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ABSTRACT
Intellectual capital is now recognized as a factor influencing organizational progress.
However, many Micro, Small and Medium Enterprises (MSME’s) in Indonesia still need
to understand the importance of intellectual capital to support their organizational
performance. This study aims to strengthen intellectual capital succession in MSME’s
in Indonesia to improve their competitiveness, financial performance, and sustainabil-
ity. The population of this study is all MSME’s players in Indonesia. At the same time,
the research sample selection is carried out using the criteria, namely MSME’s that
have been running their business for at least ten years and use technology in busi-
ness activities. The calculation of the minimum number of samples was determined
from this research method using the SEM (Structural Equation Modeling) analysis test
by carrying out several tests, namely composite reliability, coefficient determination,
and hypothesis testing. Scientific tests found that human capital affects structural cap-
ital, relational capital, and the competitiveness of MSME’s in Indonesia. Structural and
relational capital mediate the strong relationship between human capital and the
competitiveness of MSME’s in Indonesia. Structural and relational capital can also
mediate the strong relationship between human capital and the continuity of MSME’s
businesses in Indonesia. Meanwhile, the relationship between human capital and the
financial performance of MSME’s in Indonesia can only be weakly mediated by struc-
tural and relational capital. These findings certainly provide new evidence about the
importance of intellectual capital for the sustainability and competitiveness of today’s
MSME’s businesses.
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Introduction

Many large companies have run knowledge-based businesses. In developed countries like the US, 60%
are knowledge workers. It is proven that companies can carry out activities more effectively and effi-
ciently by increasing this knowledge capability (Mills & Smith, 2011; Zaied, 2012). Intellectual capital is
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now recognized as a factor influencing an organization’s progress. According to Holland et al. (2012),
the fundamental reason for companies in Japan to be successful is not only their skills and experience,
but there is knowledge management/creation in organizations where knowledge is the intellectual cap-
ital owned by humans as an element of human capital. Likewise, in Micro, Small, and Medium
Enterprises (MSME’s), intellectual capital is considered very important for business development and
ultimately improves welfare. MSME’s are a form of business that contributes to regional income and
helps improve Indonesia’s economy.

Seeing the condition of MSME’s in Indonesia, only a few are aware of the importance of knowledge-
based business by optimizing their intellectual capital, even though the existence of MSME’s is highly
expected to grow the economy and have high competitiveness. With MSME’s optimizing existing intel-
lectual capital, it is hoped that MSME’s can face competition and develop over time along with the
development of science and technology. Intellectual capital is increasingly recognized as a strategic asset
(investment) and is necessary for companies to increase sustainable company value and profits (Amin &
Aslam, 2017; Jord~ao & Novas, 2017; Matos et al., 2018; Muchran, 2020). MSME’s must understand their
management strategy as the main asset that can build competitiveness. MSME’s need knowledge and
information to participate in today’s competitive market and improve company performance.

Whilst innovation is critical to success in the face of competition, many companies still need to be
more innovative in their production, technology and marketing (Indrawati et al., 2020). The awareness
and willingness of entrepreneurs to apply appropriate science and technology in companies still need to
be improved. The lack of courage of MSME’s to try technological innovations (Caloghirou et al., 2017)
weakens human resources quality. Most MSME’s grow conventionally and are family businesses passed
down from generation to generation. The limited quality of human resources in MSME’s, in terms of for-
mal education and knowledge and skills, dramatically affects the management of their business, so the
business is challenging to develop optimally. MSME’s also need help to adopt new technological devel-
opments to increase the competitiveness of their products. As a result, they cannot satisfy the rapidly-
changing consumer demands (Caska et al., 2018). Therefore, intellectual capital is one of the causes of
MSMEs’ lack of technological innovation (Capozza & Divella, 2019).

The lack of information related to the progress of science and technology has resulted in the limited
facilities and infrastructure they have and are still conventional. With limited facilities and infrastructure,
production is less than optimal because it requires a lot of time and energy, which results in less sup-
port for business progress. Lack of guidance and management from relevant agencies, such as from the
industry and MSME’s services, so that guidance to MSME’s is less than optimal, even though some
MSME’s products in Indonesia have reached outside Java, such as Aceh, Riau, Makassar and even to
Malaysia, of course, they have many opportunities to absorb more labour so that it is expected to form
a network with other MSME’s that are mutually beneficial.

