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ABSTRACT 

based economy, Intellectual capital which includes three dimensions: Human 
capital, and relational capital has become one of the main valuable assets in all types of organizations 

profits organizations. The existence of these three dimensions which 
main reason for determining the future of organizations 

these unique intangible assets which can’t be imitated or hard to imitate; the 
very sustainable strategic capabilities through these assets; 

to create value based on the intangible assets of the organization. The acquisition of strategic capabilities 
imperative under the era of knowledge based economy; the matter of building strategic capabilities 

of efforts so that they are not a "given". That’s why the organizations have to work 
strategic capabilities by having the components of strategic capabilities if they wish to survive in the long

top management of organizations has realized if they wish to achieve survive in long term in the 
it’s local or internationals; the organizations have to implement successful strategy to face the challenges 

of knowledge economy and they can’t achieve that without having the components of strategic capabilities. 
Therefore one of the strategic tasks of management is to make sure that they have such components 

entity. These circumstances necessitate organizations to update and develop  their 
resources management (HRM) who must be able to adapt with the circumstances of 

economy. Particularly this economy offers appropriate opportunities for HR to play crucial and 
der of competitive advantages. 

HRM is that conventional jobs of HRM which is staffing, compensation, and 
become part of the past and the jobs of HR are not confined to these conventional tasks  

these jobs contribute to the process of value creation. Now HR 
tangential to the core of strategic activities by exploiting, utilizing, and leverage all of the intangible assets 

 to the strategy of the organization in order to create strategic capabilities. 
Knowledge management has become a new activity that HRM has to deal with as a result of the economy 

has become responsible for managing the capabilities which created by people and 
develop to enable organization to compete. 

Intellectual capital, Customer capital, Human capital, Structural capital, Human                                          
resources Management, Strategic Capabilities, Knowledge Economy. 
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The Interaction between Intellectual Capital and Human Resources Management in Building 

Human capital, structural 
one of the main valuable assets in all types of organizations whether its 

which constitute the 
uture of organizations whether success or  
can’t be imitated or hard to imitate; the 

sustainable strategic capabilities through these assets; which is a capacity 
acquisition of strategic capabilities have 

imperative under the era of knowledge based economy; the matter of building strategic capabilities 
work hard to acquire 

strategic capabilities by having the components of strategic capabilities if they wish to survive in the long term. 

survive in long term in the markets 
to implement successful strategy to face the challenges 

strategic capabilities. 
sure that they have such components which are 

circumstances necessitate organizations to update and develop  their 
be able to adapt with the circumstances of 

to play crucial and 

is staffing, compensation, and 
are not confined to these conventional tasks  

HR mangers become 
tangential to the core of strategic activities by exploiting, utilizing, and leverage all of the intangible assets 

to the strategy of the organization in order to create strategic capabilities. 
has to deal with as a result of the economy of 

created by people and the 
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1. Introduction 
 
Due to Knowledge Economy, Intellectual 
capital is regarded not only as one of the 
intangible assets but also as one of the 
essential assets through which an 
organization can own due to the immense 
advantages that can be exploited by having 
this kind of intangible assets. 
Organizations' top management realized 
the importance of intellectual capital as one 
of the vital pillars that can assist in 
achieving pioneer position in both of the 
local and international markets. These facts 
necessitate organizations' top management 
to pay more attention not only to own this 
kind of strategic assets but also to work on 
its advancement. 

Intellectual Capital consists of knowledge, 
information, and intellectual property. It 
has importance for both: organizations -in 
terms of increasing market share, growing 
profits, and the enhancement of 
competitiveness- and for communities in 
terms of generating wealth. Intellectual 
Capital has three main dimensions which 
are: Human Capital, Relation or Customer 
Capital and Structural Capital. 

Organizations need to adopt the right 
strategies in order to extract value from 
Intellectual Capital through connecting 
these assets with Human Resources' 
management to build strategic capabilities; 
particularly Human Resources' 
management which deal with people who 
are considered as the most valuable assets 
in organizations where the products and 
services in Knowledge Economy are based 
on humans' capabilities as well as abilities; 
such as human imagination, which help in 
the process of building strategic 
capabilities in which humans are the 

primary source of wealth creation, 
innovation, and renewal, and thus the 
process of building strategic capabilities is 
a people process since they are aware of 
customers' needs, not to mention that they 
are capable of identifying threats and 
opportunities whether internally or 
externally. Therefore, they will have the 
power to contribute to the degrees of 
profitability and loss. 

