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Abstract

This study aims to arrange a development model of SMEs through the model of human capital and knowledge sharing
towards sustainable competitive advantage. The number of respondents is 150 people that are the SMEs leaders. For
the technique of data analysis, this research uses The Structural Equation Modeling (SEM) from the packet of AMOS
software 5.0. The findings of this research play roles as an effort of development in the model of human capital and
knowledge sharing, so it can realize the sustainable competitive advantages. It is done by developing the human capital
which is built by improving knowledge sharing and organizational learning.
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Background

The basic problems occurring in strategic
management are how an organization can achieve
superior performance and maintain competitive
advantages (Teece, D.J., Pisano, G. & Shuen, A.,
1997). However, those organizations resources are
too easy to be generated by competitors and they
have more effective substitution resource, which is
not a basis in achieving competitive advantages.

Hsu (2007) states that the easier technology to be
imitated as well as the rapid change of competitors,
regulations and society, make organizational
knowledge appear as a main source of competitive
advantages, through knowledge sharing such as
interaction, interpersonal communication and
business units. The result of a research conducted by
Galunic & Rodan (2008) deals with resource-based
view emphasis on knowledge-based resource, as
knowledge becomes an important component in the
new era of economy.

Human capital is a characteristic of human resource
determined by knowledge that is owned and used to
create a value for the organization (Collin and Clark,
2003). Chiquan, G. (2007) explains that the capacity of
human resource of a company limits the opportunities
of an organization. A group of people who have high
motivation and skills is competitive advantage as it
represents specific resource of a company which is
important, scarce, and difficult to be imitated. A
company with skillful and knowledgeable human
resources has higher human capital and is more likely
to create knowledge, make appropriate decisions, and
more innovative (Hitt et al., 20006).

The ability to exploit external knowledge is an
important component for innovation aptitude. Thus,
the knowledge which is related before, gives an
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ability to recognize the value of new information,
absorb and apply knowledge sharing about the
customer needs, market alteration, competitors’
reactions, and evaluation about technology can
make the company superior among other
competitors (Liao, 2009). Knowledge sharing is a
behavior to spread the knowledge among members
within an organization. The main focus of an
organization is how knowledge sharing can create a
value added (Liebowitz & Megbulobe, 2005).

Therefore, organizational learning is not only about
the total amount of knowledge owned but also
emphasized on interaction pattern among human
resources to achieve the goals. The perception of
knowledge-based organization is started by
individuals while the company becomes superior for
their ability to integrate knowledge among
individuals (Kogut & Zander, 1996). The researchers
explain that a systematic effort to develop a valid
measurement to construct organizational learning has
not been found (Hsu, 2007).

The result of study conducted by Widodo (2013)
shows that the problems of SMEs are the lack of
innovation and adoption of new technologies, and the
products that are relatively saturated which cause the
lack of marketing access to potential markets. This is
the impact of human capital and knowledge sharing of
the entrepreneurs that are not optimal. Based on the
above background, the problem formulation of this
research is “how to develop human capital and
knowledge sharing in order to realize sustainable
competitive advantage among SMEs” .

1. Literature review

1.1. Organizational learning. Kang, Y.J., Kim, S.E.,
and Chang, G.W. (2009) explain learning process as
an effect of adaptation process which influences on the
relation between a system and its external
environment. Learning process makes people are able
to act in various ways due to the environment. On the
other hand, their own actions enable them to learn.



Song, J.H. (2008) concludes that learning process of
an organization is particularly oriented on the
cognitive and behavioral dimensions which exist in
the context of: (1) culture, (2) strategy, (3) structure,
(4) environment. Culture is defined as beliefs,
norms, and ideologies that affect the actions of
organization. Strategy is explained as attitude of
organization in facing the market as well as a target
and goal which give a momentum and direction for
the actions of organization. Structure refers to an
arrangement of organization, some elements of it are
important for determining the structure examination

such as in decision making,
centralization/decentralization,  simple/compound
characteristics, formal/non-formal, etc. Then,

environment is defined as having internal and
external characteristics. Besides, it devotes the
intention on the tension between constancy
(constant or remain unchanged) and the change as
well as various stress intensity.