One of the reasons Indonesia’s MSME’s performance is so much lower than that of developed coun-
tries is the need for more development or proficiency in science and technology representing
Indonesian MSME’s actors’ intellectual capital. In the age of free trade and the globalization of the world
economy, science and technology and human resources are two significant factors determining prod-
ucts’ competitiveness (Ahmed Haji & Mohd Ghazali, 2012; Asuquo, 2012; Razafindrambinina & A, 2014;
Sydler et al., 2014). Competing in the domestic and global markets, MSME’s is efficient and produces
high-quality products. HR and science and technology are unrelated elements, and HR is necessary for
knowledge development or absorption of technology. In short, MSME’s can develop technology and
require the skills and abilities of employees and entrepreneurs. To be able to dispose of knowledge and
technology appropriately.

This study aims to find out the importance of intellectual capital for MSME’s in Indonesia in terms of
increasing their competitiveness, financial performance, and sustainability of these MSME’s. This research
is essential to do to provide an updated understanding that companies that have higher ‘intangibility’,
then these companies also have higher competitive advantages (Amel-Zadeh et al., 2016; Beattie &
Smith, 2013; Bratianu, 2018; Gogan et al., 2016; Manning, 2010; Shih et al., 2010). This is because infor-
mation on intangible assets significantly influences the company’s cash flows from investments, opera-
tions and financing.
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Intellectual capital is a significant asset in the development of the business world in the future
because it is unique and intangible and is recognized as the main driver of business processes.
Intellectual capital that is successfully implemented is significant for micro, small and medium enter-
prises to create products and services that have added value for the organization (Andreeva & Garanina,
2016; Beattie & Smith, 2013; Fontana & Egels-Zand�en, 2019; Hidayat et al., 2018; Sardo & Serrasqueiro,
2017). This research was conducted with several formulations and objectives, including determining the
effect of Human Capital on the Competitiveness, Structural and Relational Capital of MSME’s in
Indonesia. It knows the ability of Structural mediation and Relational Capital related between Human
Capital and the Competitiveness of MSME’s in Indonesia. It knows the ability of Structural mediation and
Relational Capital related between Human Capital and the Financial Performance of MSME’s in
Indonesia. It knows the ability of Structural mediation and Relational Capital related between Human
Capital and the Sustainability of MSME’s in Indonesia.

Literature review

The theory of human capital a theory that was initiated by Gary Becker. This theory stems from a
research series from Becker, who began developing human resources by publishing the book Human
Capital (Becker, 1964). Becker concentrates on the general development of human capital investments
and not just assessing the profitability of those investments. Investments in human capital include edu-
cation, on-the-job training, health care, and research for information on human capital costs and earn-
ings. The theory of human capital also explains that the investment made will provide commensurate
returns to the organization (Krasniqi & Topxhiu, 2016). Investment in human capital is an important mat-
ter based on human capital theory because formal education possessed by workers is not the only way
to invest in human capital (Becker, 1964). Workers need to increase their productivity through new skills
learned in the work environment. On-the-job training is a source of increased benefits, and they are
more significant with higher work experience. Becker’s study shows that workers are willing to ask for
common knowledge despite receiving lower benefits.

Human capital theory shows the knowledge, skills, and abilities that can be used to promote eco-
nomic growth (Andreeva & Garanina, 2016; Jord~ao & Novas, 2017). In this way, human capital is a
human resource inseparable from running a business. Structural capital includes accumulating all
inhuman knowledge within an organization, including databases, organizational charts, manual proc-
esses, strategies, routines, and others worth more than their substantial value increase (Igielski, 2018).
Structural capital is a vital link that enables the measurement of intellectual capital at the level of organ-
izational analysis. Structural capital is defined as the knowledge that remains in the company (Jord~ao &
Novas, 2017). Coexist within the organization together promotes synergies with everything within an
organization, including organizational structure, process guidelines, strategies, routines, software, hard-
ware, and everything more valuable to the company than physical value. Structural capital is also used
to build systems such as databases that allow people to interact and learn from each other, making it
easier to share knowledge with individuals within an organization other than those resulting from work-
ing knowledge. Part of the structural capital is protected by law and is an intellectual property right
legally owned by the company (Jain et al., 2018; Jord~ao & Novas, 2017; Suseno et al., 2019). So, based
on the description above can be formulated as a research hypothesis as follows.