Intellectual Capital with help from Human 
Resources Management has become the 
cornerstone for building strategic 
capabilities which makes it the determining 
factor for the future success or failure of an 
organization. Hence, the strategic 
capabilities are not only the critical unit to 
generate wealth, increase profits and 
enhance competitiveness, but also to create 
value which is the ultimate goal for all types 
of organizations whether it’s a profit-
organization or a non-profits organization. 

Objectives of the Study: 
 
The purpose of this paper is to show how 
the components of intellectual capital can 
contribute to creating strategic capabilities 
by getting help from Human Resources 
management under the knowledge 
economy. 

 The Importance of the Study: 
 
The matter of building strategic capabilities 
is one of the most vital tasks of the top 
management of an organization since these 
strategic capabilities guarantee and 
increases the chances of existence and 
continuity. To achieve that, the senior 
management of an organization must know 
how to employ and deploy their strategic 
assets to utilize these assets which in turn 
help in generating wealth, increase profits, 
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and enhance competitiveness. Intellectual 
capital and human resources considered are 
part of strategic assets that an organization 
must take it into their account where both 
of these vital assets can help in building 
strategic capabilities. Therefore, the 
importance of this study can be shown 
through linking between intellectual capital 
and the Human Resources management in 
the process of making strategic capabilities. 

Design/Methodology/Approach: 
 
This study depended on the secondary data: 
the secondary data has been collected from 
various sources of information such as 
relevant books, articles, published reports, 
journals, and websites. 

2. Intellectual Capital 
 
 Definition 
 
There are several definitions related to the 
concept of intellectual capital: 
Intellectual  capital  can  be  defined  as   all  
knowledge,  information,  intellectual  
property.structure systems, company culture, 
experience and expertise that can be placed to 
create profits (Cabezas, 2014, p. 20). Stewart 
defined it as: "Packaged useful knowledge" 
(Stewart 1997 as cited in (Andriessen, 2004, 
p. 60). It can broadly be defined as the 
collection of all informational resources a 
company has at its disposal that can be used 
to drive profits, gainnew customers, create 
new products, or otherwise improve the 
business (InterActiveCorp [IAC], 2018). 
 
Edvinsson also defines it as the sum of 
“human capital” and “structural capital” 
(Sullivan, 1998, p. 5). Edvinsson described 
intellectual capital as an intangible asset 
(Daum, 2003, p. 124). According to 

Edvinsson Intellectual capital consist of two 
main dimensions, one of them is people, and 
the other is what is surrounding people in an 
organization which is all those left behind 
when people go home (Daum, 2003, p. 126). 
 
The researcher can conclude that there is 
no absolute agreement on a particular 
definition, but all of them almost agree on 
the following aspects: 

 Consist of Knowledge, information, 
experience, intellectual property, and 
company culture. 

 It is considered as an asset, Intangible 
asset. 

 Helps in the process of increasing profits, 
generating wealth and enhancing 
competitiveness. 

 It consists of several dimensions; these 
dimensions comprised of people (Humans) 
and what people's conditions in their 
organization (structural). 
The researcher can define it as one of the 
strategic assets which have very high 
importance, and considered as an intangible 
asset where accumulated knowledge is the 
vital unit in all processes. This asset is a 
collection of information and experiences, 
intellectual property, structure systems, 
organization culture utilized by an 
organization's top management to develop 
new products, increase the profits, market 
shares, improve business and increase 
competitiveness. 
 
3. Classification of Organization Assets 
Assets of an organization can be 
divided into three types of assets as 
illustrated in Figure 1 (Phillips & 
Phillips, 2002, p. 6). 
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1. Tangible Assets. 

2. Financial Capital. 

3. Intellectual Capital. 
 

 

4. Intellectual Capital Classification 

 

 
There is no absolute agreement on a 
particular classification, but Intellectual 
capital can be classified into three 
components as illustrated in Figure 1, the 
following classification is the most accepted 
and widely used (Phillips & Phillips, 2002, p. 
4). Similar to this classification can also be 
seen in (Kostagiolas, 2012, p. 11). For more 
classification of intellectual capital, kindly 
refer to Andriessen, D. (2004). 