Hence, learning process strategically focuses on
insight (an attempt to discover new things) and
foresight. Nonaka & Takeuchi (1995) relate
knowledge invention with continual innovation and
continual innovation with profitable competitive
side. These researchers explain knowledge invention
as a dynamic interactive process which time by time
will produce 2 knowledge spirals. The first spiral
includes socialization, externalization, combination,
and internalization. On the other hand, the second
spiral encompasses stages of individual, group, and
organization. The first spiral is epistemological and
the second spiral is ontological.

Entrepreneurial learning (EL) has existed as an
interesting research area. The research focuses of
EL are the issues of businessmen, not only about
what to do or conducting learning activities during
the exploration and exploitation processes of
entrepreneurship opportunities in creating new
business or existing company management, but also,
more important, about the specific process of
learning. In brief, it is about how learning is
possibly happen and how understanding about
entrepreneurship may fundamentally occur in
learning process (Catherine L. Wang and Harveen
Chugh, 2014). EL happens through various
challenging conditions, such as about opportunity,
problem solving, and doing different roles of
entrepreneur. Broadly, it is understood as how
individual acquires knowledge and implies new
behavior in the process of recognizing and acting
based on chance and organization as well as
business management. According to Cope (2005),
EL  approach is  through readiness of
entrepreneurship which relates to ideas and
historical learning and by preparing entrepreneur
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which has personal dimension and is interactive.
The EL domain occurs in entrepreneurship field is that
the individuals adopt somewhat static perspective in
the EL process, where the process only refers to logic
that gives a causal relation explanation between the
previous businessman’s experience and the next
business performance (Mine Karatas O’'zkan, 2011).
The basic quality of learning involves action and
practice orientation, experience and interactivity,
development and transformation among various modal
forms, and finally significance with enhancement
process of proactive responds to chances and
unstoppable struggle against hardship perceived as part
of entrepreneurship transformation. Transformations
on business ideas for appropriate  business
opportunities to utilize resource, do self-management,
manage different functions from the business, and to
learn from failure and success, besides of learning to
legitimate business and forming strategic alliances.
Hence, EL development is directed to actualization
process of innovative intention of individual or group,
either within new or existing companies through
networking in order to acquire needed knowledge
which then will further improve the success of
business in facing uncertain environment.

The study conducted by Pitt & Kannemeyer (2000)
shows that there are 6 substantial dimensions, such as
organizational structure, decision making process,
cross-functional teams, rewarding system,
management development, and corporation culture.
Besides, Hsu (2007) explains that the substantial
dimensions are information and technology
communication, culture support, measurement system,
resource support, structure design, and leadership
support. Liao (2009) then states that it includes
commitment, shared vision, and communication.

1.2. Knowledge sharing. Knowledge sharing is an
interaction between individuals and business units
(Reed, Srinivasan & Doty, 2009). Knowledge
sharing is part of knowledge management, which
scope is group, not individual. It at least acquires
sharer and receiver (Cameron Cockrell and Dan N.
Stone, 2011). Knowledge sharing refers to providing
information about duty and knowledge to help and
to collaborate with others to solve problems,
develop new ideas, or implement regulation or
procedure. Knowledge sharing possibly happens
through written correspondence, or face-to-face
communication through networking with some
experts, or document, manage and capture
knowledge for others (Peyman Akhavan and
S. Mahdi Hossein, 2015).

Smalla & Sageb (2006) explain that the success of
knowledge sharing depends on the quantity and the
quality of interaction happen among employees as
well as volition and ability that they have to use the
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knowledge. Organization should support the goal of
employees and organization, then interpret the goal
technically and promote the employees. Knowledge
owned by the employees is difficult to verbalize,
hence it needs to be articulated and stated into
knowledge frame implicitly.