H1: Human capital affects increasing the structural capital of MSME’s

H2: Human capital affects increasing MSME relational capital

H3: Human capital affects increasing the competitiveness of MSME’s

Relationship capital is a harmonious relationship between a company and its partners, suppliers, cus-
tomers, governments, and the surrounding community (Brown-Liburd et al., 2018; Jord~ao & Novas,
2017). The mutually beneficial relationships between organizations and their stakeholders and social net-
works’ importance are believed to impact SMEs’ sustainability positively (Muchran, 2020). Companies are
interested in building networking capabilities with outsiders because they expect positive results. Gain
access to the valuable resources and knowledge needed to seize opportunities, build competitive
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positions and encourage employees and managers to look for new business opportunities and develop
business ideas to take advantage of them. Like investing in an organization, related capital can drive
entrepreneurial development, emphasizing initiative, autonomy, risk-taking, and innovation (Agostini
et al., 2017; Anggraini et al., 2020). As a result, the competitiveness that some companies create is even
greater. This also allows you to engage in informative interactions with other major partners in the form
of collaboration (Almulhim, 2020; Jord~ao & Novas, 2017; Moustaghfir et al., 2013). So, based on the
description above can be formulated as a research hypothesis as follows.

H4: Structural capital can mediate the relationship between human capital and the competitiveness of MSME’s

H5: Relational capital can mediate the relationship between human capital and the competitiveness of
MSME’s

Structural capital can address everyday processes and structures that help employees achieve aca-
demic and business outcomes, including operating systems, manufacturing processes, controlled physi-
ology, and corporate intellectual property (Shokri et al., 2017). All individuals have a high level of
intelligence, but organizations with inadequate systems and procedures for tracking behaviour affect
intellectual capital less than its most tremendous potential. If the intellectual capital obtained is not opti-
mal, it will affect its performance (Serenko et al., 2010).

Human capital is the most critical resource that adds value to business processes, such as skills, know-
ledge, expertise, abilities, attitudes, and agility. Human capital is the essential element of intellectual cap-
ital and influences other factors that affect the performance of an organization (Dwivedi et al., 2021;
Shen et al., 2019). The presence of human capital in a business process helps the company sustainably
run the business and achieves the desired performance because the knowledge within the company is
used to create value for the product or service can provide direction (Deswanto & Siregar, 2018;
Hapsoro & Husain, 2019; Jord~ao & Novas, 2017; Matos et al., 2018; Schneider, 2015). So, based on the
description above can be formulated as a research hypothesis as follows.

H6: Structural capital can mediate the relationship between human capital and the financial performance of
MSME’s

H7: Relational capital can mediate the relationship between human capital and the financial performance of
MSME’s

The significance of ‘human capital’ in an organization or community, in its that means ‘highbrow cap-
ital’, refers to the information and expertise of a social collectivity. Intellectual capital is parallel to
human capital, which incorporates information, skills, and talents that allow human beings to behave in
new ways (Jord~ao & Novas, 2017). Thus, Intellectual capital is a vital resource capable of acting on know-
ledge (Jord~ao & Novas, 2017; Lentju�senkova & Lapina, 2016).

This study explains that intellectual capital is essential in organizational development and corporate
sustainability. Economic changes with the characteristics of a science-based economy due to the applica-
tion of knowledge management drive an increase in intellectual capital. Organizations move their
strategies from job-based companies (work-based businesses) to knowledge-based companies (know-
ledge-related businesses). The parent company will be a science company (Durst & Ferenhof, 2014;
Jord~ao & Novas, 2017; Lentju�senkova & Lapina, 2016). MMSME’s abilities, skills, and abilities drive MSME’s
to carry out production activities to innovate production processes and achieve results effectively and
efficiently. Human capital is vital for everyone because it can use, direct, manage, and transform resour-
ces to generate value and profit for corporate sustainability (Andreeva & Garanina, 2016; Ardhiani &
Nasih, 2019; Durst & Ferenhof, 2014; Igielski, 2018; Suseno et al., 2019). So, based on the description
above can be formulated as a research hypothesis as follows.

H8: Structural capital can mediate the relationship between human capital and the sustainability of MSME’s

H9: Relational capital can mediate the relationship between human capital and the sustainability of MSME’s

Figure 1 above shows the model image in this study. The research model was formed based on the
development of the hypotheses that have been described previously. The research model in Figure 1
will test the direct effect of the human capital variable on structural capital, relational capital, and com-
petitiveness. In addition, the research model also shows that this study will also examine the mediating
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effects of structural and relational capital on the influence of human capital on the competitiveness,
financial performance, and business sustainability of MSMEs in Indonesia.

