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This paper templet is copyright by Global Conference on Business and Social Science organized by Global Academy
of Training & Research (GATR) Enterprise. Intellectual capital and knowledge are the most important assets of most
organizations to ensure that determined or intended strategies can be implemented. The resource-based view of the
firm considers the firm as a bundle of tangible resources, intangible resources, and organisational capabilities. An
effective I1C refers to the critical issues of organisational adaptation, survival and competence in the face of
discontinuous environmental change. KM is essential for retaining employees knowledge within a firm by using
appropriate technology and tools to capture and store the knowledge residing in the minds of its employees, so it can
be easily shared and reused. Thereis a growing realisation of the importance of the development and understanding
of theory for both Intellectual Capital and Knowledge Management in relation to guide the successful development
of Knowledge Management Organisations. This study is fundamental because it will provide the whole picture about
the different levels of knowledge; individual, group and organizational, which express internal knowledge (formal
and informal knowledge) and external knowledge such as customers and suppliers. The aim of this study isaddressed
some of the gaps in Intellectual Capital literature. It is necessary to investigate the interactions between IC
components in Knowledge management organizations, which include human capital (HC), Organizational capital
(OC), and Relationa capital (RC). This is important in order to discover the extent to which these factors work

together to achieve a network’s knowledge management in organization.
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Introduction

The growth of knowledge-intensive organizations has demonstrated that economic success relies more on
knowledge and its valuable applications than on tangible resources. In this knowledge economy, organizations
should understand the intangibl e assets that lead to competitive advantage and how these assets can be deployed
to compete and face the challenges. For instance, according to Riggins (2019), there are 10 reasons for corporate
collapse, namely ineffective board, poor communication, complexity, risk blindness, unhealthy company culture,
technological disruption, not enough working capital, and an information glass ceiling. The Intellectual capital
(IC) has become an important factor of competitive advantage and overcoming an environment of uncertainty
(Berraies, 2019).

Previous studies have tested the relationships between knowledge management and IC. The IC three
dimensions are HC, OC, and RC. To collect knowledge about employees’ skills, education, and training (HC),
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knowledge related to organizational (OC) Capital that provides infrastructure support to increase employee
knowledge and performance, and Relational Capital (RC) embedded in internal relationships known as social
capital, and external relationships such as those between a firm and its customers. Dimensions of IC is
considered as a key ingredient for exploratory and exploitative innovation activities (Duodu, & Rowlinson,
2016; Pedraza, & Velasquez, 2022). Researchers found that intellectual capital and the interaction among (1C)
dimensions have influenced incrementally and radically productivity and performance capability (Smriti, & Das,
2018; Yan, & Guan, 2018).

The Relation Between Knowledge M anagement and I ntellectual Capital

This research examined the relationship between KM and IC, there is till little understanding of how
organizations actually create and accumulate their IC by dynamically managing their knowledge (Nonakaet al.,
2000). There have been relatively few discussions on the relationship between KM processes and | C dimensions
(Waseem, & Loo, 2018). In addition, the relevant empirical research has yet to produce satisfactory evidences
on the nature of the relationship between the two constructs. Therefore, the exploration of the nature of the KM-
| C relationship continues to be an important issue that deserves further research attention (Pedraza, & Velasquez,
2022). The relationships between KM and I C to be analyzed are represented in the framework in Figure 1.
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Figure 1. Framework of the relationships between KM and IC.

Nowadays organizations tend to be knowledge repositories by harmonizing knowledge assets and
knowledge resources to survive and keep pace with a new market requirement. Therefore, intellectual capital
representsthe critical factor to increasethe firm’ sability to improveits performance and create anew competitive
advantage (unique or sustainable) (Pedraza, & Velasquez, 2022). Bhatt (2001) defined KM as the processes and
procedures that govern the creation, dissemination and utilisation of knowledge by merging organisational
structures and people with technology in order to better leverage resources within an organisation. Davenport et
al. (1998) have argued that knowledge management is concerned with the exploitation and development of the
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knowledge assets of an organisation with aview to furthering the organisation’ s objectives. The knowledge to be
managed includes both explicit, documented knowledge, and tacit, subjective knowledge. They also suggest that
management entails all of those processes associated with the identification, sharing and creation of knowledge.
As argued by Kong and Thomson (2009), the IC concept presents knowledge to three primary interrelated
indicators of IC, these are namely human capita, structural capital and relational capital.