1. Human Capital  

2. Customer Capital  

3. Structural Capital 
 

 Human Capital 
 
The origin of this term is referred to an 
economist called Schultz in 1961. This 
economist proved that the return from 
investment in human capital is more 
significant than the return from investment 
from tangible assets if it receives the proper 
training and education (Baron & 

Armstrong, 2007, pp. 7-8). It can be defined 
as the knowledge, skills, and experiences of 
individuals (Rocha, Correia, Adeli, Reis, & 
Costanzo, 2017, p. 75). The Knowledge that 
belongs to organizations' employees can be 
viewed as Human capital (Fazlagić, 2017, p. 
184). 

Human Capital can be defined as the abilities, 
skills, knowledge, and capacity to innovate 
and to develop possessed by people who 
work in the organization (Baron & 
Armstrong, 2007, p. 6). A similar definitionis 

also found in (Chaminade & Catasús, 2007, 
p. 47). 

In the process of value creation the human 
capital considered as the most important link 
(Yun Lin & Edvinsson, 2010, p. 4). Human 
capital is the know-how, skills, and 
capabilities of individuals. Human capital 
reflects the competencies of people bring to 
the work. Examples of human capital such as 
technical skills, innovativeness, and 
leadership competencies (Lengnick-Hall & 
Lengnick-Hall, 2003). 

It should be noted that not all information 
with human capital can be treated as 
intellectual capital; information can be 
treated as intellectual capital only if they 
have two characteristics (Hassan & Hariri, 
2011, p. 4): 

 Distinctive: No one has the same skills or 
information in the competing organizations. 

 Strategic: - that these skills and information 
have a value, the customers are ready to pay 
for it. 

 
 Customer Capital 

Customer Capital has another name which is 
Relation Capital and can be defined as 
contact networks whether its internal or 
external used for transferring the information 
and sharing the knowledge (Chaminade & 
Catasús, 2007, p. 47). Customer Capital is 
the relations between the members of the 
organization plus the relations with 
suppliers, customers, and other organizations 
that constitute a solid basis for collaborative 
action and cooperation. Co-production 
activities, licensing agreement, trust, and 
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customer loyalty, can be examples of relation 
capital (Lengnick-Hall & Lengnick-Hall, 
2003). 

Customers Capital can be defined as the 
accumulated knowledge about the 
organization customers and their contacts, 
and information about their needs and their 
purchasing habits 

(Sugumaran, 2002, p. 275). It is also defined 
as the net relationships of the organization 
with other organizations, customers, 
suppliers and partners (Dabash zadeh, 2002, 
p. 252). 

 Structural Capital 
Structural Capital usually obtains the 
maximum attention of the management. 
Structural Capital is regarded as the most 
concrete; Structural Capital is the 
infrastructure side of intellectual capital 
(Horibe, 1999, p. 9). Structural Capital 
includes the systems, networks, policies, 
culture, R&D, Intellectual property assets, 
and other organizational capabilities 
developed to meet the market requirements 
(Bhatia, 2006). Bontis also defined it as 
everything that gets left behind human 
capital at their office when they go home 
(Bontis, 2001 as cited in (Cabezas, 2014, p. 
21). 

According to Penker, the Structural Capital 
means the documented knowledge of human 
capital who work in the organization, 
building on that; the Structural Capital is the 
value that derives from human capital such 
as industry information, organizational 
information, processes, methods, and 
models. Structural Capital is a group of 
managerial processes, and organizational 
architecture can provide the ability to the 
human capital to create market value. The 
process of decision-making, modular and/or 

cellular structural, information systems and 
organizational culture, can be examples of 
Structural Capital. (Lengnick-Hall & 
Lengnick-Hall, 2003). 

Structural Capital is the support or 
infrastructure through which an organization 
can support human capital. Structural Capital 
Encourages human capital to generate and 
raise knowledge, Structural Capital included 
Direct and indirect support and for each type 
of support has tangible and intangible 
elements (Sullivan, 1998, p. 23). 

1. Direct support: Includes tangible elements 
such as telephones, computers and tables, 
and intangible elements such as information 
systems, computer programs, business 
procedures, marketing plans, and know-how 
(Sullivan, 1998, p. 23). 

