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I. Introduction 
 

Human resources as labor or employees play an important role in improving 

productivity and achievement of predetermined objectives (Ningsih, 2018). Schultz (1961) 

coined the term "human capital" and defined it as "all human abilities that develop into 

talents or learned and valuable features and can be added with the appropriate investment 

will become human capital." Barro (2001) defines human capital more precisely as 

representing an organization's human elements, a combination of intelligence, competence, 

and knowledge that distinguishes a business. The human aspect of an organization is 

comprised of individuals who can learn, develop, innovate, and provide creative 

motivation, which, The long-term sustainability of the business can be guaranteed if 

adequately motivated. 

Human capital administration (HCM) focuses on data collection, analysis, and 

reporting supporting management levels and strategic value-added management in 

decision-making, investment, and operations. According to experts, the MHC demands a 

thorough analysis, assessment, and value assessment of human policies and practices. 

MHC is an approach defined by these specialists in human resources management; this is 

an area of significant strategic importance and is not allocated to HR, which regards it as 

an operational issue. (Coleman, 1998, Grossman, 2000). 

Baron and Armstrong (2007) stress MHC's aim to quantify capital by defining the 

accumulation of knowledge, expertise, the skills required for both creativity and other 

critical labor traits and that MHC incorporates measures to quantify their value and skills 

to effectively manage organizations. MHC is often more broadly defined without a focus 

on measurement. Human capital management is a coordinated effort, according to Ingham 

(2007), to advance human capabilities for exceptional results. MHC is the full evolution 

and organizational value of human potential, according to Afiouni (2013). According to 

him, MHC is a human development philosophy focused on human value creation. 

When answering four questions about value, scarcity, non-copying, and 

irreplaceability, a company is considered to have a competitive advantage (Barney, 2000). 

 

Abstract 

The aim is to provide the conceptual framework for the 
administration of human capital (MHC) and to show how human 
capital may be employed to secure the competitive advantage of an 
organization. Human capital is a concept referring to the extra 
value provided to organizations by humans. It stresses the 
necessity for strategic human capital investments through 
commitment, retention, talent management, and learning and 
development programs. These studies often mostly depend on an 
examination of the literature available for their data. Study results 
stress the relevance of human capital and the strategic measures 
that contribute to success and competitiveness. 

 

Keywords 

human capital 

management; human 

resource management; 

competitive advantage 

https://doi.org/10.33258/birci.v4i2.2023
mailto:riyanto.rw@gmail.com


Budapest International Research and Critics Institute-Journal (BIRCI-Journal) 
Volume 4, No 2, May 2021, Page: 3052-3058 

e-ISSN: 2615-3076 (Online), p-ISSN: 2615-1715 (Print)  
www.bircu-journal.com/index.php/birci 

email: birci.journal@gmail.com 

3053 

It is possible to increase the value of an organization by reducing the cost of a product or 

service or by differentiating products or services in a way that allows for higher pricing. A 

sustainable competitive advantage in a particular industry can be achieved by using three 

resources: physical, human, and organizational (Duschek, 2004). Competitors have 

demonstrated that two types of capital, physical capital, and organizational capital, can be 

duplicated and thus serve as sources of imitation. Reliability is one of the keys to gaining a 

competitive advantage. (Rengkung, 2015). 

Though human capital is considered the primary strategic resource of the 

organization, unique contributions from every employee have also been acknowledged. 

Connecting human capital to a resource-based vision is facilitated by adding value in a 

distinctive manner (Khotimah, 2017). Even when an organization's internal resources 

cannot be replicated, they can provide sustainability for their business. The resource-based 

model asserts that the essential asset for a company to increase its competitiveness is to 

effectively manage the workforce.  