KM and IC are vital sources of competitive advantage and organizational performance (Chowdhury et a.,
2019). It is imperative for organizations to use KM to accumulate I1C in order to cope with their increasingly
challenging environments (Pedraza, & Velasgues, 2022). Conceptually, KM and IC are related, as they include
the whole range of intellectual activities from knowledge creation to knowledge leverage (Bontis et al., 2018).

Knowledge management include organizational capacities, employees competencies, know-how, the
systems and processes that underlie an organization’s operations and the management of relationships with
stakeholders. These intangible assets have traditionally been divided across three dimensions. human, structural
and relational capital (Bontiset a., 2018; Chowdhury et al., 2019; Jardon, & Martinez-Cobas, 2021; Karamuddin,
& Abeysekera, 2021).

Knowledge management is intended to help organisations create, share, and use knowledge effectively
(Davenport et al., 1998). Scholars and practitioners from various disciplines agree that a transformation in how
organi sations capture knowledge isakey to preserving an organisation’ s Intellectual Assets and turning the assets
into capital (Bontis et a., 2018). Organisational knowledge for the entire enterprise must include the use of
Intellectual Capital (1C). Identification of the different types of knowledge available to an organisation isthe first
step towards understanding how to manage them. Intellectual capital has been recognized as an important
intangible asset that contributes and enhances afirm’ s successrate and generates the firm’ svalue, acknowledging
the significance of intellectual capital (1C) in the firm's strategic profitability and performance (Hsu, & Wang,
2012; De Castro et ., 2019; Pedraza, & Velasquez, 2022). It is a knowledge-based view of the company where
knowledge is the prime source of competitive power (De Castro et a., 2019). In this perception, knowledge is
the company’ skey resourceinits business strategy and it is used to produce the company’ s products and services.

According to the resource-based view (RBV) (Hsu, & Wang, 2012; De Castro et al., 2019) a firm’'s
intangible resources are more likely to contribute to firm performance. RBV suggests that a firm should focus on
its resource base first in performing actions, comprise of both tangible and intangible resources, rather than the
external environment (Tawahaet a., 2020). Researchersfound that intellectual capital and the interaction among
(IC) dimensions have influenced incrementally and radically productivity and innovative capability (Tawaha et
al., 2020).

IC consists of human capital, structural capital and relational capital. Human capital refers to the quality of
human knowledge that must react to market needs (Gogan et al., 2016). Structural capital refers to the
organizational infrastructure to produce outputs (Gogan et al., 2016). Relationa capital refersto the ahility of an
organi zation to establish sustainabl e rel ationshi ps with stakeholders (Tjahjadi et a., 2019). Therefore, design and
nature of KM must beinnovative to increase the contribution of these intangible resources (Pedraza, & Velasguez,
2022).

Similarly, KM has been defined in terms of human, management, or cultural dimensions (Davenport, &
Prusak, 2000). Some researchers explored KM within the individual perspective and argued that the transfer of
knowledge should be accomplished through innovative approaches, such as interactivity, rather than by relying
on information alone to efficiently transfer knowledge (Waseem, & Loo, 2018; Nonaka et al., 2000; Gogan et al.,
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2016).

Many researchers have focused on IC management. They explain the role of intangible resources and
capabilities in creating a competitive advantage and a better performance (e.g. Stewart, 1997; Bontis, 1998;
Davenport, & Prusak, 2000; Pedraza, & Velasquez, 2022). Therefore, they investigate therole of 1C in supporting
firm's outputs. Others have tried to investigate how firms built 1C though the use of variables such as
organizational culture (De Castro et al., 2019), ICT (Mohamed, & Mohamed, 2010), knowledge management
and corporate responsibility (Riggins, 2019).