Based on the above explanation, it can be concluded
that knowledge sharing is a conduct to spread
knowledge to other members in an organization in
order to create value added for the company.
Although knowledge sharing is very important for a
company, one of significant problems occurs is that
it cannot automatically happen. Knowledge sharing
is a complicated process. It is complicated because
it comes from different perceptions of knowledge
sharers and receivers.

The result of Hsui (2007) study shows that 80% of
knowledgeable respondents become strategic asset.
78% of business opportunity fails because of the
disability to exploit the knowledge in the
organization. Therefore, knowledge sharing is a key
for the success of individual learning towards
organizational capability (Ficke H. Rawung, 2015).
The success of a small industry is determined not
only from what the employees know, but also from
how fast they can learn and share their knowledge.

A group of people, who has high motivation and is
knowledgeable, is competitive advantage for a
company since it represents the specific resource in
a company which is important, scarce, and
inimitable. A company with skillful human resource
and knowledgeable has higher human capital and is
more possible to construct knowledge, make right
decisions, and have higher innovation in technology
(Hitt et al., 2001). Knowledge sharing helps to
retain  knowledge of employees within an
organization, such as in innovation process and
decreasing product costs, increasing productivity of
workers and improving the employees’ satisfaction.
However, knowledge sharing acquires a strong
relationship among workers. The more they are
related, the more informal they will be. Informality
in relation creates trusting environment and
willingness to do knowledge sharing. The workers’
willingness is highly important as knowledge
sharing is a process that cannot be forced and
mandated (Muhammad Mursaleen et al., 2015).

The result of study conducted by Hsui (2007) shows
that organizational learning has relation with the
development of new knowledge. It is very important
for the innovation ability and organizational
performance. Edvinsson (1996) states that without
support from the company resource, human resource
will not be able to realize their ideas. Nonaka &
Takeuchi (1995) explain that human capital is not
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enough to benefit the company. It needs mechanism
for the human resources to share the knowledge of one
another. Therefore, organizational learning is not only
about the total amount of knowledge owned by the
individual (Brown & Duguid, 1991). Organizational
learning emphasizes on the interaction pattern among
individuals to achieve the meaningful goals. The
perception of knowledge-based organization is started
by individual. Then, the company becomes superior
for their ability to integrate knowledge cross-individual
(Kogut & Zander, 1996). Then, the hypotheses
proposed in this research are:

Hla: The higher dimension of organizational
learning (i.e. commitment), the higher intensity of
knowledge sharing will be.

HIb: The higher dimension of organizational
learning (i.e. shared vision), the higher intensity of
knowledge sharing will be.

Hlic: The higher dimension of organizational
learning (i.e. communication), the higher intensity
of knowledge sharing will be.

1.3. Human capital. Human as business actor has
productive work ethics, skills, creativity, discipline,
professionalism, and has ability to use, improve, and
master the science and technology as well as
management skill. Human quality as human
resource in various life fields of big countries equals
with other developed countries. In the real life,
human takes major role in increasing productivity
and sophisticated production tools. Thus, it needs
skillful human resource with a performance
expectation that can increase the life quality, for
both human and life quality. The success of an
organization is affected by the performance of the
employees. Every organization or company always
trys to develop human capital.

Human capital is a characteristic of human resource
determined by the knowledge which is used to
create value for the organization (Collin & Clark,
2003). The result of a study conducted by Penning
et al. (1998) explains that human capital
management should pay attention on knowledge
resources and knowledge flow. The knowledge flow
is meant as a process of skill development and
knowledge institutionalism, especially those who
have relation with the market.

Human capital constantly changes (dynamic) because
of external and internal factor. The external factors
deal with the necessity of recruitment for new human
resources to replace some human resources who resign
from the organization. It also has relation with
mutation. On the other hand, the internal factors are
about the quality of human capital itself (Subramaniam
& Youndt, 2005). The skill of human resources can be
less dynamic, so the organization has to improve it



through certain training programs. The result of a
study conducted by Hsui (2007) and Song (2008)
shows that the commitment improvement to the
consensus is able to develop the human capital.