 

II. Research Methods 
 

This study utilized a literature review and qualitative methodologies. Qualitative 

research collects and analyzes non-numerical data such as text, video, or audio in order to 

gain a better understanding of a concept, view, or experience. It is a technique for gaining a 

thorough understanding of a research subject or for coming up with new ideas for a study 

project (Moloeng, 2007). Secondary data was gathered for research purposes from journal 

articles, textbooks, and various other published and unpublished sources. This article 

conducts a review of the literature on human capital (HC) and human resource 

management (HRM). 

 

III. Result and Discussion 
 

3.1 Human Capital Management 

Human capital is essential, but unique contributions from every employee are equally 

important. Adding value distinctively is essential for connecting human capital to a 

resource-based vision (Khotimah, 2017). An organization's overall success relies as much 

on the number and quality of its internal resources as it does on the amount and quality of 

resources available outside. In the resource-based model, a company's most valuable asset 

is the ability to properly manage its workforce (Ruhana, 2012). 

MHC is a workforce strategy that views people as tools (Human Capital) capable of 

assessing present value and enhancing future value through investment. MHC support 

organizations ensure that employees receive clear and consistent communication regarding 

performance objectives. Managers must evaluate, reward, and hold staff accountable for 

achieving defined business objectives, innovating, and developing their company's 

activities sustainably. MHC, as defined by Baron and Armstrong (2007), is a method for 

individuals who perform their most critical roles and have the most significant influence on 

the company's fundamental competencies to improve their performance. MHC assists 

decision-makers by developing the company's human resources strategy by combining 

business and workforce intelligence on how people and ideas can be effectively used to 

achieve critical business objectives such as increased revenue, cost reduction, process 

improvement, and increased technology investment. Linn et al. (2003) define MHC as a 

guarantee that society's enormous potential is connected to the company's mission and 

strategic goals, maximizing the company's value to stakeholders. 
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The HRM approach is distinct from the work management approach, which aims to 

gain a competitive edge by integrating employee culture, structure, and strategy technology 

with a high level of commitment and capability. MHC is considered a "paradigm shift" in 

human resource management in comparison to the conventional approach. MHC 

approaches people as assets, whereas HRM views them as expenses (Mayo, 2001). 

In HC and HR, whereas human resources are concerned with the work of individuals, 

the capacity and training which individuals have are more concerned with human capital. 

Human resources can also be defined as an organization that recruits skilled employees. In 

contrast, human capital is a measure of the skills needed by future staff by the Department 

of Human Resources (Sinambela, 2021; Sidiq & Jalil, 2021). Another way to consider the 

distinction between HC and HR is to consider the various components of the two concepts. 

Human capital can be explained in material terms. Capital, in a broad sense, refers to an 

investment that has the potential to generate a return greater than the initial investment 

throughout its life. For instance, a factory can be considered a capital investment that 

generates returns for investors over the money invested in acquiring or establishing the 

factory and other operating costs. In a similar vein, capital investment in humans has the 

potential to generate dividends over the initial investment (Sudaryo et al., 2018). 

MHC is addition and strengthening concept for HRM. It's not taking its place. Both 

MHC and HR are essential elements in the process of managing HR. In terms of the 

processes, but also the strategic approach and people-centered approach it brings to each 

process, MHC is comparable to human resources management. By enabling HR 

professionals to identify and focus on actual value creation activities, MHC raises human 

resources management to a new level. 

Creating a culture that gives human capital a competitive advantage means more than 

just increasing recruitment or introducing new metrics. This is not an easy task, but it 

benefits the people who do it. In other words, they have a competitive advantage that is 

hard to copy (Lazear, 2009). Without the workers working on the machinery, equipment, 

inventory, and other assets, a corporation of the future would have no market worth. The 

real and future productivity machines of the future are human knowledge and skills. The 

widespread conviction is that a large part of the overall production capacity of a company 

may be accounted for in the case of current assets and fixed capital (Martin-de-Castro et 

al., 2006). 

