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The Relationship between Human Capital,
Relational Capital and Capital Structure in
Encouraging Business Performance: A Study in
Creative Industry of Batik Trusmi, Cirebon
District, West Java, Indonesia
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Abstract---Aim the research is to test the level of relationship between Human Capital dan Relational Capital
with Structure Capital dan Business Performance that develops the Batik creative industry in Trusmi in Cirebon
District, West Java. The research respondents regarding business and workers in this industry sectors amounted to
10 creative industries with 10 employees each. The research method is survey, primary data sources with
questionnaires, interviews and observations as a data collection tool on the object of analysis. Test data using the
validity, reliability and classical assumptions test with product moment assessment analysis tools and
determination. The results of the study indicate that the level of the relationship between; 1) Human Capital and low
Category Capital Structure, 2) Human Capital and Financial Performance are very low, 3) Human Capital and
Financial Performance are very low, 4) Human Capital and Optional Capital are strong category, 5) Working
Capital and Capital Structure are very low, 6) Relational capital and very low financial performance, 7) Relational
capital and very low financial performance, and 8) Capital structure and business performance are very low. Being
able to separate from the levels built by dominant variables gives a low influence except between Capita Humans
and Relational Capital giving strong ones.
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I. INTRODUCTION

The existence of creative industries in Indonesia is not as lucky as creative industries in other countries such as in
Malaysia for example. This Malaysia industry contributes 1.27% of the country's income (Creative Industry
Business Study, MDEC 2008) and is able to provide 0.4% or 45,031 jobs for the population of the country or
equivalent to 10,890,000 workers in the sector out of the total population of 28.31,000 Creative Study, MDEC
2008). While the opportunities offered by this industry in developed countries such as UK 4.50%, Hong Kong
5.30%, United States 5.90 %%, Taiwan 3.60%, Australia 3.80% and Singapore 3.40% (Center for Hong Kong
University's Culture Policy Research HD, Baseline Study on Hong Kong Creative Industries, 2013).
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In a company there are two categories of assets, namely Tangible Assets and Intangible Assets. In operation, the
two assets have different characteristics according to their functions. Assets that are tangible will depend on
intangible assets. Tangible Assets the functional level will be determined by how the Intangible Assets exist. In
other words, the better intangible assets will have an impact on both tangible assets and vice versa. In a further
context, Intellectual capital or IC is a knowledge capital owned by an organization or company that consists of three
components, namely human capital (HC), structural capital or SC, and relational capital or RC (Sigit Hermawan,
2013: 1). Specialy IC is the most recognizable form of science and technology that is owned by the organization of
every personal worker it has. As an intangible asset has advantages over tangible assets because of the ability of IC
in moving physical and non-physical resources to achieve company goals. This means that if the Creative Industry
has a good IC it will be able to manage information and science and technology by human capital (HC). Apart from
that an industry has a work structure, procedures and good work systems to determine the direction of the company
in achieving its objectives with structural capital (SC ), and will also have good relations with internal and external
parties of the company by having relationship capital (RC).

The business conditions of batik in Cirebon district, especially in Trusmi, have a pattern of development that
combines traditional elements as a hereditary effort from generation to generation with modernization as an
unavoidable demand of the times. This fact has a big influence in optimizing IC well, those who will be able to
manage physical and non-physical resources will ultimately be able to improve the performance and
competitiveness of the business. The opportunity to optimize IC is important to see such a big opportunity for Batik
products that have been designated as authentic Indonesian products by UNESCO. But besides opportunities also a
quite heavy challenge because of the flood of products Chinese batik (printing) with low prices and consumers find
it difficult to distinguish it will make local Batik products (Cirebon) not sold in the market and will shut down the
Batik Trusmi-Cirebon industry.

The importance of IC for creative industries is also supported by several studies, including in the study of Sigit
Hermawan (2013) which found that the importance of IC in relation to the performance of creative industries, Cohen
and Kaimenakis (2007) stated that IC management contributed positively to the performance of small and medium
enterprises and Medium Sized Enterprises or SME's) in Greece. The results of the F-Jardon and Martos (2009) study
on IC management in Argentina state that the dimensions of IC, namely structural capital, directly influence the
performance of SME's existing wood in Argentina. While other dimensions such as human capital and relational
capital indirectly influence through structural capital towards the performance of timber companies (SME's) in
Argentina. The results of the two studies are also supported by the research of St-Pirre and Audet (2011) and
Steenkamp and Kashyap (2010) which state that IC influences and is important for the performance of SME's. This
study is an answer to the findings in the field regarding the above conditions, which will discuss Human Capital and
Relational Capital in the Correlational Perspective with Structure Capital in encouraging Financial Performance.
Apart from that, each dimension of the variable will also be analyzed about the performance of the batik creative
industry from the perspective of financial and non-financial performance.