Perhaps Roos (2017) explanation more adequately encompasses the complete deep perspective of KM by
defining KM as areciprocal process that creates and shares knowledge across an organisation. In thisview, KM
focuses on the growth and continual change and creation of knowledge within an environment. The authors offer
their definition based on organisational inputs, processes, behaviours, and perceptions. On the other hand,
Intellectual capital of an organisation is defined as all non-monetary and non-physical resources that are fully or
partly controlled by the organisation and that contribute to the value creation of the organisation (Roos, 2017).
Three domains of intellectual capital can be distinguished. Externa structure is a family of intangible
relationships with customers and suppliers, which may be partially converted into legal properties such as
trademarks and brand names. Theinternal structure includes patents, concepts, models, IT systems and processes
that are created by employees and owned by the company. The third domain is the individual competence of the
employees (Ammann, 2010; De Castro, 2019). However, the term Organisational capital (networks, culture and
systems) describes the internal structure of an organisation, for examples its strategies, core competencies and
culture, which is always context-specific. Capital that provides infrastructure support to increase employee
performance can be referred to as structural capital (Chowdhury et al., 2019; Ahmed et al., 2019). Customer
capital and relationships with stakeholders make up the external intangible assets of an organisation (Ahmed et
al., 2019). External forces play a part in determining the market position and strength of an organisation.

Knowledge Management and I ntellectual Capital and Human Capital

Different works have coincided in defining human capital as the collective capacity of an organization to
develop the best solutions based on the combination of knowledge, capabilities and competencies of the
individual s that compose an organization, as well asthe way in which they are managed and used (Bontis, 1998).
In resource-based literature, Human Capital (HC) isafirm’s primary strategic asset. The Resource-based view
(RBV) confirms that HC is a key resource in supporting competitive advantage, innovation and a firm's
performance. Most of the models proposed during the development of human capital theory draw on the premise
that the training, skills, capacities and creativity of the individuals that make up an organization are among the
rare, valuable, inimitable and non-replaceable intangible resources that allow the organization to increase its
value (Wang et al., 2014; Hsu, & Wang, 2012). For the majority of authors, this sub dimension is at the heart of
IC and integrates the most valuable resources for the knowledge in the organization (Berraies, 2019).

The human capital, in a very general sense, includes explicit and more importantly, tacit knowledge
embodied in employees, aswell astheir ability to generate it, which is useful for company’ s purposes, including
aptitudes, know-how, and attitudes (Martin-de Castro et a., 2019). The human capital (know-how, skills and
capabilities) in an organisation isthe most important intangible asset, especialy in terms of innovation (Waseem,
& Loo, 2018). The unique tacit knowledge of individualsis of immense value to the organisation asawhole. Le
and Chen (2023) stated Human capital is directly associated with the level of education, knowledge, and the
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abilities of an individual, which facilitate a flexibility in order to adjust to rapid changing situations related to
economic growth and business development.

HC embraces employees competenciesincluding knowledge, skills, talents, experiences, qualifications and
education (Edvinsson, & Malone, 1997; Roos, 2017; Hsu, & Wang, 2012). HC is embedded in the employees
minds. Martin-De Castro et a. (2019) emphasizes that HC relates to the tacit and explicit knowledge possessed
by employees. Firms can obtain this knowledge through renting or borrowing. HC is formed from genetic
inheritance and learning factors (e.g. Bontis, 1998). Consequently, the key challenge is how a firm obtains HC
to maximize its goalsin uncertain environments. HC isakey driver in creating value for afirm and in achieving
effective performance and competitive advantage (Pedraza, & Velasquez, 2022). Riggins (2019) states that an
organization with unskilled employees was at the mercy of competitive forces in a turbulent environment and
thismight lead to failure. A firm must invest in HC to improve its knowledge and skills; these will reflect on the
performance of both the firm and its employees (Riggins, 2019). Since HC is a valuable factor for performance
considerations, Firms should deal with employees as an asset rather than as a cost. In the service economies,
HC's importance and efficiency is considered to be one of the cornerstones of a successful organization.
Chowdhury et a. (2019) mention that, for both firms and employees, investment in HC could produce significant
outputs performance.

