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Abstract: This study aimed to investigate the relationship between intellectual capital (human
capital, relational capital, and structural capital) and sustainable competitive advantage, and the
relationship between sustainable competitive advantage and organizational performance. The
sample used was 308 SMEs located in Denpasar, Bali Province, Indonesia. Data were collected using
a questionnaire that was sent directly to the CEO of the SMEs. Data were analyzed using SEM-
PLS with WarpPLS 8.0. The findings show that there is a significant positive relationship between
each dimension of intellectual capital (human capital, relational capital, and structural capital) and
sustainable competitive advantage. Sustainable competitive advantage is also significantly and
positively related to organizational performance. This study contributes to the understanding of
intellectual capital in the value creation process of SMEs in developing countries. This study also
enriches the previously developed conceptualization of intellectual capital by proposing intellectual
capital as an important variable underlying the sustainability practices of companies, which allows
them to achieve superior performances.

Keywords: intellectual capital; sustainable competitive advantage; organizational performance

1. Introduction

Today, business organizations worldwide are competing to achieve a sustainable
competitive advantage. In this regard, intellectual capital is perceived as one of the most
valuable organizational resources that enables sustainable development (Gross-Gołacka
et al. 2020). All dimensions of intellectual capital—human capital, relational capital, and
structural capital—are a source of innovation, and new activities provide an effective sus-
tainable competitive position (Duodu and Rowlinson 2019). Moreover, in a volatile market,
the sustainable competitive position of business organizations is strongly influenced by
their intellectual capital (Lu et al. 2021).

For small and medium enterprises (SMEs), intellectual capital dimensions are an im-
portant driver for technological innovation, which, in turn, spurs innovative performance
and a sustainable competitive position (Agostini et al. 2017). Developing a sustainable
business is challenging for SMEs in developing countries. In contrast, the high costs of
procurement of tangible resources, due to financial limitations, prompt business organi-
zations in developing countries to prefer intangible resources, particularly intellectual
capital in order to spur competitiveness and performance (Lu et al. 2021). Thus, sustainable
competitive advantage is no longer rooted in tangible resources and financial capital, but
the effective channeling of unique intellectual resources (Balaji and Makhija 2001).

In several developing countries, SMEs contribute to economic empowerment in the
form of job creation and the social welfare of the majority of the population, especially for
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those who do not have access to formal jobs in the public sector (Agyei 2018). In Indone-
sia, SMEs are the most important pillars of the economy. The Coordinating Ministry of
Economic Affairs of the Republic of Indonesia (2021) noted that the number of SMEs in
2021 reached 64.2 million, with a contribution to the Gross Domestic Product of 61.07%
(8573.89 trillion rupiah). The contribution of SMEs to the Indonesian economy includes the
ability to absorb 97% of the total workforce and collect up to 60.4% of the total investment.
However, bankruptcy and failure remain a problem for SMEs worldwide, especially in less
developed economies (Kücher et al. 2020).

According to resource-based theory (RBT), firm resources, especially intangible ones,
are more likely to contribute to firms achieving and maintaining superior performance
when combined or integrated (Barney 1991). From the intellectual capital-based view (ICV),
competitive advantage takes the form of resource characteristics that allow a company
to outperform competitors in the same industry (Reed et al. 2006). Both of these became
the theoretical motivation for conducting this study. Another motivation for conducting
this research was that empirically, even though SMEs have a large influence on the global
economy, attention to SMEs in the study of intellectual capital is still limited (Marzo and
Scarpino 2016). The concept and nature of intellectual capital have been widely studied,
but a common understanding of the role of intellectual capital in achieving a sustain-
able competitive advantage in organizations, with the changing environment and world
economic situation, is still lacking (Lentjushenkova et al. 2019). Business organizations’
awareness of the importance of intellectual capital for their development is still low because
of the intangible characteristics of intellectual capital, and the many elements it comprises
(Gross-Gołacka et al. 2020).