Il. LITERATURE REVIEW

The role of IC in improving the business performance of the batik creative industry needs to get more special
attention in an effort to answer consumer needs and win the competition. This variable contribution will have a very
strong impact between 50% and 90% on value creation by the firm, while the value creation by the firm has an
impact of 10% to 50% (Sigit Hermawan 2013: 2). By definition this IC can be explained from several literary
sources as follows. The Society of Management Accountants of Canada (SMAC)define intellectual assets as
follows: In balance sheet, intellectual knowledge-based items, which the company owns which will future stream of
benefits for the company (IFAC 1998).

According to Sveiby (1998) "The invisible intangible part of the balance sheet can be classified as a family of
three, individual competence, internal structural, and external structure . Meanwhile Leif Edvinsson as quoted by
Brinker (2000: np) equate intellectual capital as the sum of human capital, and structural capital (for example,
relationships with consumers, technology networks information and management). According to Klein and Prusak
"... we can define intellectual capital operationally as intellectual material that has been formalized, captured, and
leveraged to produce a higher valued asset "(Stewart 1994). According to Sveiby (1998) "The invisible intangible
part of the balance as classified sheet a family of three, individual competence, internal structural, and external
structure . Meanwhile Leif Edvinsson as quoted by Brinker (2000: np) equate intellectual capital as the sum of
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human capital, and structural capital (for example, relationships with consumers, technology networks information
and management).

Many management experts expressed the opinion that intellectual capital has three main components or elements
(in Sigit Hermawan, 2013) such as Stewart 1998, Sveiby 1997, Saint-Onge 1996, Bontis, et al, 2000 namely:

1.Human Capital Human capital (HC) is a lifeblood in intellectual capital. Here is the source of innovation and
improvement, but it is a component that is difficult to measure. Human capital is also a place to source very useful
knowledge, skills, and competencies in an organization or company. HC reflects the collective ability of the
company to produce the best solution based on the knowledge possessed by the people in the company. Human
capital will increase if the company is able to use the knowledge possessed by its employees (Saudi, 2018). Moon
and Kym (2006) provide examples that are included in the HC section are employee capabilities, employee
satisfaction and employee sustainability. For employee sustainability this is important because it is related to the
entry and exit of employees. Companies with high employee sustainability will be easier to achieve company goals
because they are no longer confused with the entry and exit of employees. Whereas Chen et al (2004) and Sharabati
et al (2010) add that employee creativity is also an important part of human capital.

2.Structural Capital or Organizational Capital (Organizational Capital) Structural capital (SC) is the ability of an
organization or company to fulfill the company's routine processes and structures that support employees' efforts to
produce optimal intellectual performance and overall business performance. For examples the company's
operational systems, manufacturing processes, organizational culture, management philosophy and all forms of
intellectual property owned by the company. Or according to Bontis (2001: 45) is everything that will be left in the
office when employees go home. Meanwhile CIMA, 2005: 2, defines SC as knowledge within the company. It
consists of organizational routines, procedures, systems, culture and databases. For example, organizational
flexibility, documentation services, the existence of a knowledge center, the existence of a knowledge center,
general use of information technology, and organizational learning capacity. SC can also be said or synchronized
with Organizational Capital (OC). IFAC is one party that equates between SC and OC. According to IFAC (1998:
9), organizational capital (OC) includes organizational capabilities developed to meet market needs as well as
patents. Thus every patent, trademark, management tool, improvisation technique, information technology system,
or research and development business that is implemented or will be implemented Strategy and Business Journal,
Vol 1 No. 2, October 2013 (pp. 98 - 115) to develop effectiveness and company profitability can be
categorized in organizational (structural) capital.

SC also deals with efforts to build mechanisms and organizational structures that can help employees in an effort
to optimize their intellectual performance and overall business performance. An individual can have high
intelligence, but if his organization has bad systems and procedures, the intellectual capital that is owned in its
entirety will not reach its full potential. An organization with a strong structural model will have a culture that
supports and enables individuals to try many things, also to fail, learn and try again (Bontis, 1998: 66).

