amendments made to the maps.  
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Results and Discussion  
 
 
This section presents the results of the cognitive maps and then provides a more 
detailed analysis. 
 
 
Cattles: The cognitive map for Cattles (Fig 1) reveals a fairly basic approach to 
resource bundling: information technology, new product development and local 
network knowledge are central to the objective of enhancing the level of customer 
service. In turn, these resources are underpinned by risk management and the training 
and development of staff.  
 

Figure 1 Cattles Cognitive Map  
 
 
 
 
 
     New Products 
 
 
   IT 
         Customers 
 
 
      Network 
     Local Knowledge  
 
 
Risk management  
 
 
 
Training and development 
 
 
Progressive Building Society: Compared to Cattles, the cognitive map for Progressive 
Building Society (see Fig 2) reveals slightly more complex resource bundles. 
However, it is still indicative of a fairly basic approach to resource bundling, 
reflecting the relatively narrow product range of the Progressive building society. An 
emphasis is placed on staff, who are supported by information technology and the 
network, operations and new product development, in an endeavour to maintain high 
levels of customer service. In addition, the Progressive also places an emphasis on the 
pricing of its products and services. 
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Figure 2 Progressive Building Society Cognitive Map  
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Skipton building society: as revealed by Figure 3, a more complicated approach to 
resource bundling is adopted by Skipton building society. Operations, products, IT, 
networks and staff are all directly linked to customer service. Risk management, 
capital, and cost control support products and IT, and the level of customer service 
quality is also enhanced by an emphasis on staff quality via recruitment and 
development and the nurturing of what can be termed a “Skipton business culture”.   
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Figure 3 Skipton Building Society Cognitive Map  
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The Alliance and Leicester: Figure 4 shows that the Alliance and Leicester bank has a 
far more complicated resource bundle.  Delivering a high level of customer service is, 
once again, the primary objective and staff, products, distribution channels, 
information technology, marketing and operations/processes are central to achieving 
this goal. Each of these resources, with the exception of marketing and 
operations/processes, is supported by their own discrete bundle of resources.  For 
example, with staff, an emphasis is placed on incentives, training, deployment, i.e. 
staff rotation and matching staff skills to specific jobs, and developing an appropriate 
culture.  With products an emphasis is placed on risk control, funding, strategic 
alliances, branding and cost control. Distribution channels and information technology 
are also linked directly to cost control and operations is directly associated with 
culture, information technology and marketing. 
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Figure 4 A & L Cognitive Map 
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Morgan Stanley: Figure 5 indicates that Morgan Stanley is similarly complicated. In 
essence, there are six linked main resources, which were identified as germane to the 
provision and maintenance of high levels of customers/clients service.  They are 
distribution networks, risk management, staff, brands, products, and 
information/information technology. These are linked to other resources, which can 
be regarded as main resources in their own right.  Risk management, for example, is 
linked to capital and staff, and staff is linked to capital and information. The 
importance of staff is further emphasised by its subsets of culture, technical skills and 
training.  Products are similarly linked to liquidity, marketing and strategic alliances; 
branding to advertising; and information technology, to information.  Distribution 
network is also aligned directly to three other main resources, information technology, 
products and staff.  
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Figure 5 Morgan Stanley Cognitive Map  
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A comparison of the cognitive maps highlights the different levels of complexity. 
Table 1, which is derived from the core components of the cognitive maps, reveals the 
links and nodes [resources] with 3 or more linkages.  This shows that the more 
complex the financial institution, as determined by the size and scope of the product 
offering, the more complex the resource bundles. Institutions with the narrowest/non-
diversified product range, such as, Cattles and Progressive have the least complicated 
maps. For example, Cattles has six linked resources: new products, information 
technology, network/local knowledge, risk management, training and development 
and customers. These are bundled together by eight links and three nodes, namely, 
information technology, network/local knowledge and customers, which have 3 (or 
more) linkages. The complexity of the resource bundles increases as the product 
offering becomes more diversified. Accordingly, Skipton building society is the next 
most complicated followed by the Alliance and Leicester, and the multinational bank, 
Morgan Stanley.  
  