Methods

This study uses a quantitative method. The types of data collected are primary data and secondary data.
Primary data comes from survey results and in-depth interviews using questionnaires. Data were col-
lected in questionnaires and literature research. Secondary data was obtained from the website of the
local MSME government agency, as well as financial reports voluntarily provided to researchers.
Secondary data in the form of financial reports obtained is used to determine the value of the financial
performance variables in the form of ROA, ROE, and PER. The population of this study is all Indonesian
Micro, Small, Medium Enterprises (MSME’s) actors. The scan method was used correctly. Therefore, this
method uses several criteria, including:

1. MSME’s actors in Indonesia have run their businesses for at least ten years since 2009.
2. MSME’s in Indonesia whose daily work activities are supported by technology, such as administrative

records using a computerized system or the internet.
3. MSME’s actors in Indonesia who during their business have obtained at least ten achievements in

their business field

This sample is also determined using the sampling method (Ogston et al., 1991) as follows:

n ¼ z21 − a=2
p 1 − pð Þ

d2

Information:
n: number of samples
z21 − a=2: average standard value, (if: 0.05, then Z: 1.960)
(1-p): population proportion estimate (if P is 0.5, then P(1-P): 0.25)
d: tolerable deviation (10%)
So that, n ¼ ð1, 960Þ2 ð0, 25Þ2

ð0, 10Þ2 ¼ 96, 4

Figure 1. Research framework model.
Note.
HC01-HC05: Indicator item number of the human capital variable (see Appendix for complete information).
SC06-SC10: Indicator item number of the structural capital variable (see Appendix for complete information).
RC11-RC15: Indicator item number of the relational capital variable (see Appendix for complete information).
DS16-DS20: Indicator item number of the competitiveness variable (see Appendix for complete information).
KK21-KK23: Indicator item number of the business continuity (see Appendix for complete information).
KU24-KU28: Indicator item number of the finansial performance variable (see Appendix for complete information).
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Based on the considerations and results of the above calculations, the sample size given in this survey
was 100 respondents. However, we increased the number of respondents to 300 to ensure more reliable
results. The description is as follows.

This study used data analysis, namely the SEM (Structural Equation Modeling) analysis test. The SEM ana-
lysis carried out in this study was carried out using the help of SmartPLS software which carried out tests
including validity, reliability, outer, and inner model tests, and hypothesis testing. The use of SEM in this
study is because SEM has several advantages, namely the ability to determine latent variable models that
provide separate estimates of the relationship between latent constructs and their manifest indicators
(measurement models) and relationships between constructs (structural models), the availability of global fit
measures that can provide a summary evaluation of even complex models involving large numbers of linear
equations, and SEM is also a comprehensive data analytic framework that is attributed to its unique capabil-
ities relative to statistical procedures traditionally used by scientists (Tomarken & Waller, 2005). In this study
using a one-way hypothesis test, thus the alpha value used in this study was 0.025 (Tables 1 and 2).

Result

The characteristics of the respondents in this study were categorized into several criteria, such as gen-
der, age, education, and length of business for MSME’s. The results of the data mapping showed 169
male respondents and 31 female respondents, so that male respondents dominated our respondents by
84.5%. The characteristics of our respondents according to age are categorized into 2, namely the age
of 40-43 years and over 43 years. In this study, respondents aged 40-43 years were 96 people, while
those over 43 years old were 104. The educational background of our respondents is grouped into two
categories of graduates, namely SMK graduates and D3 (Diploma). Our respondents were 182 SMK grad-
uates, while 18 were D3 (Diploma) graduates.

Based on Table 3 shows that all question items have a correlation value (r) greater than 0.3, while the
alpha coefficient is more significant than 0.6. Thus, all question/statement items for each variable are
valid and reliable.

Table 1. Likert scale answer criteria weight.
Meaning Number

Strongly agree 5
Agree 4
Neutral 3
Disagree 2
Strongly Disagree 1

Source: (Likert, 1932).

Table 2. Research variable measurement indicators.
No Variable Indicator Measurement

1. Intellectual Capital (Human
Capital-X1)

MSME business actors who have special skills, abilities,
competencies, creativity, education, high-quality qualifications,
and experience to find practical solutions for every customer’s
demands (Jord~ao & Novas, 2017).

Likert scale

2. Intellectual Capital (Structural
Capital-X2)

Indicator structural capital, namely culture, routines, instructions,
procedures, systems, and technological and intellectual
developments (Agostini et al., 2017).

Likert scale

3. Intellectual Capital (Relational
Capital-X3)

This indicator is observed through the organization’s relationships
with all relevant parties and stakeholders, including the capacity
of employees to develop and maintain connections with affiliated
parties such as customers and suppliers (Saunila, 2014).

Likert scale

4. Competitiveness 1. The Threat of New Entrants
2. The Intensity of Rivalry Competition in an Industry (Hsu &

Mykytyn, 2010).

