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Abstract

Intellectual capital is one of the important factors that play a major role in various economic activities. However,
its position in overcoming economic problems in Indonesia is still not too much considered. Based on this, this
study aims to describe the role of intellectual capital, especially the Human Capital dimension, in overcoming
the economic slowdown in Indonesia.

The type of this research is qualitative. Research data in the form of secondary data is collected through
documentation studies of data related to human capital and Indonesia’s economic growth, as well as the results
of previous studies that have relevance to the topic of this study. The data is then analyzed using qualitative
methods.

The results of this study are: 1) Intellectual capital has a fundamental role in overcoming the economic
slowdown in Indonesia. One dimension of intellectual capital, namely human capital, can have a diverse role,
both as a factor of production and as an economic policy maker, so that its existence and quality determine the
success of the strategy formulation and its implementation to overcome the economic slowdown in Indonesia;
and 2) The role of intellectual capital, especially human capital, can be realized if Indonesia changes its
development paradigm to become more oriented towards the development of human resources quality.

Keywords: intellectual capital, human capital, economic growth
1. Introduction

Stable and sustainable economic growth is the goal of every country in the world. However, to be able to achieve
these conditions, extra-hard effort which involves various micro and macro factors as well as strong synergy
between all economic actors is needed. In addition, increasing economic growth will not be achieved if there are
still many underlying problems that have not been resolved and disrupt the economic processes. Moreover, the
increasingly strong globalization of the world will also have a negative impact on countries with unstable
economies and have many internal problems, such as Indonesia.

Indonesia’s economic growth is currently experiencing a slowdown. This can be seen in the percentage rate of
growth GDP data, that has fluctuated from year to year below:
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Figure 1. Slowing Indonesian economic growth
Source: Bi.go.id (2017).
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The data above shows that the condition of the Indonesian economy has decreased significantly from 2013
which had a GDP percentage of 5.56% to 5.01% in 2014, then declined again to 4.88% in 2015. This value
indicates a strengthening with rose to 5.03% in 2016, but then fell back to 5.01% in 2017.

The slowdown in Indonesia’s economic growth can theoretically be caused by a variety of factors. When
referring to classical growth theory, then there are five factors that influence it, namely the factor of human
resources, availability of capital goods, natural wealth, and technology. According to Schumpter’s theory, the
dominant factors affecting economic growth are entrepreneurial factors. Harrod Domar’s theory states that
economic growth is influenced by the balance between investment, production and demand. According to
neo-classical theory, population growth, capital increase, and efficiency of technology use are factors that
influence economic growth. When referring to the analysis carried out by the Indonesian Ministry of Finance,
Indonesia’s economic growth is mainly influenced by four factors, namely: 1) household consumption, social
spending, and major events; 2) government consumption; 3) investment; and 4) exports and imports
(www.kemenkeu.go.id, 2017).

According to the results of previous studies, economic growth can be influenced by investment, human capital,
and education spending (Saepudin, 2013; Ewubare & Ogbuagu, 2015); consumption level and export value (Kira,
2013); physical capital and foreign investment (Havi, Enu, Osei-Gyimah, Attah-Obeng, & Opoku, 2013).

There is similarity between the theoretical perspective and the results of previous studies, that the factor of
human capital is a factor that always exists and has a role in economic activities that encourage the creation of
economic growth. However, this factor is not included in the factors considered to influence economic growth by
the Indonesian government.

Human capital (HC) is one dimension of Intellectual capital in addition to other dimensions, namely structural
capital and relational capital. In a small scope, namely the level of an organization or company, HC is recognized
as the most important capital needed to be able to achieve company goals (Makki & Lodhi, 2014). This is in line
with resource-based theory (RBT) which emphasizes the importance of aspects of internal resources, namely
people who are members of a company or organization, as owners of knowledge which are the source of
innovation and the creation of superior competitiveness (Wan, Hoskisson, Short, & Yiu, 2011). In a larger scope,
HC also proved to be a factor that has a major influence on the country’s economic growth (Borojo & Yushi,
2015; Arabi & Abdalla, 2013; Jihene, 2013).

Based on the overall explanation above, the questions that arise in this study are: how is the role of intellectual
capital in overcoming the economic slowdown in Indonesia?. Referring to the research question, the purpose of
this study is to describe the role of intellectual capital in overcoming the economic slowdown in Indonesia.

2. Literature Review
2.1 Economic Growth

Economic growth is one of the main indicators used to measure economic performance and competition in a
country. Economic growth is known from an increase in the ability of the state to provide various economic
needs for its citizens, in accordance with the adaptation made to the development of technology and its
implementation (Jhingan, 2012).

Economic growth is an increase in the empowerment of production factors that produce output in the form of a
better level of community welfare in a period of time. Empowerment is carried out through various economic
activities in various sectors, whether carried out individually, in groups, or in organizations, which are clearly
capable of creating results that are beneficial in encouraging the increment of community income (Maramis,
2013).