Several researchers have examined the relationship between intellectual capital and
sustainability issues, such as Chaudhry and Chaudhry (2022), who examine the effect of
green intellectual capital on sustainable economic excellence in manufacturing companies
in Pakistan; Lu et al. (2021), who examined the effect of intellectual capital on sustainable
competitive advantage in terms of differentiation strategy and cost leadership strategy in
Chinese and Pakistani companies; Mukherjee and Sen (2019), who examined the effect
of intellectual capital on sustainable growth in Indian firms; and Xu and Wang (2018),
who examined the relationship between intellectual capital and the sustainable growth of
manufacturing companies in Korea. Other researchers have also conducted research on the
relationship between sustainable competitive advantage and organizational performance,
such as Patrisia et al. (2022), Khan et al. (2019), and Guimarães et al. (2017). Even so, it is
difficult to find research that examines intellectual capital as an antecedent of sustainable
competitive advantage, and that examines the impact of sustainable competitive advantage
on organizational performance in a comprehensive research model.

Therefore, this research seeks to build an empirical model of organizational perfor-
mance by considering the role of intellectual capital and sustainable competitive advantage.
This is the novelty of this research. In addition, this study focuses on the context of SMEs,
which have received less attention in the intellectual capital domain compared to larger
organizations. The research questions to be answered in this study are: (a) Does intellectual
capital (human capital, relational capital, and structural capital) relate to sustainable com-
petitive advantage? (b) Does sustainable competitive advantage relate to organizational
performance? Therefore, the purpose of this study is to investigate the relationship between
intellectual capital (human capital, relational capital, and structural capital) and sustainable
competitive advantage, and the relationship between sustainable competitive advantage
and organizational performance.

Some of the contributions of this study are as follows: firstly, this study focuses on
SMEs in developing countries, namely Indonesia, so that the findings enrich the understand-
ing of intellectual capital in the value creation process in developing countries. Secondly,
this study examines the impact of sustainable competitive advantage on organizational
performance, which can increase the understanding that sustainable competitive advantage
must be translated into organizational performance, to the extent that organizational per-
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formance is higher than competitors. Thirdly, this study also extends the previous studies
by proposing intellectual capital as an important variable underlying the sustainability
practices of companies for superior performances. Finally, the results of this study support
the RBT and the ICV.

2. Literature Review
2.1. An Overview of the Resource-Based View and ICV

Organizations ensure their sustainability by making effective use of their available
resources. The resource-based view (RBV) and ICV are frameworks that can explain
resources from the perspective of competitive advantage. In this study, both are used to
explain the achievement of organizational performance through sustainable competitive
advantage, which is obtained from intellectual capital in business operations.

Barney (1991) proposed the main concept of the RBV, which is considered to be one of
the most influential ideas in the RBV (Foss and Knudsen 2003). Barney (1991) examines the
relationship between firm resources and sustainable competitive advantage. The results
show that sustainable competitive advantage comes from exploiting internal strengths,
and by responding to environmental opportunities while neutralizing external threats and
avoiding internal weaknesses. After 20 years of development, Barney et al. (2011) stated
that the RBV was mature enough to be called a theory, and renamed the RBV as RBT, which
is widely recognized as one of the most prominent and powerful theories for describing,
explaining, and predicting organizational relationships.

The RBT broadly defines resources—including all tangible and intangible assets, orga-
nizational processes, knowledge, capabilities, and other sources of potential competitive
advantage (Lavie 2006)—that can be used to understand and implement value-creation
strategies. Barney (1991) suggested that to create a sustainable competitive advantage,
resources must be valuable, scarce, inimitable, and strategically unmatched. According to
the RBT, when integrated, organizational resources—especially intangible resources—are
highly likely to ensure that the organization achieves and maintains a superior performance
(Grant 1996). Intangible knowledge has been described as intellectual capital.

The emergence of intellectual capital encourages the emergence of the ICV proposed
by Reed et al. (2006). According to Reed et al. (2006) the ICV is a mid-range theory
because it represents one specific aspect of the more general RBV; in this case the ICV is
narrower because it only considers three resources that have been linked theoretically to
a company’s competitive advantage. The ICV only deals with knowledge created and
stored in the three capital components, i.e., in humans (human capital), social relations
(social capital), and information technology systems and processes (organizational capital)
(Edvinsson and Malone 1997; Wright et al. 2001). Furthermore, the ICV defines competitive
advantage in terms of the characteristics of the resources that enable a business organization
to outperform its competitors.

