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INTELLECTUAL CAPITAL IN THE THEORY OF THE FIRM?
Abstract

Intellectual capital has an inevitable role in the value creation process and
represents significant determinant of the firms’ market success. In the contemporary
circumstances, firms achieve and sustain their competitive advantages by mobilising
and profitably exploiting intellectual resources. Therefore, the aim of this paper
is to overview the evolutionary process of intellectual capital through theoretical
examinations of different theories. The first notion of intellectual capital is connected
with the resource-based view, then the dynamic capabilities and finally, the knowledge-
based approach. The paper points toward increased importance of intellectual capital
in contemporary circumstances.
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HUHTEJIEKTYAJIHU KAIIUTAJI Y TEOPUJU ®UPME

AnCTpaKT

Hnmenexmyansu Kanuman uma HeusoCmasHy Y102y y npoyecy Cmeaparsa 8peoOHoCchiiL
U NPeoCmasba 3HAYAHy 0emepMUHAHIY MPXCUWHOoR Ycnexa upmu. Y caspemenum
yenosuma, Qupme ROCIUACY U 00PHCABA]Y KOHKYPEHMCKY NPEOHOCT MOOUTU308AIbeM
u npopumabunnum Kopuwhersem unmenexmyannux pecypca. Omyoa, yums 0802 paoa
Jje 0a mpukasice e8onyYUOHU NPoYec UHMEIEKMYAIHO2 KANumand Kpo3 meopujcko
ucnumuearbe paznuuumux meopuja. Ilpeu nomen unmenexmyanHoz Kanumaia je
NOBE3aH Ca PecypcHUM NPUCYROM, 3AMUM ¢ OUHAMUYKUM CHOCOOHOCIUMA U
HA Kpajy, ca npucmynom 3acHosamum Ha 3Hawy. Pao yxasyje na nosehanu snauaj
UHMENEKMYATHOE KANUMANA Y CA8PEMEHUM YCI0BUMA.
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Introduction

One of the main research topics in the area of strategic management is to understand
the source of sustainable competitive advantage of a firm. Starting from 1960s onwards,
studies have mainly been structured on the basis of a single framework which implied that
firms achieve sustainable competitive advantage by implementing strategies that use their
own internal power (resources), through responding to the opportunities outside the firm,
thereby neutralising external threats and avoiding internal weaknesses (Barney, 1991, p. 99).

Most of the research on sources of sustainable competitive advantage are focused
on identifying opportunities and threats (Porter, 1980; 1985), describing the strengths and
weaknesses (Penrose, 1959; Stinchcombe, 1965), or analysing their connection with the
selected strategies. Although certain attention is paid to the internal analysis of organizational
strengths and weaknesses, the primary focus of research in this period was directed towards
the external analysis of opportunities and threats in a competitive environment (Barney, 1991,
p. 100), and researchers aimed to describe the favourable background conditions that lead to
achieving high business performance (Porter, 1980; 1985). Thus, for example, Porter’s five
forces model (Porter, 1980) identifies the characteristics of the attractive industries, hence
suggesting that opportunities will be greater, and threats smaller in such industries.

Until the 1980s, mainstream managerial theories focused on the external environment
of afirm (i.e. industry structure) as a basis for understanding the competitive advantages (Roos
& Roos, 1997, p. 414). Within the strategic analysis of the external environment impact on
the competitive position of a firm, little attention was paid to the influence of unique, specific
characteristics of a firm on its competitive position. Specifically, these models of competitive
advantages were based on two simple assumptions: 1) firms within the same industry (or
strategic group) are identical in terms of strategically important resources that control and
strategies that follow (Scherer, 1970; Porter, 1981; Rumelt, 1997); 2) in the case of the
occurrence of heterogeneous resources in a particular industry or group, this heterogeneity
will be short-term, because the resources that firms use in implementing their strategies are
very mobile, i.e. they can be bought and sold in the production factor market (Barney, 1986;
Hirshleifer, Glazer, & Hirshleifer, 2005). In other words, according to neoclassical economic
theory, it was believed that resources are identically distributed within the industry and that
are easily accessible by competing firms. Accordingly, the role of management was to come
up with new, better ways to combine products and markets considering the bargaining power
of suppliers and buyers, entry barriers and potential substitute technologies and/or product
(Roos & Roos, 1997, p. 414). The key message of Porter’s theory of competitive advantage
was that the environment is more important for creating competitive advantage than actions
inside the firm (Roos & Roos, 1997).