Likert scale

5. Financial performance 1. ROA
2. ROE
3. PER

Ratio Scale

6. Business Continuity 1. economic potential,
2. Product quality improvement,
3. Business environment conditions.

Likert scale

Sourced: author’s documentation.
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The next test is the outer and inner model and hypothesis testing. This outer model test uses
Composite reliability indicator block data which measures a construct by evaluating the composite reli-
ability value (qc). Dimensions are considered reliable if they have a composite reliability value (qc) above
0,7. The following are the results of calculations using composite reliability:

Table 4 it can be seen that the composite reliability output obtained by each latent variable is more
significant than 0.7. These results indicate that each latent variable is reliable. The inner structural model
is evaluated using R-Square for the dependent construct. Inner model testing aims to test the presence
or absence of influence between constructs and R square. The structural model was evaluated using p-
value to determine the significance of the structural path parameter coefficients and R Square to deter-
mine the effect of the independent latent variable on the latent dependent variable and whether it has
a substantive effect. The coefficient of determination is a number that shows the enormous contribution
of the influence given by the exogenous latent variable to the endogenous latent variable. Based on the
test results using the SmartPLS software, the following results were obtained:

In Table 5 above, it can be seen that the R Square value obtained for each dependent variable is
0.379 or 37.9% for Y1; 0.052 or 5.2% for Y2; and 0.733 or 73.3% for Y3. These results show the

Table 4. Composite reliability calculation results.
Dimension Composite Reliability

Human Capital-X1 0.946
Structural Capital-X2 0.875
Relational Capital-X3 0.827
Competitiveness_Y1 0.926
Finansial Performance_Y2 0.878
Business Continuity_Y3 0.858

Source: Smart PLS, 2021.

Table 3. Validity and reliability test results.

Variable Items

Correlation (r) Coefficient

r Status Alpha Status

Intellectual Capital (Human Capital-X1) HC01 0.410 Valid 0.815 reliable
HC02 0.965 Valid
HC03 0.965 Valid
HC04 0.963 Valid
HC05 0.957 Valid

Intellectual Capital (Structural Capital-X2) SC06 0.561 Valid 0.793 reliable
SC07 0.923 Valid
SC08 0.923 Valid
SC09 0.400 Valid
SC10 0.923 Valid

Intellectual Capital (Relational Capital-X3) RC11 0.555 Valid 0.775 reliable
RC12 0.626 Valid
RC13 0.780 Valid
RC14 0.733 Valid
RC15 0.785 Valid

Competitiveness DS16 0.596 valid 0.815 reliable
DS17 0.948 valid
DS18 0.752 valid
DS19 0.948 valid
DS20 0.948 valid

Financial performance KK21 0.778 valid 0.617 reliable
KK22 0,313 valid
KK23 0.492 valid

Business Continuity KU24 0.689 valid 0.791 reliable
KU25 0.804 valid
KU26 0.779 valid
KU27 0.705 valid
KU28 0.739 valid

Source: Data processed, 2021.
Note.
HC01-HC05: Indicator item number of the human capital variable (see Appendix for complete information).
SC06-SC10: Indicator item number of the structural capital variable (see Appendix for complete information).
RC11-RC15: Indicator item number of the relational capital variable (see Appendix for complete information).
DS16-DS20: Indicator item number of the competitiveness variable (see Appendix for complete information).
KK21-KK23: Indicator item number of the business continuity (see Appendix for complete information).
KU24-KU28: Indicator item number of the finansial performance variable (see Appendix for complete information).
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magnitude of the influence of the factor Human Capital-X1; Structural Capital-X2; and Relational Capital-
X3 on the competitiveness, financial performance and business sustainability of MSMEs.

To conclude that the hypothesis is not rejected or rejected, the test is carried out by comparing the
t-count value with the t-table value; if the t-count value is more significant than the t-table, then the
relationship between the variables is significant and vice versa if the t-count value is smaller than t-table,
then the relationship between insignificant variable (Jaya, 2020). With the amount of data 200, then the
value of t table (a¼ 1%) obtained by 3.300; t table (a¼ 1%) obtained by 2.345; t table (a¼ 5%) obtained
by 1.652; and the value of t table (a¼ 10%) of 1.285, in this study using a one-way hypothesis test, thus
the alpha value used in this study was 0.025 and 0.05 as follows.

Human Capital influences the Structural Capital of MSME’s in Indonesia. This result is evidenced by the
value of t count> t Table (150.701> 2.345) and a sig. value of <0.01. The second hypotesis show if human
capital influences the relational capital of MSME’s in Indonesia. This result is evidenced by the value of t
count> t Table (6.936> 1.652) and a sig. value of 0.043. Next, human capital affects the competitiveness
of MSME’s in Indonesia. This result is evidenced by the value of t count> t Table (2.796 >1.652) and a sig.
value of 0.012. Structural and relational capital mediate the strong relationship between human capital and
the competitiveness of MSME’s in Indonesia. The t count> t table evidences this result (i.e. for structural cap-
ital, it is 3.978> 3.300, while for relational capital, it is 9.689> 1.285) and sig. value for structural capital is
0.000 and 0.053. Thus, when the structural and relational capital of MSME’s are of good quality, it will facili-
tate the effect of human quality to increase the competitiveness of MSME’s.