Previous researchers, such as Sveiby (1997), Bontis (1998), Jelčić (2007), and Bruggen
et al. (2009), have developed a taxonomy of intellectual capital. According to them,
intellectual capital is a form of knowledge, intelligence, and brain power activity that uses
knowledge to create value and includes human, relational, and structural capital. Human
capital reflects the knowledge, competence, and brain power of employees. Relationships
with customers, suppliers, distributors, and other groups, in the form of strength, loyalty,
and satisfaction, comprise relational capital. In contrast, structural capital refers to an
organizational system, practice, and process.

2.2. Intellectual Capital and Sustainable Competitive Advantage

A sustainable competitive advantage will be achieved by a company if it is able to
perform better than its competitors. A sustainable competitive advantage is an advantage
in which the company can achieve or improve its competitive position in the market in
the long term (Papula and Volná 2013). According to the RBT, sustainable competitive
advantage is achieved by continuing to develop existing resources and by creating new
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firm resources and capabilities in response to rapidly changing market conditions. The
main source of thriving companies in today’s economy is intangible resources, which are
referred to as intellectual capital—human capital, relational capital, and structural capital.

In the context of the RBT, human capital can be a source of sustainable competitive
advantage (Coff and Kryscynski 2011), but only when the isolation mechanism can prevent
employees from passing on their valuable knowledge and skills to competing organizations
(Barney 1991). As business organizations need human resources to facilitate the achieve-
ment of their goals (Burhan et al. 2017), their value increases when the intellect of their
employees is highly developed (Lentjushenkova et al. 2019). Hashim (2012) highlighted
that the skills, knowledge, and competence of employees are vital for SMEs not only to
acquire new technologies and knowledge, but also to survive in a globalized world. Ad-
ditionally, the knowledge, values, skills, and experience of employees have a significant
impact on the social and environmental sustainability of SMEs, and this intellectual capital
can be used to achieve competitive advantage, to promote innovation regarding social and
environmental practices, and to protect SMEs from their competitors (Loucks et al. 2010).

Sustainable competitive advantage is achieved by implementing sustainable com-
petitive advantage strategies supported by quality human capital. Human capital is an
important source of competitive advantage because of its ability to interact with other
sources and internal skills, knowledge, and experience while dealing with the diverse
nature of problems and other forms of organizational innovation (Lu et al. 2021). Chaudhry
and Chaudhry (2022) found a significant positive relationship between human capital and
corporate sustainability. Human capital is a positive predictor of agility strategy, quality
strategy, and cost strategy (Santa et al. 2022). Khan et al. (2022) found that the social sustain-
ability and economic sustainability of companies increase with the increasing managerial
ability of the CEO in the company.

Dyer and Singh (1998) indicate that relational capital is a strong predictor of com-
petitive advantage. As relational capital allows the exchange of information between
stakeholders and the organization, it provides organizations with the information to meet
stakeholder expectations and needs. Moreover, knowledge sharing between stakeholders
and organizations is necessary to support sustainable organizational practices (Matinaro
et al. 2019). Omar et al. (2017), Xu and Wang (2018), and Chaudhry and Chaudhry (2022)
report that relational capital is significantly and positively related to the sustainability of
business organizations.

Organizations with strong structural capital have a culture that motivates employees
to try to learn new information (Florin et al. 2003). However, organizations with poor
procedures and systems are less likely to reach their full potential (Widener 2006). Therefore,
policies and structures instituted by organizations play an important role in implementing
and achieving sustainability (Yusliza et al. 2020). The findings of De Pablos (2004) suggest
that structural capital is an important element in predicting the competitive advantage
of an organization. Similar findings are shown by Dimitrakaki (2022), demonstrating
that a strong level of learning and development of organizational knowledge tends to be
positively related to achieving competitive advantage.

Based on the description above, the following hypotheses are formulated:

H1. Human capital is positively related to sustainable competitive advantage.

H2. Relational capital is positively related to sustainable competitive advantage.

H3. Structural capital is positively related to sustainable competitive advantage.