Organizational learning is used as strategy of self
controlling which is able to increase skills and human
resources abilities as well as knowledge that can
improve working performance (Cuminngs, 2006). The
result of the study shows that learning orientation is
able to support human sources to work harder, so they
can enjoy their works and then their performance will
increase (Sujan, Weitz & Kumar, 1994). The study
conducted by Hsui (2007) shows that organizational
learning is able to develop human capital. Therefore,
the hypotheses proposed in this research are:

H2a: The higher dimension of organizational
learning (i.e. Commitment), the higher quality of
human capital will be.

H2b: The higher dimension of organizational
learning (i.e. Shared vision), the higher quality of
human capital will be.

H2c: The higher dimension of organizational
learning (i.e. Communication), the higher quality of
human capital will be.

Organizational learning requires the human resources
to use the time given by the organization to seek for
knowledge outside their working scope. If the
organization does not support the knowledge
development, the human resources will not be
motivated to do learning activities (Calcantone,
Cavusgil & Zhao, 2002). With effort and experience,
an organization can build the interaction continuity to
recognize the potential opportunity and choose on
what element that is going to collaborate, and then
facilitate the knowledge sharing. Thus, the human
capital can develop (Lane & Lubatkin, 1998).
Therefore, the hypothesis proposed in this research is:

H3: The higher intensity of knowledge sharing, the
higher quality of human capital will be.

1.4. Sustainable competitive advantages. Having a
framework of perspective working which is a
resource-based, an organization is considered as the
relationship between resources and capability that
cannot be traded freely (Norus, J., 2006). If the
resources and specific competitive owned by a
company generate economic excellence which is
inimitable, the competitive then will be a potential
source to achieve sustainable competitive advantages
(Barney, 1991). The company resources mean all
supported factors either tangible or non-tangible
which are owned, controlled by organization of the
company and are used for production process to
produce goods and services in order to fulfill the
peoples needs (Amit & Schomaker, 1993).
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However, human resource of the company is not a
basis to achieve the sustainable competitive
advantages. This is due to the convenience of other
competitors to repair besides that the substitution
resources that they have are more effective. Hence,
new paradigm occurs in achieving competitive
advantages that is from a perspective from
advantage resources-based to competence-based.

In the competence-based perspective, organization
competences are resources and specific capability of
the organization which enable it to develop, choose,
and implement the values improvement strategies and
organization performance. The capability of
organization of a company is all dynamic mechanism
and unlimited which becomes potential source for a
company to acquire, develop, and spread the
resources in order to achieve better performance than
other competitors. The capabilities of organization of
a company which are approved as the source of
competitive advantage are culture, routine, and
entrepreneurship. The competence encompasses
assets, knowledge, skills, and specific capabilities of
a company, which are embedded in the structure of
technology, processes, interpersonal relationship, and
intergroup relationship within an organization. The
competence of organization of a company is
heterogeneous, distributed, and spread in the
competitive environment.

The heterogenic competence can reduce competitive
advantages in the following conditions (Barney,
1991, p. 1). Competence of a company enables it to
use the opportunities and/or neutralize the threads of
competition in the business environment. 2) There
are only few companies in the competitive
environment that own and authorize the
competences. 3) The organizational competences
are relatively immobile in giving economic
advantages for the company. The competences can
be said as immobile if it is inimitable and cannot be
transferred from one to other sustainable company.

Furthermore, Red & De Fellipi (1990) state some
aspects that are included in the organizational
competences of a company such as: 1) unique
historical conditions; 2) complex social interactions;
3) specific company aspects; 4) upgraded skills and
knowledge. The study conducted by Chiquan, G.
(2007) shows that sustainable competitive
advantage has dimensions of durability, imitability,
and grade of easiness to be equal with the strategic
assets of a company. Ferdinand (1999) explains that
a company is considered as having competitive
advantage if it has some characteristics as follows.
First, it has special competence such as having
products with better quality, having more smooth
distribution channels, and having more famous
brand. Second, it has creating imperfect
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competitions. In a perfect competition, every
company can go in and out of the market easily, so
the company which desired to find competitive
advantage has to get out of the perfect competitive
market. Third, it has continuity which means that
competitive advantage has to run continually
without broken off. Fourth, it has to be compatible
with the external environment. The external
environment gives opportunity and threads to the
competitors. Thus, a competitive advantage does not
only look at the other competitors but also the
market condition. Fifth, the profit that a company
earns is higher than the mean that the other
competitors earn.