2. Indirect support: Includes tangible elements 
such as factories, buildings, lighting, 
electricity, plumbing, and intangible 
elements such as strategic plans, payroll 
systems and relationships with suppliers 
(Sullivan, 1998, p. 23). 

StructuralCapitalalsoincludes 
(Sullivan,1998, p. 6). 
 

1. All things in the budget: financial assets, 
buildings, machinery, and infrastructure of 
the organization. 
2. It also includes assets that are 
necessary to transform creative ideas into 
salable services and products such as 
manufacturing facilities, distribution 
capabilities, and outlets. 

Structural Capital can be described as a glue 
between parts of the organization because it 
provides it with tools such as philosophy of 
management, processes, and culture to retain, 
pack and transfer knowledge. (Marti & 
Cabrita, 2012). It should be noted that 
intellectual capital is not important in itself 
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to a knowledge organization if it does not 
have the Structural Capital to complement it 
(Sullivan, 1998, p. 6). The knowledge which 
is created by human capital that belongs to 
an organization can be defined as Structural 
Capital, and it should be noted that Structural 
Capital is owned and can be traded by the 
organization (Fazlagić, 2017, p. 184). 

According to Brooking (1996), Structural 
Capital has another name which is 
Infrastructure assets (Brooking, 1996). Or 
organizational capital (Kostagiolas, 2012, p. 
10).Such as processes, technologies, and 
methodologies which help the organizations 
to do their daily works, in other words, they 
are assets that enable an organization to 
function effectively (Brooking, 1996, p. 16). 
According to Edvinsson Structural Capital 
consists of internal processes, structures, 
databases and customers relations (Daum, 
2003, p. 126). 

Examples of infrastructure assets 
(Brooking, 1996, p. 16). 
 

1. Organization culture. 

2. Methodologies for assessing risk. 

3. Financial structure. 

4. Information on the market or customers 
Databases. 

5. E-mail and teleconferencing systems called 
communication systems. 
 
It should be noted that Structural Capital 
consists of all forms of codified knowledge; 
the organization systems, procedures and 
that constitute how an organization works. A 
key criterion of Structural Capital is 
codification (Chaminade & Catasús, 2007, p. 
48). Also, the meaning of Structural Capital 
is the system and work processes that 
leverage the capabilities 

of the department or division such as 
information technology, database, document, 
patent, communication and codified 
knowledge (April & Izadi, 2004, p. 59). 

Building on the last two definitions where 
(April & Izadi, 2004) and (Chaminade & 
Catasús, 2007) mentioned that the codified 
knowledge as a part of structural capital, the 
researcher thinks that it is essential to clarify 
the meaning of codified knowledge and 
distinguish between it and tacit knowledge. 
Table 1 illustrates the differences between 
these two types of knowledge (Sullivan, 
1998, p. 

 The Purpose of Structural Capital 
 
The purpose of constructing Structural 
Capital is to create knowledge; this 
knowledge must be reusable to create 
sustainable value (Penker, 2008 as cited in 
(Cabezas, 2014, p. 21). The role of 
Structural Capital is to provide support to 
the network of real knowledge (Horibe, 
1999, p. 9). The purpose of Structural 
Capital is also to make autonomous 
individual workers and develop their 
creativity to the most extent (Nan, Hua, Liu, 

& Lin, 2013, p. 678). Structural Capital is a 
group of managerial processes, and 
organizational architecture can provide the 
ability to the human capital to create market 
value (Lengnick-Hall & Lengnick- Hall, 
2003). Structural Capital represented by 
structures that form the organization and 
support individuals in their work to create 
value (Nappo, 2011). 

Organizations must take into consideration 
that improving and leveraging Structural 
Capital lead to create wealth not only for 
their customers but also for themselves. 
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According to Edvinsson, the human capital 
must also be connected with structural 
capital, and the Structural Capital must also 
be connected with the opportunities 
surrounding the Structural Capital outside in 
the market (Daum, 2003, p. 129). This point 
emphasized by Bontis (1998), in many 
cases, a high level of human capital can be 
available in organization, but in case of the 
organization has not powerful systems or 
poor systems to manage and track the 
members of the organization; the results 
will be inability of the overall intellectual 
capital to reach to fullest potential. (Bontis 
1998 as cited in (Fazlagić, 2017, p. 184). 