The study of economic growth generally refers to four theoretical perspectives, namely Classical Growth Theory;
Schumpeter’s theory; Harrod-Domar theory; and Neo Classical Growth Theory. Classical growth theory states
that economic growth is influenced by five factors, namely the factor of human resources, availability of capital
goods, natural wealth, and technology. According to this theory, the factor of human resources, or more
specifically the factor of population that continues to increase over time is the most dominant factor affecting
economic growth (Masoud, 2014).

Schumpter’s theory states that the economy on a macro scale is strongly influenced by entrepreneurial factors,
namely how entrepreneurs in an area conduct their economic activities and are motivated to continuously
innovate (Croitoru, 2012). According to the theory developed by Harrod Domar, economic growth is strongly
influenced by investments that encourage production increament. However, such production must also be carried
out by referring the public demand for products to create a long term balance and economic stability (Berg,
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2013).

The neo-classical theory states that economic growth is influenced by factors of production which consist of
population growth, capital increase, and efficiency in the use of technology. In practice, this theory emphasizes
the importance of policies or regulations related to the right investment system and the use of these investments
to improve the efficiency of technological applications (Ewubare & Ogbuagu, 2015).

2.2 Resource Based Theory

Resource-based Theory (RBT) was popularized by Penrose in 1959. This theory appears as a pioneer of
reasoning that emphasizes the importance of the contribution of the company’s internal resources in creating
superior competitiveness and differentiation from other companies. Contributions in this case are based on
intellectual elements of internal resources, or rather refer to the knowledge possessed by humans as the most
important resources that exist in the company (Wan et al., 2011).

According to RBT, the achievement of a company is based on the contribution of resources and knowledge of
the company, which is also as a differentiator from other companies (Olalla, 1999). The strategy applied by an
organization can have in common with the strategies of other organizations, because strategy is something that
can be replicated. Therefore, to be able to provide advantages over other organizations, the resources and
capabilities of the organization must be valuable, rare, cannot be replicated, and cannot be replaced (Theriou,
Aggelidis, & Theriou, 2009).

Based on Resource-based Theory (RBT), two views emerged regarding internal organizational resources, namely
Resource-Based View (RBV) and Knowledge-Based View (KBV). The RBV considers that organizational
performance is the result of unique or special resources and capabilities of the organization, while
Knowledge-Based View (KBV) describes an organization as a unit that creates, integrates and distributes
knowledge (Theriou et al., 2009).

2.3 Intellectual Capital

Intellectual capital (IC) is a concept that was first introduced in 1991 by Stewart. The concept was then further
examined by various researchers to find a fairly representative definition, that IC is an intellectual aspect in the
form of knowledge which become the basic capital needed to obtain profits in the future. IC can include ideas,
technology, processes, and certain findings (Leaniz & Bosque, 2013).

Intellectual capital (IC) is defined generally as intangible capital, which is related to human experience and
knowledge. In the organizational sphere, intellectual capital is defined as a collection of important assets that
shape organizational knowledge and have a dominant influence in encouraging the improvement of
organizational competitiveness (Solikhah & Subowo, 2016). These assets can be in the form of experience,
professional skills, good cooperative relationships, knowledge, or applied technology (Li, Pike, & Haniffa, 2008).
Proper management of intellectual capital can also encourage the creation of various values needed to achieve
the stated goals and vision (Abdulai & Kwon, 2012).

As intangible capital, intellectual capital is difficult to observe and measure (Cheng, Lin, Hsiao, & Lin, 2010).
Nevertheless, its existence has been recognized as the main capital in conducting research, development, creating
innovation, improving product quality, and improving the quality of human resources (Orens, Aerts, & Lybaert,
2009). Intellectual capital has three dimensions, namely human capital (HC), relational capital (RC), and
structural capital (SC) (Pablos, 2003).

2.3.1 Human Capital

Human capital (HC) relates to all aspects of productive endowments inherent in human resources (HR). This
capital can be in the form of competence, experience, knowledge, ability, behavior, habits, and commitment
possessed by HR (Canizares, Munoz, & Guzman, 2007). HC is referred to as the most important capital owned
by every company, regardless the type or category of the business sector, because HC is proven to be the main
factor that drives efficiency increment of various activities carried out, as well as being the creator of all
intangible assets in the company (Makki & Lodhi, 2014).

The position of HC which is so important in the company has a fundamental weakness, that is if the qualified
human resources are no longer a member of the company, then HC will also be lost. Therefore, management of
HR is very important to be able to make HC stays longer according to the needs of the company, and allows
transfer of knowledge, skills, or competencies between HR (Hsu & Fang, 2009).