Knowledge Management and Intellectual Capital and Organizational Capital

Organizational Capital (OC) includes databases, software systems, organizational charts, corporate culture,
procedures manuals, strategies, policies and organizational routines (Cohen, & Kaimenakis, 2007). It integrates
explicit knowledge stored in databases, manuals and organizational tacit knowledge such as the rules and
procedures that allow the organization to function in a coordinated way (Bontis, 2002). Thus, this type of capital
that is considered by some authors as the organi zational memory of the company is both fueled by the employees
knowledge and aso serves to learn new things from them (Cohen, & Kaimenakis, 2007). The existence of a
database used by employees where problems and solutions within the company are identified is likely to help
them not to repeat errors and not to waste their time resolving problems that have already been solved (Martin-
de Castro et a., 2019; Berraies, 2019).

Knowledge sharing in OC is an essential tool, which motivates employees to exchange mutually formal and
informal knowledge. It contributes to the application of knowledge and supports innovation and competitive
advantage (Wang, & Wang, 2012). It transfers knowledge from one context to into another which needs it.
Knowledge sharing happens between different levels. For example, it moves between employees or from
individualsto agroup or organization (Chowdhury et a., 2019). This means that, through sending and receiving,
knowledge sharing includes often mutual exchanges of knowledge amongst organizations, groupsand individuals
(Bontiset d., 2018). On the other hand, knowledge application isan important factor in successful new processes,
services and products. Therefore, firms should continuously create, distribute and apply new knowledge to
reinforce innovation and sustainable competitive advantage (Bontis et al., 2018). In firms, it involves
organizational and individual users of knowledge (Berraies, et al., 2019). Knowledge application relates to
exploitation and transformation of new or devel oped knowledge into effective processes or commercial products
(Chowdhury et a., 2019).

OC consists of various structural elements, which are embedded in an organization and support employees
in doing their work to create wealth (Chowdhury et al., 2019; Pedraza, & Vleasgues, 2022). OC is “everything
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that supports employees’ productivity” (Edvinsson, & Malone, 1997). OC relates to an organization’ s knowledge
and codified experience; these are part of its organizational culture, its knowledge management system, efficient
processes and top management support. Process effectiveness includes the internal procedures which allow the
integration of knowledge which creates wealth for firms. Consequently, it represents non-human assets or the
organizational infrastructure through which HC can create added value (Bontis, 2002). If an organization has a
poor OC, I C does not accomplish itsaims. In other words, OC isacritical component in leveraging |C and it may
encourage employeesto perform their work better (Bontis, 1998). OC improvesthe employees knowledgewhich
turnsinto the organization's knowledge (Stewart, 1997).

Organizational structureis defined as how authorities and work roles are distributed in order to organize and
control decision-making activities (Chowdhury et al., 2019). The two major aspects of organizational structure
which include centralization and formalization (Riggins, 2019). In the other words, it relates to the amount of
employee participation in decision-making. Most previous studies have suggested that a decentralized
organizational structure can support organizational effectiveness whilst only some consider that high
centralization may have a positive effect on organizational effectiveness (Jardon, & Martinez, 2021). It is a
technique which guides and forms the employees’ behavior. Consequently, different employees perform similar
job activities. Therefore, high levels of centralization and formalization produce uniformity of behavior, action
and policing (Pedraza, & Velasguez, 2022).

Di Vaio et a. (2023) argued that organi zations should focus on more advanced digital platforms and engage
in an advanced holistic approach that fosters the organizational structure by increasing the reach, precision, and
speed of digital platforms and information processing systems. Presti et al. (2023) stated the shift from traditional
manufacturing to the concept of smart factory mainly derives from the huge amounts of data made available by
the digital transformation of the world

Knowledge Management and I ntellectual Capital and Relational Capital

Relational Capital has become a core research areain | C studies and business marketing. It is akey factor
in supporting the knowledge management in organization for competitive advantage (Martin-de Castro et a.,
2019). Firms, which build good relationships with partners, focus effectively on the main activities of serviceand
product quality. Socia capital is a significant internal social attribute, which impacts on individual, group and
organizational behavior (Nuryaman, 2015).