2.3. Sustainable Competitive Advantage and Organizational Performance

In the context of practice, sustainable competitive advantage should translate into
higher performance in comparison to competitors (Guimarães et al. 2017), which is con-
ventionally measured by, for example, market share and profitability—the measures of
financial performance (Fahy 2000). However, there is a need to include non-financial mea-
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sures to evaluate organizational performance, as financial measures alone are not sufficient
(Chenhall and Langfield-Smith 2007).

According to the RBT, company resources, including all assets, capabilities, orga-
nizational processes, company attributes, information, and knowledge, owned and/or
managed by the organization enable it to develop and implement strategies that increase
efficiency and effectiveness, and to ensure that its performance is superior. Reports indi-
cate a significant positive relationship between sustainable competitive advantage and
organizational performance (Elijah and Millicent 2018). Guimarães et al. (2017) suggest
that the construct of sustainable competitive advantage is an important antecedent of
organizational performance, as it highlights the fundamental attributes of organizations
that are required to achieve positive economic consequences. Patrisia et al. (2022) found a
significant positive effect of competitive advantage on business performance.

Based on these description above, the following hypothesis is formulated:

H4. Sustainable competitive advantage is positively related to organizational performance.

3. Methodology

The positivism paradigm used in this research is to seek the interconnection of social
phenomena, namely the practice of intellectual capital in SMEs in developing countries,
especially Indonesia, in order to produce a general causal law so that an event can be
controlled and predicted. This study used a sample of SMEs located in Denpasar, Bali
province, Indonesia. Based on data from the Denpasar City Communication Informatics
and Statistics Office (2022), there were 1348 SMEs in Denpasar, which included South
Denpasar, East Denpasar, West Denpasar, and North Denpasar. The sample size of 308
SMEs was determined using the sample size determination formula (Yamane 1973):

n =
N

1 + N(e)2 =
1348

1 + 1348(0.05)2 ≈ 308

where n is the sample size, N is the population, and e is the tolerable error.
A simple, random sampling technique was used, with the sample selection procedure

using a lottery without returns until 308 SMEs were selected. Data were collected from
CEOs of SMEs, who represented organizations as respondents, using questionnaires that
were directly sent to the respondents.

The questionnaire was accompanied by a cover letter that explained the purpose of the
study and guaranteed data confidentiality. Two weeks after sending out the questionnaires,
responses began to be received. Of the 308 questionnaires sent, 105 were filled in and
received (response rate: 34.09%). However, only 99 were filled out completely by the
respondents and were used in this study (usable response rate: 32.14%).

Non-response bias test was conducted to determine whether the characteristics of the
respondents who returned filled-in questionnaires were different from those of respondents
who did not return them (non-response). In this study, respondents who returned answers
to the questionnaire after the specified time were considered to represent the answers of
non-response respondents. The results of the independent sample t-test (Table 1) show that
the t-value at equal variance was −0.158, with a p-value of 0.875 (>0.05). Therefore, there
is no difference in scores between the returning and non-returning questionnaire groups,
indicating that there was no non-response bias. Most of the participants in this study are
males (66.66%), had been employed for >5 years (75.75%), and have bachelor’s degrees as
their highest qualification (80.19%).
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Table 1. Non-response bias results.

Independent Samples Test

Levene’s Test
for Equality of

Variances
t-Test for Equality of Means

F Sig. t df
Sig.

(2-Tailed)
Mean

Difference
Std. Error
Difference

95% Confidence
Interval of the

Difference

Lower Upper

Total

Equal Variances
Assumed 0.579 0.449 −0.158 97 0.875 −0.864 5.460 −11.700 9.973

Equal Variances
Not Assumed −0.207 15.518 0.839 −0.864 4.178 −9.742 8.015

Measurements of intellectual capital, including human, relational, and structural
capital, and organizational performance are adapted from Wang et al. (2014). Human
and relational capital are measured by five items, whereas structural capital is measured
by seven items, and organizational performance is measured by 11 items. Sustainable
competitive advantage is measured using a tool adopted from Guimarães et al. (2017)
consisting of six items. All measurements are based on a five-point Likert scale, ranging
from 1 (strongly disagree) to 5 (strongly agree).