A group of people who are highly are highly
motivated and skilled is considered as competitive
advantage as it represents the specific resource of a
company which is important, scarce, and inimitable.
A company with skilled and knowledgeable human
resources has higher human capital and has a better
opportunity to create knowledge, make better
decisions, and has higher innovation rate of
technology (Hitt, 2006). Therefore, the hypothesis
proposed in this research is:

H4: the higher human capital, the
sustainable competitive advantage will be.

The result of a study conducted by Hsui (2007)
shows that the main dilemma faced by a company is
how it can support human resources in contributing
their knowledge for the benefit of the organization.

higher

LEARNING
ORGANIZATION

« Shared Vision
* Communicat'on
= Commitment

Hiaobc KNOWLEDGE H5
SHARING

People can be unwilling to share their knowledge
because they are afraid of losing their ownership,
positions, and superiority. Then, for the
organization’s interest, the manager has to
emphasize on the capability and commitment
development (willingness and desire to contribute)
for the success of the company. Therefore, the
human capital has to involve theirs competences of
human resources (i.e. skills, knowledge, and
capability) and commitment (i.e. the willingness to
dedicate their life and work for the company). It is
hypnotized that a group of people who have high
commitment and skills will be able to develop and
use the company resources by creating innovative
products for the company. Some experts in social
organizations state that a company can be explained
as a social community which specializes itself on
the speed and efficiency in creating and transferring
knowledge (Kogut & Zander, 1996). Therefore, the
hypothesis proposed in this research is:

H5: the higher intensity of knowledge sharing, the
higher sustainable competitive advantage will be.

2. Empiric model

The study identifies and analyzes the relationship of
the dimension of organizational learning, knowledge
sharing and human capital, as well as their impacts on
the sustainable competitive advantage. It is expected
that by developing the model of knowledge sharing
and human capital a company can compete in the
market. The model is described in Figure 1.

USTAINABLE
COMPETITIVE
ADVANTAGE

HUMAN CAPITAL
H2abc Ha

Fig. 1. Empiric model

2. Research methodology

Respondents

The respondents in this study are the head of small
Batik industries which total is 150. The total of

population is 851 which are distributed in West Java,
East Java, North Java, South Java, and Central Java.

Measure

Organizational learning. The variable of this
research includes the organizational learning
consisting of: 1) Commitment, which is the

128

willingness and desire to contribute for company
success, with the indicator of having desire,
willingness, and emotional bond (Menon, 1999;
Floyd, 1989). The result of Construct Reliability
Test (Hair et al., 1995) shows value 0.82 above 0.7.
2) Communication quality, which means the degree
of contents that are communicated, acquired, and
understood by other parties of a relationship by the
interaction indicators: continuous, transparent,
feedback, and formal communication (Menon,
1999). The result of Construct Reliability Test (Hair
etal., 1995) shows value 0.82 above 0.7.



3) Shared vision means the knowledge,
understanding, use, and evaluation (Liao, 2008;
Kang, 2009). The result of Construct Reliability
Test (Hair et al., 1995) shows value 0.79 above 0.7.

Knowledge sharing. Knowledge sharing is a
behavior to spread knowledge to other members, by
the indicator of interaction, willingness, ability, and
knowledge quality (Liao, 2008; Kang, 2009). The
result of Construct Reliability Test (Hair et al.,
1995) shows value 0.80 above 0.82.

Human capital. Human capital is the characteristic
of human resource which is determined by the
knowledge wused for creating value for the
organization, by the indicators of skills change,
creativity, new idea and knowledge development,
and becoming the best (Youndt et al., 2004). The
result of Construct Reliability Test (Hair et al.,
1995) shows value 0.85 above 0.7.