Structural Capital and relational capital have a weak mediating effect on the relationship between
Human Capital and the financial performance of MSME’s in Indonesia (Table 6). This result is evidenced
by the value of t count< t table (ie for structural capital it is 0.954< 1.652 while for relational capital it
is 0.910< 1.652) and a sig. value of 0.715 for structural capital and 0.877 for relational capital.

Structural Capital and relational capital mediate the strong relationship between Human Capital and
Business Continuity of MSME’s in Indonesia. This result is evidenced by the t count> t table (ie
6.204> 3.300 for structural capital and 20.869> 3.300 for relational capital) and sig. value of 0.001 for
structural capital and 0.000 for relational capital. Thus, when the structural and relational capital of
MSME’s is of good quality, it will facilitate the effect of human quality to increase the business continuity
of MSME’s. Table 7 below summarises the results of hypothesis testing as follows

Discussion

This structural capital includes databases, organizational charts, manual processes, strategies, routines, and
anything else whose value to a company is more important than its material value. Structural capital that is

Table 5. Coefficient of determination (R2).
R square

Competitiveness_Y1 0.379
Financial Performance_Y2 0.052
Business Continuity_Y3 0.733

Source: Smart PLS, 2021.

Table 6. Hypothesis testing results.
Hypothesis Path Chart Path Coefficient Sig t count Information

H1 Human Capital ! Structural Capital 0.006 0.000��� 150.701 Significant
H2 Human Capital ! Relational Capital 0.085 0.043�� 6.936 Significant
H3 Human Capital ! MSME competitiveness 0.081 0.012�� 2.796 Significant
H4 Human Capital ! Structural Capital ! MSME competitiveness 0.041 0.000��� 3.978 Significant
H5 Human Capital ! Relational Capital ! MSME competitiveness 0.081 0.053� 9.689 Significant
H6 Human Capital ! Structural Capital ! Financial performance 0.314 0.715 0.954 Not Significant
H7 Human Capital ! Relational Capital ! Financial performance 0.255 0.877 0.910 Not Significant
H8 Human Capital ! Structural Capital ! Business Continuity 0.055 0.001��� 6.204 Significant
H9 Human Capital ! Relational Capital ! Business Continuity 0.051 0.000��� 20.869 Significant
�significant at 10% level (p value < 0,1).��significant at 5% level (p value < 0,05).���significant at 1% level (p value < 0.001).
Source: Data processed, 2021.
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well connected with human capital can build the creation of systems that enable people to interact and
learn from each other, thereby fostering synergies due to the ease of sharing knowledge and collaborating
between individuals in organizations (Durst & Ferenhof, 2014; Jord~ao & Novas, 2017; Lentju�senkova &
Lapina, 2016). Meanwhile, relational capital is a harmonious relationship between a company and its part-
ners, both suppliers, customers, the government and the surrounding community (Agostini et al., 2017;
Andreeva & Garanina, 2016; Asiaei & Jusoh, 2015; Brown-Liburd et al., 2018; Jord~ao & Novas, 2017). The
importance of mutually beneficial relationships and social networks between organizations and their stake-
holders is believed to affect entrepreneurial orientation in small and medium enterprises positively.
Furthermore, competitiveness is also a concept that refers to a company’s ability to compete with other
companies to create value (Beattie & Smith, 2013; Ruiz-Real et al., 2020). Competitiveness can be created or
enhanced by implementing the right competitive strategy, one of which is managing resources effectively
and efficiently.

The results of this study indicate that human capital can increase structural capital, relational capital,
and competitiveness in SMEs (Figure 2). Good human capital in an organization will be able to produce
good structural capital and relational capital because of the ability to exist human resources in an organ-
ization to create databases, organizational charts, manual processes, strategies, routines, and anything
that can generate processes, good business, to be able to provide the maximum quality of service and

Table 7. Summary of hypothesis testing results.
Hypothesis Relationship Decision

H1 HC!SC Not rejected
H2 HC!RC Not rejected
H3 HC! competitiveness Not rejected
H4 HC!SC!competitiveness Not rejected
H5 HC!RC!competitiveness Not rejected
H6 HC!SC!financial performance Rejected
H7 HC!RC!financial performance Rejected
H8 HC!SC!sustainability Not rejected
H9 HC!RC!sustainability Not rejected

Source: data processed.