Table 2 summarizes the descriptive statistics of the research variables, which include
the minimum and maximum values (theoretical and actual), mean, and standard deviation.
The mean value indicates that the responses of the participants to the research variables
were similar. Respondents answer that they agree to the variable items of human capital
(HC), relational capital (RC), sustainable competitive advantage (SCA), and organizational
performance (OP), which are indicated by the mean values of 4.15, 4.18, 4.28, and 4.38,
respectively. Similarly, the mean value of the structural capital (SC) variable is 3.69, which
is close to 4.00, indicating that the respondents agree with these variable items.

Table 2. Descriptive statistics of variable studied.

Variable
Theoretical Score Actual Score

Mean SD
Min Max Min Max

HC 1.00 5.00 2.20 5.00 4.15 0.65
RC 1.00 5.00 2.20 5.00 4.18 0.63
SC 1.00 5.00 2.13 4.38 3.69 0.57

SCA 1.00 5.00 2.00 5.00 4.28 0.59
OP 1.00 5.00 2.55 5.00 4.38 0.53

Note: HC: Human Capital, RC: Relational Capital, SC: Structural Capital, SCA: Sustainable Competitive Advan-
tage, OP: Organizational Performance.

The research hypothesis is tested using variance-based structural equation modeling
(SEM-PLS), which is able to test several dependent and independent variables simultane-
ously and works efficiently with small sample sizes and complex models. This study uses
WarpPLS software (ver. 8.0).

4. Results
4.1. Measurement Model Analysis

The reliability is measured based on composite reliability and Cronbach’s alpha.
Fornell and Larcker (1981) and Nunnally (1978) suggested reliability requirements in the
form of composite reliability and Cronbach’s alpha values >0.70. Table 3 illustrates that
the reliability of the research instruments for all constructs is fulfilled because it attains the
minimum reliability requirements.
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Table 3. Reliability and convergent validity.

HC RC SC SCA OP

Composite Reliability 0.895 0.885 0.916 0.909 0.933
Cronbach’s Alpha 0.853 0.838 0.893 0.880 0.921

Average Variance Extracted 0.631 0.606 0.611 0.625 0.560
Note: HC: Human Capital, RC: Relational Capital, SC: Structural Capital, SCA: Sustainable Competitive Advan-
tage, OP: Organizational Performance.

Construct validity is determined using convergent and discriminant validities. Con-
vergent validity is based on the loading value of each indicator and the average variance
extracted (AVE). Table 4 indicates that all indicators are significant and exhibit a load-
ing value >0.60. The minimum loading value of 0.60 is important because it shows that
this measure contributes to at least 60% of the variance of the underlying latent variable
(Chin 1998). According to Fornell and Larcker (1981), the eligible AVE criterion is valued at
>0.50. The AVE value for all research constructs suggests that these criteria are met (Table 3).
Therefore, the convergent validity for the reflective construct of this research is fulfilled.

Table 4. Combined loading and cross-loading results.

HC RC SC SCA OP p Value

HC1 (0.795) 0.294 −0.035 0.157 0.026 <0.001
HC2 (0.793) 0.013 0.044 0.088 −0.017 <0.001
HC3 (0.773) 0.011 −0.040 −0.119 −0.068 <0.001
HC4 (0.850) −0.149 −0.056 −0.089 0.101 <0.001
HC5 (0.759) −0.166 0.094 −0.036 −0.053 <0.001
RC1 0.362 (0.771) 0.019 −0.039 −0.058 <0.001
RC2 0.022 (0.791) 0.088 −0.164 −0.152 <0.001
RC3 −0.374 (0.802) −0.051 0.049 0.067 <0.001
RC4 −0.200 (0.767) 0.107 0.282 −0.089 <0.001
RC5 0.205 (0.761) −0.166 −0.126 0.236 <0.001
SC1 0.251 −0.113 (0.786) −0.182 0.063 <0.001
SC2 0.409 −0.095 (0.765) −0.151 −0.146 <0.001
SC3 0.291 −0.296 (0.823) 0.025 0.040 <0.001
SC4 −0.343 0.056 (0.707) 0.134 −0.010 <0.001
SC5 −0.319 0.146 (0.806) −0.010 0.003 <0.001
SC6 −0.244 0.086 (0.837) 0.112 0.072 <0.001
SC7 −0.061 0.236 (0.741) 0.078 −0.037 <0.001