However, in the 1980s, this view was replaced with a new perspective - the resource-
based theory of the firm. Based on some elements raised by Penrose in her work in 1950s
(Penrose, 1959), the proponents of this theory believe that the competitive advantage cannot
be only attained through different combinations of products and markets in a particular
industry, but through the differences that exist in the combination of the different resources
in the firm, where the resources are considered as strength or weakness of a certain firm
(Wermnerfelt, 1984, p. 172).

By further elaboration of these ideas, Barney (Barney, 1991) has developed four
criteria for determining what kind of resources provide a sustainable competitive advantage:

14 EKOHOMUKA EEX3]



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

1) value for the consumer; 2) rareness in comparison to the competition; 3. inability to
imitate; and 4. sustainability. The only resource that seems to be able to meet such set of
criteria is “knowledge”: invisible assets (Itami, 1987), the absorptive capacity (Cohen &
Levinthal, 1990), core competencies (Prahalad & Hamel, 1990), strategic assets (Amit &
Schoemaker, 1993), organizational skills (Zander & Kogut, 1995), intangible resources
(Hall, 1992), organizational memory (Walsh & Ungson, 1991) and so on. For example,
Itami (1987) considers the invisible assets as the most important resources in the production
process, which are based on a free exchange of information, both within the company, as well
as with the environment.

The next logical step of the researchers who tried to understand the nature of
knowledge was the categorization of knowledge. Although there have been various proposals
such as: embedded knowledge, encoded knowledge, procedural knowledge (Blackler, 1995;
Lam, 2000), the most used distinction is on implicit and explicit knowledge (Polanyi, 1966).
Further, there is a distinction in terms of individual and organizational explicit and implicit
knowledge (Lam, 2000, p. 491; Krsti¢, 2014, p. 104).

Based on all this, it can be pointed out that research in the field of strategic management
shifted its focus from studying the external environment or industry structure to the study of
heterogeneous resources within the firm or its capabilities, competencies and knowledge as a
source of sustainable competitive advantage. Therefore, the aim of the paper is to overview
the evolutionary process of intellectual capital through the lens of various theories.

The paper is structured as follows. The introduction gives the brief overview of the
subject of the paper. The first section is devoted to the intellectual capital theory. Afterwards,
the resource-based theory, the dynamic capabilities theory, and the knowledge-based theory
are overviewed. At the end, the conclusion sums up the main findings and points out the
importance of intellectual capital within the different theoretical stands.

The Theory of Intellectual Capital

The theory of intellectual capital draws its roots from both management and
macroeconomic theory. The intellectual capital theory is a new prominent theory which
is based on the premise that, in the contemporary circumstances, intangible assets not
disclosed in the balance sheet are very important for the firm’s operations, since they
can significantly increase the value of assets or the market value of the firm (Kolakovi¢,
2003, p. 925). This theory is based on the belief that the wealth of the firm depends on
the human, structural and relational capital, and value is created by converting one form
of capital into another form (Kolakovi¢, 2003, p. 925).

The origins of the concept of intellectual capital in the 20th century are associated
with Taylor and his book “The Principles of Scientific Management” from 1911, in which
he writes about knowledge, experience and skills of employees (Taylor, 1911). Sometime
later, the idea of intellectual capital has also been found in the works of Chamberlin
(1933) and Robinson (1933), who emphasized that firm’s capabilities, technical know-
how, trademarks, brands, patents, etc. are key to the business success.

Further progress in the economic theory was done by Schumpeter (1934) “who
emphasised the recombination of knowledge as a necessary precondition for the
appearance of new innovative products” (Radenovi¢ & Krsti¢, 2017b, p. 191). Elements
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of the theory of intellectual capital can be found in Simon’s “Administrative behaviour”,
who believed that intellectual capital was limited only by a bounded rationality of
employees in a firm, i.e. human cognitive capacities (Kolakovi¢, 2003, p. 928).