Figure 2. Data test results.
Source: Smart PLS, 2021.
Note.
HC01-HC05: Indicator item number of the human capital variable (see Appendix for complete information).
SC06-SC10: Indicator item number of the structural capital variable (see Appendix for complete information).
RC11-RC15: Indicator item number of the relational capital variable (see Appendix for complete information).
DS16-DS20: Indicator item number of the competitiveness variable (see Appendix for complete information).
KK21-KK23: Indikator item number of the business continuity (see Appendix for complete information).
KU24-KU28: Indicator item number of the finansial performance variable (see Appendix for complete information).
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products following customer needs. In addition, good human capital will be able to create harmonious
relationships between the company and its partners, from suppliers, customers, the government and the
surrounding community.

Human capital represents individual knowledge stock or an organization represented by its employees
(Amin et al., 2018; Mention & Bontis, 2013; Sari, 2020; Widyatini, 2019; Zhicheng et al., 2016). In addition,
resourced-based theory explains that resources and capabilities are internal to the company, which is used
as strategy development in the external environment, such as customers, suppliers, new entrants, products
or services, and competition between companies (Nemati et al., 2010). The existence of quality services,
products, and good relationships will ultimately create higher competitiveness compared to other busi-
nesses. Gocejna (2016) explains that stakeholder theory explains that a corporation has parties that are the
responsibility of the company other than shareholders, namely stakeholders such as employees, customers,
suppliers, creditors, and the community. This theory helps management to understand the stakeholder
environment by exploiting the potential that generates added value (Bukair & Abdul Rahman, 2015; Ismail
et al., 2015; Sakr, 2017; Schneider, 2015; Soewarno & Tjahjadi, 2020; Thijssens et al., 2015). Thus, human
capital is needed to create structural capital, relational capital, and competitiveness in MSMEs.

Empirical evidence shows that good human capital in organizations is able to create competitiveness by
increasing the quality of structural and relational capital in organizations as evidenced in the results of this
study. The ability of a person (human capital) who already has specific skills, abilities, competencies, creativity,
high-quality education and qualifications, as well as experience to find practical solutions to every customer’s
demands are certainly very beneficial for stakeholders because they can easily monitor and control the opera-
tions of their organization without having to go down to the organization. This condition is expected by
many stakeholders so that the organization’s goals can be achieved properly. Organizations with good rela-
tional capital can quickly achieve company goals (Durst & Ferenhof, 2014; Malesev & Cherry, 2021).

This indicates that the human capital that MSME actors in Indonesia have formed is currently good so
that it can create business competitiveness. It should be noted that human capital needs to be updated
every period because the economic situation and conditions that arise are constantly changing, so
MSME actors are also required to always actively observe the human capital needs that they need each
period (Durst & Ferenhof, 2014; Gomes & Wojahn, 2017; Malesev & Cherry, 2021; Singh et al., 2016).
These results indicate that an organization that is structured or has good structural capital includes:
databases, organizational charts, manual processes, strategies, routines, and everything whose value to
the company is more significant than its material value can facilitate its human capital to carry out its
organizational activities, so this factor will significantly contribute to increasing the competitiveness of
the MSME business in the future. This result also indicates that the fourth hypothesis is not rejected.
(Agostini et al., 2017; Chang & Cheng, 2019; Jord~ao & Novas, 2017; Singh et al., 2016). The relational cap-
ital in an organization is significant to direct its human capital to run according to its strategy to
increase its competitiveness (Chang & Cheng, 2019; Singh et al., 2016).

The new results found in this study are that structural capital and relational capital do not mediate the
influence of human capital on the financial performance of MSMEs in Indonesia. These results indicate that
the capture of intellectual capital in an organization emphasizes creating the strength of its organizational
culture and increasing the strategic value of an entity rather than the value of accounting profit and its
financial performance (Gogan et al., 2016). Another argument from the results of this study is the impact of
the business environment, which can also strengthen or weaken the influence of human capital on organiza-
tional performance. This is because the business environment is believed to influence business decision-
making related to business strategy planning (Acmad & Djaslim, 2010). The organizational environment can
be divided into internal and external (T. Wheelen & Hunger, 2012). The environment contains the environ-
ment that exists outside the organization that can be used to analyze the opportunities and threats faced
by the company (Zulaikha & Fredianto, 2003), while the internal environment is related to the external envir-
onment within the company consisting of organizational structure, culture, and resources used to analyze
strengths and weaknesses (Wheelen & Hunger, 2012). Hidayat et al. (2015) and Adeoye & Elegunde (2012)
found that the internal and external environments significantly influence corporate strategy. This argument is
supported by the results of this study and previous research, which found that organizations with structural
capital that can direct all of their human capital activities can contribute to business sustainability (Chang &
Cheng, 2019; Durst & Ferenhof, 2014; Singh et al., 2016). In addition, the results of this study also show that
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good relational capital can create solid human capital to encourage the sustainability of MSME businesses in
Indonesia. This certainly contributes significantly to stakeholders so that the objectives are also achieved.
(Chang & Cheng, 2019; Costa et al., 2016; Singh et al., 2016).