SCA1 0.185 0.182 0.062 (0.813) −0.217 <0.001
SCA2 −0.009 −0.096 −0.140 (0.774) 0.076 <0.001
SCA3 −0.043 −0.041 −0.025 (0.801) −0.035 <0.001
SCA4 −0.132 0.130 −0.061 (0.783) −0.071 <0.001
SCA5 −0.129 0.080 0.054 (0.768) 0.060 <0.001
SCA6 0.115 −0.254 0.105 (0.803) 0.193 <0.001
OP1 0.057 −0.062 0.138 −0.045 (0.715) <0.001
OP2 0.009 0.054 0.170 −0.117 (0.726) <0.001
OP3 0.198 0.006 0.148 −0.118 (0.759) <0.001
OP4 0.158 0.198 −0.075 0.087 (0.709) <0.001
OP5 0.130 0.095 0.103 −0.062 (0.742) <0.001
OP6 −0.223 0.025 −0.016 0.097 (0.754) <0.001
OP7 −0.045 −0.250 0.142 0.165 (0.750) <0.001
OP8 0.023 −0.053 −0.177 0.035 (0.788) <0.001
OP9 −0.004 0.064 −0.232 −0.014 (0.753) <0.001

OP10 −0.133 −0.022 −0.067 −0.053 (0.765) <0.001
OP11 −0.154 −0.040 −0.112 0.024 (0.768) <0.001

Note: HC: Human Capital, RC: Relational Capital, SC: Structural Capital, SCA: Sustainable Competitive Advan-
tage, OP: Organizational Performance. Numbers in bold and brackets are the loading values of indicators of a
construct.
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Discriminant validity in this study is tested by cross-loading. The value of loading
to another construct (cross-loading) is expected to be lower than that of the construct.
The cross-loading results in Table 4 reveal that the discriminant validity criteria are met.
For example, the HC1 indicator exhibits a greater loading to the HC construct of 0.795
compared to cross-loading to other constructs (RC, SC, SCA, OP), which shows lower
values compared to the HC construct. The same applies to the loading value of other
indicators (bold and brackets) to other constructs.

4.2. Structural Model Analysis

The full-model test shows a significant positive relationship (β = 0.317; p < 0.001)
between human capital and sustainable competitive advantage. There is a significant
positive relationship between relational capital and sustainable competitive advantage
(β = 0.215; p = 0.013), as well as structural capital and sustainable competitive advantage
(β = 0.311; p < 0.001). Therefore, H1, H2, and H3 are confirmed.

Table 5 suggests a significant positive relationship between sustainable competitive
advantage and organizational performance (β = 0.683; p < 0.001). Thus, the results of the
full-model test support H4.

Table 5. PLS results for full model.

Variable Path to

SCA OP

HC 0.317 (p < 0.001)
RC 0.215 (p = 0.013)
SC 0.311 (p < 0.001)

SCA 0.683 (<0.001)
OP

R-squared 0.515 0.466
Note: HC: Human Capital, RC: Relational Capital, SC: Structural Capital, SCA: Sustainable Competitive Advan-
tage, OP: Organizational Performance.

The coefficient of determination in this study uses the R2 value. The R2 value of the
sustainable competitive advantage construct is 0.515 (Table 5, Figure 1), indicating that
the variance of sustainable competitive advantage could be explained, by 51.5%, by the
variance of intellectual capital—human capital, relational capital, and structural capital. The
R2 value of the organizational performance construct is 0.466, suggesting that the variance
of organizational performance could be explained by the variance of intellectual capital—
human capital, relational capital, and structural capital—and sustainable competitive
advantage of 46.6% (Table 1, Figure 1).
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An effect size test is conducted to determine the practical significance and estimate
the extent to which the statistical findings of this study corroborate with the population.

According to Kock (2014), there are three categories of effect size: weak (0.02), medium
(0.15), and large (0.35). Table 6 summarizes the largest effect size test value, which exhibits
a sustainable competitive advantage on organizational performance (0.466). This value
is included in the large effect size category, which means that from a practical perspec-
tive, sustainable competitive advantage has an important role in driving organizational
performance.