Highly skilled individuals can perform their jobs more efficiently, resulting in lower 

unit costs. The capabilities of workers, particularly their creativity, are enhanced due to 

HC, resulting in more valuable products or services. According to Indrawati (2013), 

employee attitudes will influence customer satisfaction. Customer service is just as 

valuable as the connectivity of its employees. HC can help a company improve its 

performance by enabling it to understand and perform the quality, security, and timeliness 

complexities of different transferred business processes successfully. HC's specificity is a 

consequence of its rare and inimitable nature. Skills and human resources need to be 

developed and continuously updated, which is costly and impossible for all organizations, 

to make HC a scarceness of resources; tacit knowledge generated by social interactions 

makes HC a resource that cannot be replicated in a perfect fashion (Ongkoraharjo et al., 

2008). 

When HC is easily and quickly transferred between companies., competitors must be 

robust in preventing take-over attempts. Codified knowledge has an increased risk of 

expropriation because it is possible to articulate tacit knowledge. In contrast, it cannot be 

expressed or isolated from competition because it is incorporated into the organization's 

routines or human skills. In general, codified knowledge offers a competitive advantage 
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only insofar as it is protected by the company. Knowledge can be so well protected against 

imitation that even the organization that created it is difficult to spread. The organizational 

and knowledge portion of HC is highly unique. HC is most valuable and unique in the 

environment where it was first developed and developed (optimally). HCs are 

contextualized and unique in their unrivaled characteristics (Bryner et al., 2014). 

The organizations' ability to exploit the resource must be controlled to ensure that the 

characteristics of the HC organization provide a sustainable competitive advantage. For 

HCs to achieve full potential benefits, organizations must have systems and practices. The 

competitive advantage that results from creating long-term value is not the result of a one-

oil component but is the result of a combination, encouraging, encouraging, and rewarding 

the implementation of human resource development elements, strategically relevant 

components, and resource management systems. MHC, based on HC, assumes that it is 

unique, inimitable, precious, and irreplaceable due to its singularity to every company as a 

source of competitive advantage. 

 

3.2 Human Capital as an Advantage Resource 

It requires more than a quick fix in a control-oriented organization to turn human 

capital into a competitive advantage (Poulakan.et.all, 2019). This calls for the right people 

to be attracted and retained, and effectively managed. It is not easy to attract and retain the 

right people, but most organizations can do it with sufficient resources. Another story is 

how organizational structures and operating systems are developed and implemented that 

make human resources an enterprise source or competitive source of value. A proper 

management comfortability and design of most of the main operating systems must create 

a human capital-centric organization. 

Corporate leaders in HC-centered organizations, in the management of human 

resources, can and should do a lot. Leaders should assess the efficiency of the human 

resources management system of their organization and their employees' status. Leaders 

need to understand as much as they do about the financial and physical assets of their 

organization's human resources. Leaders need metrics that reflect the human resources 

situation of the organization accurately. They also need analyzes to show how management 

metrics affect the performance of the business. You must use the data to make strategic 

choices, assess senior managers and make decisions for your organizations on the design, 

change, and effectiveness (Riniwati, 2016). 

Top Managers certainly are crucial to the efficiency of a firm. The quality of a Top 

Manager of an organization, senior executives, and employee motivation and satisfaction 

has a direct impact on corporate performance. staff Staff (Tucunan et al, 2014). Leadership 

is only one of the main factors that affect the effectiveness of an organization. A series of 

studies show that most of the employee behavior is not determined primarily by the Top 

Manager or senior management but by the behavior of the supervisor or the supervisor of 

the employee. These are the people who can give the organization's members today the 

most critical motivation and guidance (Nulhaqim, et.all, 2019). These managers acquire 

and distribute technical and organizational knowledge concerning strategy implementation, 

change management, and work processes. They are also people whose behavior 

significantly shapes the culture in a manner that does not influence senior management 

behavior. 