Conclusions

This study aims to find up-to-date on the importance of intellectual capital for MSME’s in Indonesia to
increase their competitiveness, financial performance, and sustainability. This research is vital to do to
provide an up-to-date understanding that companies that have a higher ‘intangibility’ than the company
also have a higher competitive advantage. This is because information on intangible assets significantly
influences the company’s cash flows from investments, operations, and funding.

The study’s results generally concluded that human capital could affect relational capital, structural
capital, and competitiveness of MSMEs in Indonesia. Another conclusion from the research results is that
human capital can also increase the competitiveness and sustainability of MSME businesses through the
positive impact created by increasing relational capital and structural capital. However, human capital
has yet to be found to increase the financial performance of MSMEs through a positive impact on rela-
tional and structural capital.

The implications of these findings certainly contribute to the existence of new evidence about the
importance of intellectual capital for the sustainability and competitiveness of today’s MSME’s busi-
nesses. Based on the results of this study, MSME’s actors are expected to understand more and more
the importance of human capital to increase the competitiveness, performance and sustainability of
MSME businesses. This is because the existence of good human capital from MSMEs will improve the
quality of relational and structural capital, which will ultimately positively impact competitiveness, per-
formance and business continuity (Igielski, 2018).

The results of this study can be a source of reference and reference for conducting similar research in the
future while still considering the limitations of this study. The first limitation is the theoretical concept that
explains general nature rather than specifically intellectual capital and financial performance because the two
have different theoretical foundations. Hence, the authors suggest further research to provide the latest the-
ory linking intellectual capital with financial company performance. With the recognition of older literature
to corroborate new theories. The following limitation is that this research has not been able to prove the
existence of a mediating effect of relational capital and structural capital on the influence of human capital
on financial performance, so further research is expected to be able to add business environment variables
as moderating variables that can weaken or strengthen the effect of human capital on financial performance
following the argument described in the previous discussion section. An organization of the course.
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Appendix. List of questions/research questionnaires

No Code Statement

Intellectual Capital - Human Capital (X1)
1. HC01 I as well as my employees, have knowledge and experience about the job/task and do it according to predetermined standards .
2. HC02 I and my employees, have creativity in completing work by applying effective and efficient work methods.
3. HC03 I and my employees have the ability to complete large or large numbers of jobs/tasks
4. HC04 I always have a positive attitude and try to do activities to be able to give maximum results.
5. HC05 I communicate with anyone to understand each other’s problems and help each other solve the problem.
Intellectual Capital - Structural Capital (X2)
6. SC06 There is the availability of a combination of computers, applications, and data (database) that is able to support each job.
7. SC07 The existence of an organizational structure that divides, groups, and coordinates tasks or work.
8. SC08 There is a corporate culture that supports the performance of MSME owners and employees.
9. SC09 Implement business strategies to compete and improve performance.
10. SC10 Have machine-like technology to increase the productivity of owners and employees
Intellectual Capital - Relational Capital (X3)
11. RC11 I am able to coordinate all activities well.
12. RC12 I am able to complete every job quickly and correctly.
13. RC13 I always use technological devices to facilitate the completion of daily work.
14. RC14 I quickly learn to use technology.
15. RC15 I have a very adaptive strategic plan with development technology moment this.
Superiority Competitive (Y1)
16. DS16 Our company always offers competitive prices compared to competitors
17. DS17 Our company has product innovation that is different from competitors.
18. DS18 Our company always delivers goods to consumers on time compared to competitors.
19. DS19 Our company moves quickly in developing new products compared to competitors
20. DS20 Our company always provides products with new advantages (features) compared to competitors.
Company/UMKM Performance (Y2)
21. KK21 The business I live in has increased sales every month
22. KK22 The business capital that I have is always increasing.
23. KK23 Profits/profits from the business that I do every month always increase.
Sustainability effort (Y3)
24. KU24 Funding went smoothly without any problems
25. KU25 The company keeps saving even a little for future business development
26. KU26 Building a marketing network in maximizing revenue
27. KU27 Maintaining the existence of the workforce for quality production results
28. KU28 There is an increase in income from time to time, although slightly
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