Table 6. Effect size test results.

HC RC SC SCA

SCA 0.203 0.125 0.188
OP 0.466

Note: HC: Human Capital, RC: Relational Capital, SC: Structural Capital, SCA: Sustainable Competitive Advan-
tage, OP: Organizational Performance.

5. Discussion

The findings of this study indicate that intangible resources—in this case, intellec-
tual capital—benefit sustainable competitive advantage and organizational performance.
Intellectual capital is an intangible resource that works towards achieving sustainable
competitive advantage and higher organizational performance (Kianto et al. 2014). This
study succeeded in confirming H1, H2, and H3, by proving that the three dimensions
of intellectual capital are significantly and positively related to sustainable competitive
advantage. The better the quality of intellectual capital owned, the more sustainable com-
petitive advantages can be achieved by SMEs. Employees of SMEs in Denpasar are creative,
experienced, and often develop new ideas and knowledge, all of which help companies
to explore market opportunities and defend against environmental threats by increasing
revenues and/or reducing expenses. Furthermore, the training provided by the company
strengthens the professional skills of the employees. These main resources for the company
are difficult to obtain or imitate by competitors and cannot be easily substituted. This
finding is consistent with that of Mukherjee and Sen (2019), who claim that intellectual
capital is a significant driver of sustainable growth in developing companies. In addition,
the results of this study are also in line with the findings of Lu et al. (2021), who show
that in Pakistan and China, human capital exhibited a positive and significant effect on
sustainable competitive advantage. The findings of this study also support Chaudhry
and Chaudhry (2022), who found that human capital has a significant positive effect on
sustainable competitive advantage in manufacturing companies certified to ISO 14001
in Pakistan.

The significantly positive relationship between relational capital and sustainable com-
petitive advantage reveals that the exploration of market opportunities or the company’s
efforts to defend itself from environmental threats resulted from intense communication
and effective collaboration to identify and solve problems. The achievement of sustain-
able competitive advantage is also supported by interactions with stakeholders, includ-
ing customers and strategic partners, which are always well maintained by the company.
De Castro et al. (2004) insist that relational capital contributes to creating reputational value
for the company and is considered an open system that is in dialogue with the external
environment and interested parties. This finding is also supported by that of Xu and
Wang (2018), who conclude that relational capital significantly contributes to the growth of
corporate sustainability in Korea. The findings of this study suggest that intellectual capital
plays an important role for companies, and helps them to survive in the long term in a dy-
namic market (Bontis et al. 2018) by using a strategy that is different from their competitors
(Lu et al. 2021). The findings of this study also support Chaudhry and Chaudhry (2022),
who found relational capital to have a significant positive effect on sustainable competitive
advantage.
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This study confirms that SMEs with efficient operating procedures have a flexible
and comfortable culture and atmosphere, and can rapidly respond to changes, making it
difficult for competitors to imitate their products and services. The systems and procedures
of the companies that support innovation encourage companies to adhere to environmental
sustainability by using key resources in the production process and product development.
Emphasis on investment in the development of new markets has also encouraged com-
panies to be responsible while using their main resources, particularly economically, to
provide goods and services to the community. The findings of this study support the
claim (Chen 2008) that structural capital provides a competitive advantage to firms in
China. In addition to China, the role of structural capital in sustainable competitive advan-
tage, other strategic advantages, and cost leadership strategies has also been reported for
companies in Pakistan (Lu et al. 2021). The findings of this study imply that companies
investing in intangible resources (Khan et al. 2019) and their organizational culture (Jardon
and Martínez-Cobas 2019) can gain sustainable competitive advantage. Indeed, adequate
investment in the dimensions of intellectual capital is an important factor for the strategic
position of a business (Kong and Ramia 2010).

Confirmation of H1, H2, and H3 of this research, as described above, shows the
importance of intellectual capital as a creator of productivity, competitiveness, and the
long-term sustainability of an organization (Singh et al. 2019). These findings support the
ICV, which identifies that intellectual capital is a key production factor that can ensure a
sustainable competitive advantage for companies. Intellectual capital has an inevitable role
to play in the value creation process and is a significant determinant of a company’s market
success (Radjenović and Krstić 2017). In a rapidly changing environment, companies
achieve and maintain their competitive advantage by mobilizing and profitably exploiting
intellectual resources.

