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STRATEGIC CAPABILITY

Strategic capability is the inherent capacity or potential of an
organization to use its strengths and overcome its weaknesses in
order to exploit the opportunities and face the threats in its
external environment. It is also viewed as a skill for coordinating
resources and putting them to productive use for gaining long-
term competitive advantage. Without capability, resources- even
though valuable and unique- may be worthless. In this sense,
capabilities are the outcomes of an organization's knowledge
base, l.e., the skill and knowledge of its employees. However,
strategic capability is the outcome of the application of 'learning
organization' - not ‘organizational learning'.

Strategists are primarily interested in organizational capabilities
because of two reasons. Firstly, they wish to know what capability
exists within the organization to exploit opportunities or face
threats in the environment. Secondly, they are interested in
knowing what potential should be developed so that opportunities
could be exploited and threats could be faced in future.



Strategic Capability Factors

Organizational capability factors are strategic strengths and
weaknesses existing in different functional areas of an
organization, which are crucial to strategy formulation and
implementation to gain competitive advantage. Other terms
synonymous to strategic capability factors are strategic factors,
strategic advantage factors, corporate competence factors, etc.

Different types of capability factors exist within the internal
environment of an organization. For the purpose of explanation,
these factors are devided into following functional areas:

Financial Capability : Financial capability factors relate to the
availability, usage and management of funds and all allied
aspects that have bearing on an organization's capacity and
ability to implement its strategies. Some of the important
financial capability factors are as follows:

1. Factors related to source of funds: Capital structure,
procurement of capital, working capital availability,
resources and surplus, and relationship with lenders, banks
and financial institutions.

2. Factors related to usage of funds: Capital investment, fixed
asset acquisition, current assets, loans and advanced,
dividend distribution and relationship with shareholders.

3. Factors related to management of funds: Financial,
accounting and budgeting systems; management control
systems, state of financial health, cash, inflation, credit,
return and risk management; cost reduction and control and



tax planning and advantages

Based on the above factors, a number of strengths and
weaknesses can be found that affect the financial capability of an
organization. The following exhibit illustrates some strengths that
support financial capability. The absence of these factors lead to
financial weaknesses.

For example, Reliance industries has recently sold substantial
volume of shares to Facebook and other major investors to
offload its debts, and then is going to issue fresh shares for
arranging further capital.