3.Relational Capital or Customer Capital Relational capital (RC) or customer capital (CC), including
organizational relations with outside parties such as customer loyalty, goodwill, supplier relations (IFAC, 1998: 9),
and relationships with community (Moon and Kym, 2006). Meanwhile CIMA (2005: 2) defines RC as all resources
related to the company's external relations - with customers, suppliers, or partners in research and development. This
is part of HC and SC that relates to company relations with stakeholders (investors, creditors, customers, suppliers),
as well as their perceptions of the company. For example, image, customer loyalty, customer satisfaction, supplier
relations, commercial strength, negotiating capacity with financial entities, and environmental activities. According
to Bontis (1998: 67), the main theme of RC or CC is knowledge of marketing channels and relationships with
customers. CC also presents potential things from the organization obtained from intangible assets that have passed.
These intangible assets include knowledge that is embedded in customers, suppliers, government, or related industry
associations. So the essence of CC is embedded knowledge related to external relations to the company. Some
examples included in the dimensions of RC or CC are brands, customers, customer loyalty, company names,
backlogs orders, distribution channels, business collaboration, licensing agreements, profitable contracts, franchise
agreements (IFAC, 1998: 9), basic capabilities marketing, and market intensity (Chen et al., 2004), and relations
with the community (Moon and Kym, 2006). Another example is given by Marr (2008: 2) that included in RC or CC
are formal relationships, informal relationships, social networks, partnerships, alliances, brand images, trust,
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company reputation, customer loyalty, customer agreements, license agreements, distribution agreement , and joint
ventures.

Based on the theory above, the level of relations between dimensions in the variables studied can be modeled as
follows:

IC factors: 1. 1) training programs, 2)
credential, 3) experience, 4)
competence, 5) recruitment, 6) -
mentoring, 7) learning programs, 8) Human Cap":al . .
individual potential and personality. 1) Financial
company operational systems, 2)
manufacturing processes, 3)
organizational culture, 4) management
philosophy and 5) all forms of
intellectual property owned by the Structrure Capital Business Performance
company. 1) the harmonious or
association network relationship that
the company has with its partners, both
from reliable and quality suppliers,
comes from loyal customers who are
satisfied with the services of the
company concerned, 2) the relationship
between the company and the
government around.

Realational Capital . .
Nonfinancial

Figure 1: Research Mind Framework

From the framework of the above research shows that intellectual capital has three dimensions, namely 1) human
capital, 2) capital structure, and 3) relational capital that has correlational to the performance of the industry both
financially and non-financially. Linkages between the dimensions of the actual variable capital in the three
dimensions of performance can be explained in the paradigm as in figure 2.

Based on the research paradigm above, the context of this study aims to measure the level of correlation given by
human capital, structural capital and relational capital to financial performance, nonfinancial performance and the
performance of creative industries in the analysis of Trusmi batik center in Cirebon Regency. The importance of this
research is to find out how strong the level of relations between intellectual capital and the performance of the batik
creative industry in Sentra Batik Trusmi Cirebon Regency, which can be used as a basis for decision making for
relevant parties in policy making, including the development of this creative industry in the future which will come.

11l. RESEARCH METHODS

The research method used in this study is a Quantitative Method, which is a research method that can be counted
in number with the help of statistical methods or tools. Cooper and Schindler (2008, p.164) impose that quantitative
research is "Quantitative research attempts on precise measurement of something"”. Thus the quantitative method is a
method that seeks to provide the right measurements. As the primary data this study was obtained from direct
respondents, namely batik creative industry entrepreneurs in the Trusmi-Weru District, Cirebon Regency, using
questionnaires, observations, while the secondary data was obtained from various sources such as other party
research, books, references, laws and regulation from other relevant agencies, such as: UMKM Cooperative Office
and Industrial Trade, West Java city BPS, Business Associations in West Java.

Figure 2: Research Paradigm

DOI: 10.37200/1JPR/V2412/PR200588
Received: 02 Jan 2020 | Revised: 15 Jan 2020 | Accepted: 28 Jan 2020 2894



International Journal of Psychosocial Rehabilitation, Vol. 24, Issue 02, 2020
ISSN: 1475-7192

The population of this study were batik creative industry entrepreneurs spread in the Trusmi area (Trusmi Kulon,
Trusmi Wetan, Kebon Asem, Blok Sibunder, and Panembahan), Weru District, Cirebon Regency. The number of
entrepreneurs or batik artisans in all industrial and trade centers obtained from the Association of Batik Craftsmen
and Entrepreneurs in Cirebon District stated that the number of batik entrepreneurs is not less than 500 artisans and
75 batik entrepreneurs. Taking into account the accuracy of data and business reality such as: 1) business continuity,
2) medium to large scale business, 3) ownership of large roadside show rooms / shops, 4) having permanent
employees in accordance with Law No. 13 of 2003, 5) following the latest developments in information and
technology, 6) owning and using virtual business media such as online shop, web et, and 7) managed / owned by the
younger generation. Then 10 companies / entrepreneurs / batik artisans were selected from 75 companies /
entrepreneurs / artisans in the area of Trusmi batik center, Weru District, Cirebon District.