Human resources have the primary function of strengthening corporate performance 

by enhancing management behavior and the quality of management of human resources 

and decision making on the organization. Human resources experts at all levels of the 

organization cannot and must not manage and lead individuals what human resources can 
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and should be done to boost leadership and management performance. It can also help 

design and implement a strategy and provide a clear and significant added value for a 

company whose people capital is its most important asset. 

Most well-run organizations' financial information systems provide an ideal baseline 

for evaluating information systems on human resources. Human capital information 

systems must pay the same attention and accuracy as financial reporting systems to 

physical asset measurements to measure human capital cost, performance, and condition. 

Information systems must monitor and report on the performance of an organization in 

essential sectors where human capital is the primary determinant of efficiency. They 

cannot just provide conventional financial data because they often deceive high-capital 

firms. A metric must be used to track the efficiency, production, condition, and value of 

the talent. 

MHC helps to increase the performance of an organization. Better-prepared 

individuals and a more suitable work environment are available from companies with a 

more significant concentration of HC (Boon et al., 2018), making integration between 

humans and culture more straightforward. Organizations can conceptualize different 

contracting requirements, efficiently carry out and supply transferred processes, act on 

real-time feedback and learn from them, and develop new ways to work through the 

employees' formal training, work-based knowledge, and relevant work experience. And 

conduct sometimes, even better, business. This training should, once again, focus on the 

integration of the inner resources of the organization so that the specific skills necessary 

for the effective management of the internal resources are provided. All this might 

gradually increase the quality of services given and create leases (Boon et al., 2018). 

MHC contributes to an organization's performance. Better-prepared personnel and a 

more adapted work environment are accessible in firms with a higher proportion of HC 

(Boon et al., 2018). Organizations can envision various contractual needs, carry out and 

provide transferable processes quickly, act on and learn from real-time feedback, and 

establish new methods of working through employee training, expertise based on their 

jobs, and appropriate work experience. And occasionally do business, even better. This 

training should again focus on integrating the organization's internal resources so that the 

specialized skills needed for effective internal resource management are imparted. This 

could progressively improve the quality of services and produce rentals (Benevene & 

Cortini, 2010). 

In other words, when strategic managers have an organizational grasp of dynamic 

resources and capabilities, key investments can be better managed; in other words, 

increased management expertise can assist mitigate the link between R and D deployment 

and value creation. HC must be incorporated in the procedure to optimize performance. 

Core competencies that can help improve the company's performance are necessary at the 

organizational level. The management of human resources organized around essential 

skills affects performance. Because HC is a scarce resource, performance is difficult to 

enhance directly. Only when applied and successfully translated to the particular work at 

hand, can HC boost its performance. These duties are performed with the help of tools 

given by companies. 
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IV. Conclusion 
 

In today's knowledge-based economy, humanity is more critical. Human capital is 

essential for survival and competitive advantage in a changing environment. Organizations 

place a premium on HC because they believe that HC is the only way to achieve a 

competitive advantage. Additionally, competitors find it difficult to replicate equal 

employees in every area because each company's employees are unique and can be 

distinguished from their competitors. Organizations are now attempting to boost employee 

performance through the effective implementation of human resource policies. The 

company will concentrate its human resources efforts on improved decision-making, 

effective communication, and new and innovative ideas throughout the organization. To 

ensure that employees have an adequate competitive advantage, the company's business 

strategy and human resource practices must first be analyzed. A comprehensive human 

resource management model and collaborative working relationship should be established, 

and businesses should also promote long-term thinking, core talent development, and 

analytical knowledge. The administration of human resources should be considered as a 

strategic activity that conforms to the overall strategy of the firm. The development and 

maintenance of a competitive benefit depend on human resources. The development of 

human resources is not the sole duty of the Department of Human Resources. The ability to 

build a positive atmosphere depends on innovation and creativity in the organizations. All 

are considered to be the same, but distinguished human capital requires high management 

sanctions as a competitive advantage. 
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