 The Importance of Structural Capital 
 
According to Brooking (1996), 
infrastructure assets are important because 
of (Brooking, 1996, p. 16). 

 The value of infrastructure assets must be 
marketed to the employees to make sure 
that they can understand what they should 
do in some given situations to achieve the 
goals of corporate. 
 The assets of Infrastructure bring orders, 
safety, correctness, and quality. 
Infrastructure assets can provide context for 
the members of the organization to work as 
well as communicating with each other. 
According to Sullivan, Context means the 
external and internal realities of the 
organization: Internal realities: trends, 
constraints, and resources (weaknesses, 
strengths, and capacities). External realities 
are opportunities and threats (Sullivan, 
1998, p. 28). The business dictionary has 
defined context as environment, 
Background, setting, framework, or 
situation surrounding an event or occurrence 
(WebFinance Inc, 2018). 
 The new ideas, insights, inventions, and 

innovations generated by customer’s capital 
become harvested in the Structural Capital 
both in terms of outcomes such as patent, 
and in terms of processes such as 
communication processes (Chaminade & 
Catasús, 2007, p. 48). 

 Organizations that have Structural 
Capital strong enough will get a supportive 
culture that courage employee to try things, 
to fail to learn and to try again. (Malhotra, 
2001, p. 282). 

5. Human Resources Management 
 
In a knowledge-based economy, the 
importance of People has grown and they 
can be considered as the main pillar of 
organizations where people are the most 
valuable asset in an organization and the 
success of organizations count on people's 
capabilities such as their skills, knowledge, 
and abilities as employees; when employees 
get unique talents and can’t be imitated and 
hard to copy, Inevitable results will be 
building very sustainable competitive 
advantages through people. To achieve a 
good position in the markets whether it’s 
local or international, the organization has to 
implement a successful strategy to face the 
challenges of globalization; however, they 
can’t achieve that without having the right 
people who can deliver that strategy. The 
ultimate goal for business entities is to make 
sure that they have the correct number and 
the skilled people that meet the different 
business needs. That’s why organizations 
have to have their own Human Resources 
Management (Deb, 2006). 

Human Resources Management (HRM) is a 
part of a process that helps organizations 
achieves their objectives. After establishing 
the general direction and the strategy, the 
next step will be formulating organizations' 
goal followed by developing these into an 
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action plan. Top management will need 
resources which include people to achieve 
these objectives. The primary purpose of 
Human Resources Management (HRM) is 
to determine what people required and how 
to recruit them as well as how to manage 
and exploit them (Kaila, 2005). 

The personnel management has defined as a 
group of activities aim to enable employees 
and their organization where they work to 
agree on the nature and objectives of the 
relationship of their work and to make sure 
that agreement is fulfilled (Kaila, 2005). 

Human Resources Management has defined 
by the business dictionary as the process of 
recruitment and developing the members of 
an organization to make them more valuable 
to the organization (WebFinance Inc, 2019) 
. 

 Human Resource Management is viewed 
as that part of management concerned 
with (Kaila, 2005): 

 All things related to the management of 
employees in term of methods, activities, 
functions, practices, operations, principles, 
factors, strategies, and decisions whatever 
the size of the organization. 

 All things related to employees in their 
employment relationship and all dynamics 
that flow from it. 

 All things which aim to add more value 
to the process of delivering goods and 
services to the customers and to add more 
value to work life of employees. Hence 
ensure continued organizational success in 
fluctuating environment. 

 Characteristics of Human Resources: 
 
According to Deb 2006, there are some 
Characteristics for human resources which 

are (Deb, 2006): 

1. Human Resources are Valuable 

People are a source of innovation and 
renewal; therefore they are a source of 
competitive advantage. 
2. The rareness of Human Resources 

The high-quality human resources will be 
rare if competencies are distributed 
normally 

3. Human Resources are Inimitable 

Human Resources are the significant drives 
of all resources in the organizations. There 
are no sources or resources can imitate 
human resources. 

4. HumanResourcesare Non-substitutable 

To find a substitute for human resources is 
not possible except by other resources like 
technology that have some features such as 
valuable, rare, inimitable and non- 
substitutable. 