Relational Capital isthethird and last part of intellectual capital; it is also referred to asrelational or capital
employed (Nuryaman, 2015). Capital employed helps firms maintain a good relationship with their external as
well as their internal stakeholders, which include but are not limited to customers, consumers, government,
employees, creditors and suppliers. Relational capital encompasses two types of 1C assets: internal social capital,
based on internal relationships among organizational members (Gogan et al., 2016), and external social capital,
based on inter-organizational relationships between the company and its stakeholders, which is labeled by some
IC authors as “socia capital” (Martin-de Castro et al., 2019; Nuryaman, 2015). The SC materializes al the
resources resulting from the formal and informal social interactions of the individuals within the company
(Berraies, 2019), Social capital represents a valuable asset derived from the access to the resources that other
members of the team possess, through network or relationship structures (Kwon, & Adler, 2014). Bontis et al.
(2018) defined SC as knowledge, which isintegrated into an organization and used in the context of interactions
between individuals and their relational networks. Berraies and Ben Rejeb (2019) argued that the social network
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of members of boards of directors with customers, suppliers and other partnersis likely to permit them to have
fresh knowledge, which, in turn, leads to exploratory innovation.

In terms of customer capital, researchers have investigated relational capital in various ways, such as
customer capital, which represents firm’s individual relationships with customers; while others investigated
forward and backward relationships with customers and suppliers, and other researchers, who highlighted the
whole concept through investigating relational capital as relationships with customers, suppliers, and the
interactions between firm employees (Nuryaman, 2015; Pedraza, & Velasquez, 2022; Trivedi, & Srivastava,
2023). Customer Capital includes the connections that people outside the organization have with it, their loyalty,
the market share, the level of back orders, and similar issues. External relationships relate to the connection
between the firm and its stakehol ders such as sharehol ders, suppliers, customers, competitors and others. External
relational capital is defined as the knowledge which is produced from these relationships. It has become another
intangible asset for afirm (Le, & Chen, 2023).

In addition, Pedraza and V elasquez (2022) believe that for and IC success an open culture is significant in
enhancing communication top-to-bottom, bottom-to-top, and across the departments, in which the information
will be shared by all staff. The ability of the organisation to accept and encourage change is usually determined
by the culture within which a workforce operates (Trivedi, & Srivastava, 2023). Le and Chen (2023) indicated
the focus of social capital isthe relationship networks as well as director ties that are used to benefit individuals
or collectives. The ideal corporate culture for I1C is one where people within an organisation constantly and
continuously pursue sharing, learning and knowing, to enhance their job performance and improvetheir decision-
making capacity (Le, & Chen, 2023). Then they propagate what they know throughout the organisation, and store
itinthe KM repository.

Employees should be willing and free to explore their knowledge, and creative activities encouraged by
executives (Davenport et al., 1998). They should not fear that sharing or codifying knowledge will cost them
their jobs, advantage or status Individuals may feel that their knowledge is critical to maintaining their value as
an employee, thus linking it directly to job security. Under these circumstances employees will be reluctant to
share their knowledge with others (Le, & Chen, 2023; Trivedi, & Srivastava, 2023).

Conclusion

The relationship between Knowledge Management (KM) and Intellectual Capital (IC) are believed to
influence each other and vital sources of competitive advantage and organisation performance. KM and IC are
related asthey include the whole range of intellectual activities from knowledge creation to knowledge advantage
(Smriti, & Das, 2018). Through collecting and analysing information, it would be possible for organisations to
observe changes and learn from best practices of other organisationsin order to improve existing processes and
practices. Intellectual capital enables the knowledge creation activity to develop new capabilities, design new
products and services, enhance existing offers, and improve organisational processes. Individuals should be
encouraged to learn from participation in work groups with the staff working together to reflect on project
progress and outcomes and what could have been improved, and then reporting back to the group. Furthermore,
such integration focuses on both kinds of resources (internal and external) and on developing alink between the
firm’s sources of knowledge, and promote the absorption of strategic knowledge, particularly, the development
of new information and communication technologies, new methods, new suppliers of raw materials and the
response to the market or competitive needs.
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