Sustainable competitive advantage. Sustainable
competitive advantage is a unique position that is
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not owned by other organizations, by the indicators
of durability, imitability, networking, and strategic
assets (Ferdinand, 1999). The result of Construct
Reliability Test (Hair et al., 1995) shows value 0.88
above 0.7.

To analyze the data, the researcher uses The
Structural Equation Modeling (SEM) from software
package AMOS 5.0. This model is a group of
statistical techniques which enable the examination
of a set of relationship that is relatively complicated.
The prominence of SEM in the researches of
management field is its potential to confirm the
dimensions of a concept or factor and measure
relationships that theoretically exist.

3. Result and discussion

Based on the calculation through confirmatory factor,
each indicator in the fit model can be used to define
latent construction, so the full model of Structural
Equation Modeling (SEM) can be analyzed. The result
of data analysis can be seen in Figure 2:

a1 @ 66
Ce1D) SHARVIST HUMCAT1 Te12>
78
S snARvISZ 22 25 i -
: SHARING - HUMCAPZ Cel3
a VISION HUMAN 74
wsnarviss 4 s0 % Saiee &
SHARVISS B o HUMCAP2 Cela
63 7o 62
(42 SHAVIS4 79 HUMCAP4 els >
27 20
69
COMMU1 a3 5
¢ SCA1 {e1g)
57 g 85
o enz s
SCA3Z
o1 ‘ OMMUNI CATION SUSTAINABLED 25
(e7) COoMMUZ & QUALITY COMPETITIVE 0
o . i ADVANTAGE SCAn T
Ty commua I s o
' SCA4 (e2d)
.19 27
.79 @ 67
COMIT1 e 7 8 SARKNOW1

96 @

.7

COMIT3 .85

COMIT2 76 25 ~KNOWLEDGE SHARKNOWZ
83

oG

.69

Goodness-of-fit-Indices
Chi-Square =202.581

Probability =.397
CMIN/DF =1.023

GFl =.874
AGFI =.839
TLI =.997
CFl =.997

RMSEA =.014

Fig. 2. Full model of human capital and knowledge sharing based on the organizational knowledge towards the sustainable
competitive advantages

Figure 2 shows that this model is compatible with
the data used in this research. It is showed by the
Chi-Square, Probability, CMIN/DF, and TLI which
exist in the expected range of values even though

GFI and AGFI are marginally accepted. Then,
based on this fit model there is an analysis of
hypotheses proposed in this research which is
shown in Table 1.
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Table 1. Standard estimate and critical ratio

Hypothesis Impact Std. estimate Critical ratio Explanation

Commitment — Knowledge sharing 0.254 2.355 Sign.

Hia-1c Shared vision — Knowledge sharing 0.119 1120 Non. Sign.
Communication — Knowledge sharing 0.190 2.131 Sign.
Commitment — Human capital 0.228 2.134 Sign.
Haa-2c Shared vision — Human capital 0.220 2.302 Sign.
Communication — Human capital 0.195 2.082 Sign.
Hs Knowledge sharing — Human capital 0.228 2.290 Sign.
Ha Human capital — SCA 0.201 2.205 Sign.
Hs Knowledge sharing — SCA 0.270 2.466 Sign.

Table 1 shows that in the estimation parameter of commitment. The commitment aspect in

endogenous with exogenous, the mark of CR > 2.00
with significance degree 0.05 (5%). Thus, The HIb
is rejected and 8 hypotheses were supported by
empirical data.