Elements of HC can be classified into two, namely 1) knowledge, ability, and competence in important fields;
and 2) individual attitudes, behavior and talents. The manifestation of HC can be in the form of HR capabilities
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in problem solving, the ability to be a leader, as well as professional expertise in certain fields (Mohammadi,
Sherafati, & Ismail, 2014). In the micro and macro scale, investment in HC is the main focus of intangible
resource management. The investment aims to be able to increase the quantity and quality of human resources
who have education, skills, and experience that are appropriate to the needs of the workforce. Investment is done
by increasing the effectiveness and efficiency of the implementation of HR education and training (Jhingan,
2012).

2.3.2 Relational Capital

The basic concept of Relational Capital (RC) considers that a company cannot stand alone without connectivity
with the external environment. Companies need to have a mutually beneficial relationship with other companies
to be able to make their respective goals achieved. The relationship is then considered to be one of the
company’s important capital known as Relational Capital (RC) (Leaniz & Bosque, 2013).

Relational Capital (RC) is defined as capital in the form of relationships, networks, or other forms of attachment
between companies and external parties (Pouraghajan & Ramezani, 2013). In addition to representing
relationships with external parties, RC also relates to relationships that are formed within the company’s internal
scope (Pablos, 2003). That is, RC covers the entire relationship, both internally and externally, which is one of
the company’s basic capital to achieve its objectives.

Relational Capital (RC) can be divided into two main categories, namely the category of relationships between
companies and service users or customers and the category of relationships between companies and stakeholders
or investors. The first category, namely the relationship with customers makes RC as a means to expand the
market in order to increase sales or revenue, while the second category, namely the relationship with
stakeholders is more oriented to ensure the stability of financial capital needed as one of the basis for intellectual
capital creation (Sharifi & Bijani, 2014).

Relational capital is a dimension of intellectual capital that is reflected in three main forms, namely: 1) in the
form of networks, cooperation, and associations in terms of knowledge distribution; 2) in the form of
relationships with customers, business partners, and all stakeholders, both from internal and external companies;
and 3) in the form of principles of trust, image and mutual commitment in maintaining good relations (Datta &
De, 2016).

2.3.3 Structural Capital

Structural capital (SC) is the dimension of IC which covers all assets other than HC. SC facilitates the storage
and empowerment of knowledge. SC can be in the form of company databases, operational work systems and
procedures, production processes, corporate strategies, and others (Pablos, 2003).

Structural capital (SC) can be divided into two, namely internal structure and external structure. The internal
structure includes all intangible resources that remain in the company with or without HR. This structure can be
in the form of daily work processes, databases and models of information flow, leadership style in the company,
or work culture that applies in the company (Aramburu, Saenz, & Blanco, 2015). External structures relate to all
aspects that facilitate the relationship between the company and external parties. This structure can be in the
form of company image, company competitiveness, customer satisfaction and loyalty, or other intangible assets
(Aramburu et al., 2015). Structural capital (SC) has several indicators, including organizational culture,
organizational structure, organizational learning, operational processes, and information systems.

3. Research Methods

The type of this research is a qualitative approach, namely the approach taken by explaining and analyzing
phenomena or events. The qualitative approach has an inductive nature because the researcher will let all
problems arise to be analyzed based on data and theory (Hamdi & Bahrudin, 2014). Through a qualitative
approach, researchers will examine the role of intellectual capital in overcoming the problems of slowing
economic growth that occur in Indonesia.

Intellectual capital has three main dimensions, namely human capital, structural capital, and relational capital.
Among these three dimensions, this study will examine specifically the role of the human capital dimension to
overcome the slowdown in the Indonesian economy.

The data of this study are secondary data collected by researchers through documentation studies on literature in
the form of data relating to human capital and Indonesia’s economic growth, as well as the results of previous
studies that have relevance to the topic of this research. The data obtained were then analyzed using qualitative
methods in three stages, namely data reduction, data presentation, and verification withdrawal.
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4. Discussion

All economic activities, both in company and national level, cannot be run without the role of Human Capital
(HC) (Hsu & Fang, 2009). On a company scale, the intellectual aspect of HC is recognized as a source of
innovation and the creation of superior competitiveness, as well as being a differentiator between one company
and another (Theriou et al., 2009). In addition, HC is also the main foundation of the company in implementing
operational aspects that cannot be done automatically by machines or computer equipment. Thus, the existence
of HC is absolutely necessary to make the company or organization able to carry out all its economic activities in
order to continue to survive and achieve its goals.

Human capital (HC) refers to all aspects possessed by HR, which have the potential to generate benefits, such as
knowledge, abilities, and competencies in important fields, as well as individual attitudes, behaviors, and talents
(Mohammadi et al., 2014). If in the context of a company, HC enable the company to compete and achieve its
objectives, then in a larger context, namely the country, HC can be seen as one of the main factors in production
activities that have a dominant influence in encouraging the increament of production. The higher the quality of
HC, the higher the quantity and quality of products. In addition, the production process will also be carried out
more effectively and efficiently (Jihene, 2013).