 

6. Building Strategic Capabilities 
Through the Interaction between 
Intellectual Capital and Human 
Resources Management 

Inaknowledge-basedeconomy, organizations 
have to build strategic capabilities since the 
strategic capabilities have become 
imperative in this era through intangible 
assets; where the intangible assets have 
become the main reason for determining the 
success and failure of organizations. The 
capacity of value creation became based on 
the intangible assets of the organizations 
more than tangible assets. Therefore it 
would be necessary to define and clarify 
some of the differences between tangible 
and intangible assets to deepen the 
understanding of these assets and to show 



ELK ASIA PACIFIC JOURNAL OF HUMAN RESOURCE MANAGEMENT AND ORGANISATIONAL 
BEHAVIOUR 

ISSN 2349-0409; DOI: 10.16962/EAPJHRMOB/ISSN. 2454-3004; Volume 6 Issue 1 (2020) 
 

9 
 

how intangible assets differ from tangible 
assets. As shown in Table 2 which 
differentiates between two types of assets 
(Lengnick-Hall & Lengnick-Hall, 2003). 
Tangible resources are the physical assets 

such as factory, equipment, and finance and 

Intangible resources are non-physical assets 
such as knowledge, reputation and 
information. (Johnson, 2008). 

Based upon Table.2, in knowledge-based 
economy physical assets are needful but not 
adequate to build competitive advantages 
because they can be obtained, bought, 
Imitated from the markets; the capacity of 
value creation became count on the 
intangible assets of the organizations more 
than tangible assets. Intangible assets will 
make a difference in the process of success 
or failure of the organizations(Lengnick-
Hall & Lengnick-Hall, 2003). 

 Strategic Capabilities 
Strategic capabilities are extremely 
important in the face of today’s 
competitiveness markets. They are not 
easy to acquire; they are not a “given”; it 
still need more efforts and some actions 
and activities to keep valuable and alive, 
in most cases, they are deeply rooted in 
the organization history (Dressler, 2004). 

Herbart Saint-Onge defined the strategic 
capabilities as Readiness for the present and 
an ability to adapt in the future (Cooper & 
Burke, 2005). The suitability and adequacy 
of theresources and competencies of an 
organization for surviving and prosper can 
be called a Strategic capability (Johnson, 
2008). A strategic capability can be defined 
as a group of skills, know-how or unique 
insight that can produce competitive 
advantages and high returns. It’s the main 
reason for organizations agility, and it’s 
difficult to imitate (Bruner & Perella, 2004). 

Strategic capabilities are the strengths of an 
organization that participate in the process 
of long-term survival and building 
competitive advantages( Pearson Education, 
Ltd,  

There are some criteria that the strategic 
capability has to meet to obtain the required 
effectiveness. These are (Dressler, 2004): 

1. Alignment: alignment must be between 
Strategic capability and the purpose,mission, 
and values of an organization. 

2. Core Competencies: the core competencies 
of an organization must be reflected through 
Strategic capability. 

3. Uniqueness and sustainability: the effect of 
Strategic capability must be hard to copy by 
others, and that effect must be for the long 
term. 

4. Competitive advantage: a strategic 
capability must provide at least a 
Competitive advantage, and that considered 
as the minimum. 
 

 Components of Strategic Capabilities 
 
Resources and Competencies are the two 
components of strategic capability. As 
shown in Table.3, the physical and non-
physical assets that organizations have or can 
call upon called Resources.  The  ways those 
assets are used or  deployed  effectually  
called Competences    ( Pearson Education, 
Ltd, 2014). 

 

As shown in Table.3, Resources are 
essential, but the crucial factor depends on 
how an organization can employ and 

deploys its resources. The term intangible 
assets which used by many writers as a 
comprehensive term to include capabilities, 
competencies and intangible resources, such 
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as trademark ( Pearson Education, Ltd, 
2014). According to Burkue & Copoer, 
2005 the components of strategic 
capabilities consist of three parts which are 
human capital, structural capital, and 
relational capital or customer capital; the 
interaction between these components 
produce strategic capabilities. Strategic 
capabilities must be realized through action; 
the organizations which apply their strategic 
capabilities to meet the needs of customers  

Indicators can be used to determine if the 
organization has strategic capabilities 

(Lengnick-Hall & Lengnick-Hall, 2003). 
1. Business competency of organizations at a 

very high level. 