The higher commitment, the higher knowledge sharing
will be. The result indicates that to increase the
knowledge sharing, it should be intrinsically built by
commitment. The two points related with commitment
are the willingness to exert great effort for the
organization’s interest and the feeling that there is a
relation with the organization’s target so the
employee’s target related can be integrated with the
organization’s target. Therefore, the organization
commitment is a degree on how far an individual can
take side on an organization as well as its aims, and the
willingness to keep his membership in the
organization. Thus, the quality and quantity of
interaction among human resources and their
willingness and ability to use knowledge can increase.
The estimation parameter between shared vision and
knowledge sharing shows a significant result with the
value of Cr = 1.120 and CR < £ 2.00 with significance
degree 0.05 (5%). So, the Hypothesis 1b is rejected.
That condition is based on the empirical indication of
knowledge sharing as knowledge, understanding, use,
and evaluation are not optimally implemented. Then,
the higher communication quality, the higher
knowledge sharing will be. The result indicates that
developing knowledge sharing is built by
communication quality. The existence or image of an
organization will be affected by the environment of the
organization. The transmission pattern of organization
messages is reflected in the practices of formalization,
information, and communication. The communication
quality is the degree of how far the contents which are
communicated, accepted, and understood by other
parties in a relationship. The consequence then is the
habit of an individual who can spread his knowledge
to other members within an organization, so it can
create value added for the organization.

The hypothesis of the higher commitment, the higher
human capital will be. The result identifies that
increasing human capital is intrinsically built by
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organizational learning requires the human resource
to use the organization time to earn knowledge
outside their working scope. If the organization does
not support the knowledge improvement, the human
resources are not motivated to do their learning
activities. Such condition increases their willingness
to contribute and commit to the organization (human
capital). Then, the higher shared vision, the higher
human capital will be. The result identifies that
improving human capital can be intrinsically
developed by shared vision. The success of shared
vision depends on the quality and the quantity of
interaction among human resources as well as their
willingness and abilities to use the knowledge. Such
condition can increase the knowledge which is used
to create value for the organization. The high
motivated and skilled human resources are
competitive advantages as they represent the specific
human resources of a company which are important,
scarce, and inimitable. A company with skillful and
knowledgeable human resource has higher human
capital and is more possible to create knowledge,
make right decisions, and has better technology
innovation. The hypothesis of the higher
communication quality the higher human capital will
be. The result identifies that increasing human capital
can be intrinsically developed by communication
quality. The interaction frequency affects the trust of
a relationship. Furthermore, it is explained that the
quality and frequency of communication is a decisive
factor in convincing the spirit of reciprocal concern
among the members to achieve the common goals.
The organizational learning in communication quality
can support the human resources to work harder in
order to enjoy their works, so the working
performance gets higher.

The hypothesis of the higher knowledge sharing, the
higher human capital will be. The result indicates
that improving human capital is intrinsically built by
knowledge sharing. The focus of knowledge sharing
is the behavior to spread knowledge to other
members within an organization in order to create
value added for the company. By efforts and
experiences, an organization can build interaction



continuity which recognizes the value of potential
opportunities and chooses the elements that will be
combined and then facilitate the knowledge sharing.
Thus, the human capital can be improved.

The hypothesis of the higher human capital, the higher
sustainable competitive advantage will be. The result
indicates that developing competitive advantage can be
built by human capital. The management of human
capital should consider the sources and the flows of
knowledge. The flow of knowledge is meant as a
process of skills and institutional developments,
especially regarding the market. Thus, it can produce
goods and services to fulfill the human needs. A group
of people who have high motivation and are skilled is
competitive advantage as it represents the specific
resource of a company which is important, scarce, and
inimitable. A  company with skillful and
knowledgeable human resources has higher human
capital and is more likely to create knowledge, take the
right decisions, and have better technology innovation.

The hypothesis of the higher knowledge sharing, the
higher sustainable competitive advantage will be.
The result identifies that improving sustainable
competitive advantage is built by knowledge
sharing. Knowledge is an important input in the
production process which emphasizes the ability of
a company to use and combine various knowledge
resources in order to change the intangible resources
that become product innovation and process. An
organization can be realized as social community
which specializes itself on speed and efficiency of
knowledge creation and transfer. Therefore,
knowledge is started by individual and organization
to be superior for their skills in integrating cross-
individual ~ knowledge  towards  sustainable
competitive advantages.