This study has also proven that sustainable competitive advantage has a significant
positive relationship with organizational performance, so that H3 is accepted. These
findings support the RBV, which illustrates that a company’s superior performance is
contributed to by a combination and integration of resources. Increasing the value of
the company increases its competitive advantage, which leads to an increase in company
performance. The company’s ability to face sustainability challenges determined its profits
and market viability (de Villiers and Sharma 2020). Therefore, the construct of sustainable
competitive advantage is an important antecedent of organizational performance because
sustainable competitive advantage is a basic attribute needed by organizations to achieve
positive economic consequences (Guimarães et al. 2017). Moreover, the company’s ability to
explore market opportunities and its main resources, which are difficult to obtain, replace,
or imitate by competitors, make the rate of return on investment and assets, as well as the
rate of return on sales, of the company better than those of its main competitors. This also
has an impact on obtaining higher profits and sales growth, compared to its competitors.
The company’s commitment to the welfare of employees, society, and the environment, as
well as responsibly using key resources in economic, ethical, and philanthropic aspects,
shows that the company is responsive and exhibits good quality development. This finding
emphasizes that intellectual capital can play a strategic role in social relationships to achieve
the set mission or raison d’être and fulfill the interest of local communities, people, or social
groups by performing commercial activities (Bontis et al. 2018). The results of this study
are similar to those of Saeidi et al. (2015), Walsh and Dodds (2017), Khan et al. (2019),
and Dimitrakaki (2022) who find a significant positive relationship between sustainable
competitive advantage and organizational performance.

6. Conclusions

This study investigates the relationship between each dimension of intellectual capital
and sustainable competitive advantage and highlights the importance of the relationship
between sustainable competitive advantage and organizational performance, all of which
are found to be significantly and positively related. These findings indicate that human
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capital plays a significant role as an important intangible resource in building a sustainable
competitive advantage. The findings of this study also show empirical evidence that
relational capital is a determinant in creating a sustainable competitive advantage. These
findings indicate that the influence of relational capital cannot be underestimated in creating
a sustainable competitive advantage. The results of this study also provide empirical
evidence that structural capital is a significant predictor in supporting the construction of a
sustainable competitive advantage.

These results contribute to the fact that the significant role of structural capital cannot
be ignored in influencing sustainable competitive advantage. Furthermore, the empirical
evidence of this research is demonstrated by the significant effect of sustainable com-
petitive advantage on increasing organizational performance. Likewise, if sustainable
competitive advantage increases, then organizational performance will also increase. There-
fore, human capital, relational capital, and structural capital play an important role in
achieving sustainable competitive advantage, which ultimately results in increased orga-
nizational performance. This finding enriches the understanding of intellectual capital in
the value creation process of SMEs in developing countries. In addition, it also enhances
the understanding of sustainable competitive advantage’s translation into organizational
performance.

The findings of this study provide theoretical implications supporting the RBT and
ICV by asserting that intangible resources—in this case, intellectual capital—benefit sus-
tainable competitive advantage and organizational performance. This has implications for
academics and researchers who must explore the role of intellectual capital more deeply
so that the theory of intellectual capital can be further developed. The methodological
implication of this research is that it can provide information, description, and comparison
for further studies that wish to discuss similar topics, but with different conditions of
research subjects, research variables, and research periods.

The practical implication of this research is that it is recommended that SME owners
continue to develop and maintain their intellectual capital through investment in work-
force recruitment and selection, workforce training and development, collaboration with
stakeholders, organizational learning, and others. SMEs must allocate more investment
to intangible resources, especially intellectual capital, in order to have strategic resources
that are valuable, scarce, inimitable, and strategically unmatched, so as to be able to cre-
ate competitive advantage and produce organizational performance that exceeds their
competitors.

To be able to generalize the results of this study, further studies must include a large
sample size. Subsequent research can also examine the direct relationship of intellectual
capital with organizational performance, as well as the role of sustainable competitive
advantage as a mediator. Further investigation is also required to analyze organizational
performance using its components—operational and financial performance.
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