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STRATEGICCAPABILITY

Strategiccapabilityistheinherentcapacityorpotentialofan

organizationtouseitsstrengthsandovercomeitsweaknessesin

ordertoexploittheopportunitiesandfacethethreatsinits

externalenvironment.Itisalsoviewedasaskillforcoordinating

resourcesandputtingthem toproductiveuseforgaininglong-

term competitiveadvantage.Withoutcapability,resources-even

thoughvaluableandunique-maybeworthless.Inthissense,

capabilitiesaretheoutcomesofanorganization'sknowledge

base,I.e.,theskillandknowledgeofitsemployees.However,

strategiccapabilityistheoutcomeoftheapplicationof'learning

organization'-not'organizationallearning'.

Strategistsareprimarilyinterestedinorganizationalcapabilities

becauseoftworeasons.Firstly,theywishtoknowwhatcapability

existswithintheorganizationtoexploitopportunitiesorface

threatsintheenvironment.Secondly,theyareinterestedin

knowingwhatpotentialshouldbedevelopedsothatopportunities

couldbeexploitedandthreatscouldbefacedinfuture.



StrategicCapabilityFactors

Organizationalcapabilityfactorsarestrategicstrengthsand

weaknessesexistingindifferentfunctionalareasofan

organization,whicharecrucialtostrategyformulationand

implementationtogaincompetitiveadvantage.Otherterms

synonymoustostrategiccapabilityfactorsarestrategicfactors,

strategicadvantagefactors,corporatecompetencefactors,etc.

Differenttypesofcapabilityfactorsexistwithintheinternal

environmentofanorganization.Forthepurposeofexplanation,

thesefactorsaredevidedintofollowingfunctionalareas:

FinancialCapability:Financialcapabilityfactorsrelatetothe

availability,usageandmanagementoffundsandallallied

aspectsthathavebearingonanorganization'scapacityand

abilitytoimplementitsstrategies.Someoftheimportant

financialcapabilityfactorsareasfollows:

1.Factorsrelatedtosourceoffunds:Capitalstructure,

procurementofcapital,workingcapitalavailability,

resourcesandsurplus,andrelationshipwithlenders,banks

andfinancialinstitutions.

2.Factorsrelatedtousageoffunds:Capitalinvestment,fixed

assetacquisition,currentassets,loansandadvanced,

dividenddistributionandrelationshipwithshareholders.

3.Factorsrelatedtomanagementoffunds:Financial,

accountingandbudgetingsystems;managementcontrol

systems,stateoffinancialhealth,cash,inflation,credit,

returnandriskmanagement;costreductionandcontroland



taxplanningandadvantages

Basedontheabovefactors,anumberofstrengthsand

weaknessescanbefoundthataffectthefinancialcapabilityofan

organization.Thefollowingexhibitillustratessomestrengthsthat

supportfinancialcapability.Theabsenceofthesefactorsleadto

financialweaknesses.

Forexample,Relianceindustrieshasrecentlysoldsubstantial

volumeofsharestoFacebookandothermajorinvestorsto

offloaditsdebts,andthenisgoingtoissuefreshsharesfor

arrangingfurthercapital.