At a higher level, HC can have a role as a decision maker and economic policy maker. In this case, the higher the
intellectuality of HC, the more appropriate policies are made to overcome various economic problems being
faced. The quality of HC can be seen from a variety of individual abilities, such as the ability to overcome
problems, become leaders, and the level of expertise in a particular field (Mohammadi et al., 2014). One
indicator that can be used to determine the level of HC quality and its development is the Human Development
Index (HDI) (Arabi & Abdalla, 2013). The higher the HDI value, the higher the level of HC quality, which is
identical to the stable economic growth of a country.

According to data compiled by the United Nations Development Program (UNDP) (2016), it is known that the
value of Indonesian HDI in the period 2010-2015 did not increase much. If compared with HDI from developed
countries which are also included in ASEAN countries and located close to Indonesia, namely Singapore, there
will be a very striking difference in terms of the value of HDI and its annual increment.

Table 1. Comparison of Indonesian and Singapore HDI

Year Indonesia Singapore
2000 0,604 0,820
2010 0.662 0.911
2011 0.669 0.917
2012 0.677 0.920
2013 0.682 0.922
2014 0.686 0.924
2015 0.689 0.925

Source: UNDP (2016).

The data above shows that Indonesia’s HDI is very low when compared to Singapore’s. In addition, the annual
increment of Indonesian HDI is very small and is still around 0.6 from 2000 to 2015. This is different from
Singapore which showed a significant increase in HDI from 0.820 in 2000 to 0.925 in 2015.

The difference in HDI between Indonesia and Singapore shows that there are significant differences in HC
quality, while the difference in HDI increment from year to year indicates a difference in HC development
orientation. Singapore, which is able to increase HDI significantly from year to year, is a country that makes the
human resources quality development as a top priority in the national development agenda, which makes
Singapore become one of the developed countries that have very high HDI in the world. In contrast to Indonesia,
which has a low HDI and does not experience a significant increase from year to year, shows the lack of efforts
to emphasize the national development on HC quality aspects.

Indonesia’s economic growth does have a relationship with 1) household consumption, social spending, and
major events; 2) government consumption; 3) investment; and 4) exports and imports (Www.Kemenkeu.go.id,
2017). However, when problems occur in the form of slowing economic growth as they are today, more
fundamental thinking is needed to overcome them, namely by prioritizing development priorities to encourage
the improvement of HC quality owned by Indonesia. This can be done by increasing investment in HC in the
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form of building education and training facilities that have relevance to the needs of the workforce (Jhingan,
2012). In addition, investments can also be made through the construction of facilities and infrastructure that
facilitate public health needs (Arabi & Abdalla, 2013; Borojo & Yushi, 2015). HC quality improvement will
encourage the increasing role of HC as a production force as well as a crucial economic policy maker to
overcome various economic problems that exist in Indonesia.

5. Conclusions and Recommendations
5.1 Conclusions

Based on the overall discussion of this study, the conclusions that can be drawn include: 1) intellectual capital
has a fundamental role in overcoming the economic slowdown in Indonesia. One dimension of intellectual
capital, namely human capital, can have a diverse role, both as a factor of production and as an economic policy
maker, so that its existence and quality determine the success of the strategy formulation and its implementation
to overcome the economic slowdown in Indonesia; and 2) the role of intellectual capital, especially human
capital, can be realized if Indonesia changes its development paradigm to become more oriented towards the
development of human resources quality.

5.2 Theoretical Implications

This research contributes theoretically through the provision of an analysis that links theories that have
organizational scope, namely resource based theory (RBT) and intellectual capital theory, with the macro scope,
that RBT can not only be applied in a small scope such as organizations or companies, but can also be applied in
a larger scope such as in a country scale. Other contributions are in the form of an analysis of the relationship
between RBT and four theories of economic growth, that are classical growth theory, Schumpter theory, Harrod
Domar theory, and neo classical theory, namely in terms of human capital as the main factor that determines
economic growth.

5.3 Managerial Implications

The Indonesian government needs to make changes in development orientation to not only focus on building
business facilities, but rather on development that encourages the improvement of the quality of human resources,
such as the construction of quality education and training facilities that are relevant to the needs of the workforce.
In addition, the government also needs to increase the existence and ease of access to facilities and infrastructure
that guarantee public health. These orientation will be able to accelerate the improvement of the quality of
Indonesian human capital.

5.4 Suggestions

This research was conducted with qualitative methods based on data obtained from documentation studies on
data related to human capital and economic growth. Therefore, further research is needed to improve the results
of this study. Those advanced research can be done with quantitative methods and uses data on all dimensions of
intellectual capital and all indicators of economic growth.
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