2. The ability of an organization is superior to 
detect, understands, and direct what is going 
on in the market. 

3. The process of transferring skills conducts 
accurately and quickly across the body of an 
organization. 

4. The ability to increase the production to the 
maximum to meet unexpected demand and 
the ability to reach the market. 

5. The ability to create new opportunities for 
an organization before the competitors has 
discovered they are required. 
 

 Human Resources Management and 
Strategic Capabilities in the Knowledge 
Economy 

InKnowledge-basedEconomy, organizations 
have to develop Strategic capabilities which 
are the potential to build value based on the 
intangible assets of an organization. 
Knowledge Economy offers the opportunity 
for HR to become a pivotal source of 
competitive advantages. The Knowledge 
Economy creates a turning point for HRM; 
in the past, HR managers focused on 

traditional activities of recruitment, training, 
development, and compensation, and then 
the HR function is destined to become 
increasingly more related to the core of 
strategic operations. HR capitalizes on the 
increasingly important role that people play 
in developing the resources, capabilities, 
and competencies that lead to strategic 
success, and then HR will be poised to 
enhance its value to the organization 
(Cooper & Burke, 2005). 

The Knowledge Economy will have 
significant effects on HRM (Cooper & 
Burke, 2005): 
 HRM should not continue limited to its 
traditional actions of recruitment, 
development, and training. HRM has to 
explain how these traditional actions can 
contribute to the process of value creation, 
build abilities lead to enable the 
organization to flourish in a fluctuating 
environment and leverage the rest of 
activities and resources of the organization. 

  In light of the Knowledge Economy, 
HRM has got new responsibilities such as 
knowledge management that unrelated to 
any of the previous traditional activities of 
HRM. 

 Under the knowledge economy, HRM 
has become responsible for managing the 
capabilities created by employees as well as 
the relationships that people must develop 
to enable the organization to compete. 

The relationships is a source of Strategic 
capabilities especially these relationships in 
which creation, exchange and harvesting the 
knowledge because this generative 
knowledge from relationships can help in 
building individual and organizational skills 
which are needful forproviding superior 
value for customers. The three components 
of Strategic capability directly related to 
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human resources; these components are 
relationship capital, Human capital, and 
structural capital. The interaction between 
these components creates value (Lengnick-
Hall & Lengnick-Hall, 2003). The 
interaction between relationship capital, 
Human capital, structural capital and 
financial capital allow the organization to 
increase its value (Nappo, 2011). 

Human Resources Management can 
increase its contribution to organization 
competitiveness by participating in the 
process of creation and maintenance of the 
components of strategic capabilities. And 
that can be through policies, practices, 
programmes and setting an example in term 
of the way that human resources unit 
develop its people, design itself and 
establish relationships internally and 
externally (Lengnick-Hall & Lengnick-Hall, 
2003). The systems and processes are the 
critical factors in managing the physical, 
non-physical, financial resources and people 
in an organization. So the efficiency and 
effectiveness of resources do not depend 
only on their existence but on the processes 
and systems by which they are managed 
(Pearson Education, Ltd, 2014). 

7. Conclusions 
 
The Intangible assets have become 
dominating in the knowledge-based 
economy, on the contrary to the traditional 
economy which is dominated by tangible 
assets. The acquisitions of intangible assets 
have become pivotal and one of the main 
objectives of organizations by itself to 
create strategic capabilities to use it to 
ensure its survival. That intangible asset is 
intellectual capital which has three 
dimensions as follows: Structural Capital or 
organizational capital or infrastructural 

capital, Human capital, and finally 
Customer Capital or relational capital. 

The existence of intellectual capital became 
the main ground for building strategic 
capabilities which in turn is responsible for 
determining the future of organizations 
whether successful or failure. Hence, the 
strategic capabilities are not only the basic 
unit to generate wealth, increase profits and 
enhance competitiveness, but also for value 
creation which is the ultimate goal for all 
types of organizations whether it’s profit-
organizations or non-profit organizations. 