Conclusion

Based on the hypotheses developed in this study, the
problem formulation proposed can be justified through
examining Structural Equation Modeling (SEM). It
has been conceptualized in this research that the
relation between variables which affect and are
affected by sustainable competitive advantages comes
from 6 constructs that are empirically proposed and
supported such as: commitment, shared vision,
communication quality, knowledge sharing, human
capital, and sustainable competitive advantages. Based
on the various significant support from hypotheses
examinations, it has been answered the problem
formulations of the research. It delivers 5
developments of human capital and knowledge
sharing, so the sustainable competitive advantages can
be actualized. The 5 developments encompass the
following steps: 1) The steps in the model of human
capital and knowledge sharing to realize the
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sustainable competitive advantages are done by
developing human capital which is built by the
improvement of knowledge sharing. 2) The steps in
the model of human capital and knowledge sharing to
realize the sustainable competitive advantages, are
conducted by developing human capital. 3) The steps
in the model of human capital and knowledge sharing
to realize the sustainable competitive advantages are
conducted by developing knowledge sharing which is
improved by commitment. 4) The steps in the model
of human capital and knowledge sharing to realize the
sustainable competitive advantages are conducted by
developing knowledge sharing which is improved by
communication quality. 5) The steps in the model of
human capital and knowledge sharing to realize the
sustainable competitive advantages are conducted by
developing knowledge sharing which is improved by
shared vision.

Afterward, the theoretical implication of the model
of human capital and knowledge sharing to actualize
the sustainable competitive advantages of SMEs in
Central Java is reflected on some findings in this
research, such as: 1) Based on the hypothesis
testing, the variable of knowledge sharing is
influenced by organizational learning with
commitment dimension and communication quality.
Human resources with high commitment have a
strong willingness to work in the organization in
order to contribute for the achievement of the goals.
They then fully involve in working since is the
channel for contributing in achieving the goals of
the organization. Human resources with high
commitment will put full efforts for the interest of
the organization. On the other hand, the
communication quality leads to what extent the
communicated content is received and understood
by other parties within a relationship. The quality of
communication can be explained as an improvement
of formal and informal communication during the
working process. The consequence is developing
one’s behavior to share the knowledge to the other
members within an organization in order to create
value added for the company. 2) The support of
hypothesis of human capital is influenced by the
organizational learning with the commitment
dimension and communication quality.
Organizational learning enables the human resource
to act through various ways according with the
surroundings. Otherwise, the action of the people
enables themselves to learn. Thus, improving the
knowledge is wused to create value for the
organization. 3) The support of hypothesis of human
capital is influenced by knowledge sharing which
depends on the quantity and the quality of
interaction among the employees and willingness as
well as ability to use the knowledge.
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The organization should support the purposes of the
employees and the organization, then interpreting
them into technical and promoting the employees.
The knowledge in the individuals is difficult to
verbalize, hence it needs to be articulated and stated
into implicit knowledge form. This condition will
stimulate the human resource contribution with the
management (human capital). 4) The support of
hypothesis of sustainable competitive advantage is
influenced by knowledge sharing and human
capital. The knowledge-based organization starts
from individual, then the company becomes
superior for their ability to integrate the
interpersonal knowledge.

Based on the research findings, the managerial
implication priorities of the model of human capital
and knowledge sharing to realize the sustainable
competitive advantages are as follows.
1) Organizational learning is not only about the total of
knowledge, but also emphasizes the interaction pattern
among human resources. It aims to achieve common
goals and support in creating and sharing the
knowledge to increase the organization’s capability.
2) Human capital is directed to support the human
resource to contribute their knowledge for the benefit
of the organization. People can disincline to share their
knowledge as they are afraid of losing their ownership,
positions or superiority. Thus, for the organization’s
interest the managers have to emphasize the
development of capability and commitment
(willingness to contribute for the success of the
company). Therefore, human capital should involve
the competence of human resource (for instance, skills,
knowledge, and capabilities) and their commitment
(their willingness to dedicate their life and works for
the company). 3) Knowledge sharing is focused on the
human behavior to spread the knowledge to the other
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