Data obtained from respondents still have an ordinal scale, therefore it is necessary to do various test data so that
the results are in accordance with the parameters of parametric statistics. That data will be processed using the basic
concept of linear regression, the minimum data must have an interval scale. The data can be transformed from
ordinal to interval by using successive interval method (MSI), Test the data needed in this study, namely: 1) Test
Validity, 2) Test Reliability, 3) Classical Assumption Test, and 4) Normality Test Data. To measure the level of
relationship between the independent variables and the dependent variable used, the measurement tools for the
Product Moment and Correlation Coefficient measurements were used.

IV. RESEARCH RESULTS AND DISCUSSION

After data collection and data analysis with statistical assisted software, the results of the research can be
presented as follows:

Table 1: Research Variable Correlation Levels

Variable Human Relational Structure Financial Non

Capital Capital Capital Performance Financial
Performance

Human - 0.785 0.280 0.149 0.155

Capaital

Relational 0.785 - 0.161 0.016 0.016

Capital

Structure 0.280 0.161 - 0.004 0.155

Capital

Finance 0.149 0.016 0.004 - -

Performance

Non Finance 0.004 0.034 0.155 - -

Performance

Based on Table 1 above, it can be explained further as in Table 2 below:Tabel 1:

Table 2: Research Variable Correlation Degrees

No Variable Analysis Coefficient Coefficient Expalanation
Corelation Determination

1. HC WITH SC 0.280 7.84 Low

2. HC WITH FP 0.149 2.22 Very Low

3. HC WITH NFP 0.155 2.40 Very Low

4. HC WITH RC 0.785 61.62 Strong

5. RC WITH SC 0.161 2.59 Very Low

6. RC WITH FP 0.016 0.26 Very Low

7. RC WITH NFP 0.034 0.12 Very Low

8. SC WITH FP 0.002 Very Low
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The level of correlation built from eight (8) variables examined above shows that most of the variables
that are correlated have a low level of relationship, namely:

1. HC with FP of 0.149

2. HC with NFP of 0.155

3. RC with SC of 0.161

4. RC with NFP of 0.34

5. SC with FP of 0.004

While the level of the relationship that has a strong correlation is only possessed by the HC for RC at 0.78. Thus it
can be interpreted that the level of relationship or correlation that occurs from Human Capital with Financial
Performance and Nonfinancial Performance in the batik creative industry in Trusmi Cirebon Regency is very low.
Correlation between Relational Capital and Not financials Structure Capital and Performance is also lace. This
indicates that the capital performance of relations has a low impact on organizational capital and non-financial
performance. Finally, Structure Capital also has a poor / low relationship with financial performance in this batik
creative industry. The only variable studied that has a strong relationship is the correlation between Human Capital
and Relational Capital with a value of 0.78, this relationship has a strong impact. This means that the factor of
human capital has a relationship that really determines the operational relationship with suppliers, customers,
government and the surrounding community. The level of firmness of the results of this study will be more visible in
the results of the analysis when viewed from the effect coefficients of each variable, it appears that out of the eight
(8) variables examined only the HC effect on RC has a large effect worth 61.62%. Overall the level of correlation
will be visualized in the picture as follows:

HUMAN CAPITAL

FINANCIAL
PERFORMANCE
STRUCTURE
CAPITAL

RELATIONAL - — NONFINANCIAL
CAPITAL —— _ PERFORMANCE

Figure 3: The Research Results Paradigm

V. CONCLUSIONS AND IMPLICATIONS

Based on the results of the above research it can be concluded that the majority of the relationships between the
dimensions of the Intellectual Capital variable and other Intel Capital dimensions have very low values, except the
relationship between Human Capital and Relational Capital has a strong degree. Whereas the relationship between
the dimensions of variable intellectual capital and Business Performance is also low for both financial and
nonfinancial performance, thus the business performance built by the creative business industry in the Trusmi batik
center in Cirebon Regency has a very low relationship and contribution today with intellectual capital. Therefore this
condition requires the attention of various interested parties, especially business people and the government. The
running of this creative industry is currently supported more by the condition of its Human Resources, both as
owners, workers and artisans who have strong relationships with suppliers, government, consumers and the
environment.
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