Under Knowledge Economy, the role of 
Human Resources Management has 
changed drastically where the process of 
creating strategic capabilities through 
Intellectual capital is one of the obligations 
of Human Resources Management: this 
mission is a heavy burden onthe HRM; 
since their conventional jobs have become 
from the past and it has become required 
from Human Resources Management to 
explain how these conventional jobs 
contribute to the final goal of organization 
which is value Creation. Under Knowledge 
Economy, HRM has got new 
responsibilities such as knowledge 
management that unrelated to any of the 
previous traditional activities of HRM. 
Human Resources Management also 
became in charge of manage full 
capabilities created by employees and the 
relationships that employees must develop 
to enable an organization to compete. 

Since the strategic capabilities have three 
components which are: Structural Capital or 
organizational capital or infrastructural 
capital, Human capital, and finally 
Customer Capital or relational capital; 
Human Resources Management has the 
ability to play pivotal role in the process of 
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creation and maintenance of these 
components of strategic capabilities and the 
ways for achieving that through: policies 
,practices, programmes, setting an example 
to show how Human resources unit develops 
its people and establishes the relationships 
internally and externally because Strategic 
capability is obtained through relationships 
which help in creation, exchange, and 
harvesting the knowledge which leads to 
building the individual and organizational 
capabilities which are required to give 
outstanding value for customers. 
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Figure 1. Categories and relationship of intellectual capital. Reprinted from Measuring Intellectual 

Capital: Twelve Case Studies from the Real World of Training (p. 6), by 

J.J. 2002, US: American Society for Training and Development. Copyrig

& Phillips, J.J. “ 
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Table1. Differences between Codified knowledge and Tacit knowledge 
 
 

 Tacit knowledge Codified knowledge 

Definition It is a knowledge which is difficult to articulate 

and may be embedded in ways of doing things. 

It is a knowledge which is written 

down in some medium. 

 
Ownership 

Ownership of this type remains with the 

knowledge owner. It is difficult to copy and 

transfer. 

Technically, easier to protect by 

law and easy to transfer. 

 
 

Example 

 Experience 

 Skills 

 Lore 

 Blueprints 

 Code 

 Formulas and receipts 

 Computer programs 

Note. Reprinted from "Profiting from Intellectual Capital": Extracting Value from Innovation (p. 21), 
by Sullivan, P. H. 1998. Canada: Wily. Copyright 2002 by “Sullivan, P. H..“ 
 
 

 

Table 2. Differences between Tangible Assets and Intangible Assets 
 

 
 

 
 

Tangible Assets Intangible Assets 

Understanding They are well understood. They are less understood. 

Visibility They are readily visible. They are invisible. 

Quantifying They are rigorously quantified. They 

are an integral part of the balance 

sheet. 

Difficult to quantify, and can’t be tracked 

through accounting. 

Depreciation They depreciate with use. They appreciate with purposeful use. 

Duplication They can be easily duplicated. They 

can be obtained, bought, Imitated. 

They can’t be instantaneously obtained, 

bought, imitated. 
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Examples  Plants 

 Equipment 

 Building 

 Machinery 

 Customer loyalty 

 Business processes 

 Branding 

 Technological Know-how 

 
 
 
Note. Adapted from Human Resource Management in the Knowledge Economy:  New Challenges, 
New Roles, New Capabilities (p.3), by Lengnick-Hall & Lengnick-Hall, 2003. U.S.A: Berrett- 
Koehler Publishers.2003 by “Lengnick-Hall & Lengnick-Hall. “. 

 
 

 

 

 

Table.3 Components of Strategic Capability 
 
 

Strategic Capability 

Resources: what we have (nouns),e.g.  Competences: what we do well (verbs),e.g. 

Machines, buildings, raw materials, products, 

patents, database, computer systems. 

Physical Ways of achieving utilization of plant, 

efficiency, productivity, flexibility, marketing. 

Balance sheet, cash flow, suppliers of funds. Financial Ability to raise funds and manage cash flow, 

debtors, creditors, etc. 

Managers, employees, partners, suppliers, 

customers 

Human How people gain and use experience, skills, 

knowledge, build relationships, motivate others 

and innovate. 

 

 
Long term survival and competitive advantages 

 

Note. Reprinted from Exploring Strategy, 10th Ed, Pearson Education, 2014: Organization (p. 71), by Pearson 

Education, Ltd. 2014. Jakarta: Bukupedia. Copyright 2014 by “Pearson Education, Ltd.“ 

 