 
 
 
Table 1 Number of Linked Resources and Links   
Organisation Number of Linked 

Resources 
Number of 

Links 
Number of Nodes with 

Three or More Linkages 
Cattles 5 8 2 
Progressive 6 11 3 
Skipton 10 15 3 
A & L 15 24 7 
Morgan Stanley  14 24 5 
 
 
Table 2 highlights the linked resources and their frequency of use. All of the 
institutions in the sample place an emphasis on customer/client service and staff. 
Having an effective distribution network, up to-date technology and relevant products 
were similarly regarded as crucial resources in delivering and maintaining high levels 
of service. However, in contrast to the larger institutions, Cattles and the Progressive 
building society do not emphasise advertising, marketing, culture, costs, branding, etc. 
This observation undoubtedly reflects the less diversified product ranges and the niche 
markets of these two institutions.  
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Table 2 Linked Resources Listed 
Organisation/ 
Resource 

Cattles Progressive Skipton A & 
L 

Morgan Stanley No 

Staff X X X X X 5 
Distribution/ 
Network 

X X X X X 5 

IT X X X X X 5 
Products X X X X X 5 
Risk X  X X X 4 
Operations  X X X  3 
Training (and 
Development)  

X   X X 3 

Marketing    X X 2 
Culture   X X  2 
Cost   X X  2 
Capital   X  X 2 
Branding    X X 2 
Alliances    X X 2 
Price  X    1 
Recruitment and 
Development 

  X   1 

Deployment    X  1 
Incentives    X  1 
Funding    X  1 
Technical Skills     X 1 
Information     X 1 
Advertising     X 1 
Liquidity     X 1 
 
 
 
Table 3 reveals the resources, which have three or more links i.e. the most bundled 
resources. It is evident from the table that information technology and distribution 
networks are pervasive across all of the sample institutions and are, therefore, 
regarded as an integral aspect of resource bundling. Table 3 also shows that the more 
diversified institutions adopt a more comprehensive approach to resource bundling. 
This is reflected by the fact that the Alliance and Leicester with 7, and Morgan 
Stanley with 6, have the most resources linked with three or more other resources. 
Nevertheless, Table 3 does reveal that the smaller institution do bundle resources in 
an endeavour to become more efficient and deliver high levels of customer service. 
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Table 3 Resources Linked With Three or More Resources  
 
Organisation/ 
Resource 

Cattles Progressive Skipton A & L Morgan Stanley 

Risk x    x 
IT x x x x x 
Operations    x  
Staff  x x x x 
Distribution/Network x x x x x 
Marketing/Brand    x x 
Products   x x x 
Cost    x  
 
 
Finally, Table 4 reveals the most linked resource by linkages and type of resource.  
Information technology is the most linked resource for Cattles, Progressive [I.T and 
staff] and Skipton [I.T].  This suggests that these institutions regard information 
technology as an important resource in terms of achieving greater efficiency and 
higher levels of both internal and external service. Alliance and Leicester has quite a 
different profile as the most linked resource is products, with 8 links. This is 
indicative of a relatively product orientated institution. The most linked resource, 
however, is revealed by Morgan Stanley, which has staff with no less than 10 links. 
This linkage emphasises the importance attached by Morgan Stanley to staff and the 
support they are provided in the delivery of customer service.   
    
 
Table 4 Most Linked Resource(s) By Organisation  
Organisation Linked Resource 

 
Number of Links 

Cattles IT 4 
Progressive IT and Staff 5 
Skipton IT  5 
A & L Products 8 
Morgan Stanley  Staff 10 
 

Conclusion 
 
The paper has revealed that resource bundling is a prevalent and important strategy in 
maintaining and increasing levels of customer service. However, in terms of which 
resources are bundled together the paper has shown that institutions can adopt quite 
different approaches. In particular, institutions with more diverse product ranges 
appear to adopt more complicated resource bundling strategies. To some extent, this is 
simply a function of size i.e. ceteris paribus, the larger the institution, the more 
resources it has and, therefore, the more complicated and diverse the resource 
bundles. It is, however, also indicative of the fact that resource bundling adds value to 
resources and may also lead to greater efficiency.  As such, the paper provides 
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evidence to support previous studies in this area, which have suggested that resource 
bundling leads to greater competitiveness and might even be conducive to sustainable 
competitive advantage.  Moreover, such analysis could be useful when examining 
resource relatedness in product diversification for both academics and practitioners. 
 
To increase the sample size and the geographical range of the study it is planned to 
add further organisations from the UK and overseas to the study. 
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