A significant contribution to the development of the theory of intellectual capital
gives Penrose in her “The theory of the growth of the firm” from 1959, in which she
points out that the unique intangible intellectual resources and unique capabilities of the
firm are the key determinants of business performance (Krsti¢, 2014). At the same time,
she emphasizes the importance of management in using available internal resources,
i.e. their experience and skills in converting resources into products that will meet the
needs of the consumers, thus contributing to the exploitation of market opportunities.
Otherwise, the term intellectual capital is originally linked to Machlup (1962), who
coined it to highlight the importance of knowledge for growth and development of firms
and national economies (Radenovi¢ & Krsti¢, 2017a).

A special contribution to the development of the theory of intellectual capital gave
Polanyi (1966) by differentiating the explicit and implicit knowledge and emphasizing
that the success of a firm could be achieved only through their interaction. Inevitable
place in the development of the concept of intellectual capital certainly belongs to Romer
(Romer, 1990), who made a significant contribution to the endogenous growth theory.

In addition to Romer, many other authors, who independently studied intangible
assets, are important for the emergence of the concept of intellectual capital. Namely,
there are three different schools which in their own way contributed to the development
of the theory of intellectual capital (Kolakovi¢, 2003, pp. 930-931):

- The “Japanese school” led by Itami, who in the 1980s studied the contribution
of invisible assets in the case of Japanese firms, and stressed the importance of
intangible assets for the modern firms thus prompting the significant research
of intangible assets worldwide. Within this school it is important to mention
Nonaka and Takeuchi (Nonaka & Takeuchi, 1995) who dealt with the issue
of knowledge management and described how Japanese firms innovate their
business by implementing and disseminating explicit and implicit knowledge,
thereby highlighting that organizational knowledge cannot be created by
firms, but only individuals who work in them.

- The resource-based theory, which starting from the positions of Penrose
(1959), Rubin (1973), Wernerfelt (1984), Barney (1991) and Rumelt
(1997), put an emphasis on resource efficiency, with special attention to the
management of intangible intellectual resources, and strategies for the use of
existing resources. Also within this group following contribution could be
added:

o Nelson and Winter (1982), in the context of evolutionary theory, who
viewed the firm as a “warehouse” of knowledge, with special emphasis
on organizational routines that allow the interaction of explicit and
implicit knowledge;

o Prahalad and Hamel (1990), in the context of core competence theory,
who, as the core competencies of a firm, viewed intellectual property,
know-how and distribution network;

o Teece (1986), who looked at technological innovation as a source of
value and showed the detailed steps necessary for the commercialization
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of knowledge through innovations.

- The study of human capital, which began back in 1776 with the known work of
Adam Smith “Wealth of Nations” and ends in the 1960s when the theoretical
and empirical basis of human capital, as an integral part of intellectual capital,
were designed (Sweetland, 1996). In fact, Smith wrote in detail about the
importance of knowledge and skills of employees in the production process,
especially emphasizing that learning and education represent investments
in people (Nerdrum & Erikson, 2001, ctp. 128). Almost a century later, in
1890, Marshall argued that the most valuable capital is the one invested in
people, but none of them had used the term human capital. A significant
contribution to the formulation of the modern theory of the human capital
was given by Mincer (1958; 1962), Schultz (1961) and Becker (1962) who
viewed human capital as an independent category of capital, which analogous
to conventional capital possesses economic and production characteristics.
Becker (2009) even believes that people are the most valuable resource that
increases business opportunities.

However, the development of the theory of intellectual capital has in recent years
been guided by the ideas and thoughts of influential authors and practitioners, including
Kaplan and Norton (1992), Sveiby (1997), Stewart (1997), Edvinsson and Malone (1997),
Brooking (1997) and many others (Harris, 2000; Viedma Marti, 2007). The increased
difference between the market and book value of the firms encouraged the academic and
business community to consider the concept of intellectual capital as a key determinant
in the process of creating value for shareholders, managers and society as a whole. It
is the contributions of influential practitioners that have laid the foundations of the
way intangible factors determine the success of the firm, ie. the foundations of the
“standard theory of intellectual capital” (Andriessen, 2001). However, the huge interest
of researchers and practitioners to study the intellectual capital, resulted in numerous
improvements to the standard theory of intellectual capital and its further development
in the future (Harris, 2000; Andriessen, 2001; Viedma Marti, 2007).

Hence, Harris differentiates (2000, pp. 28-33):

»  The static theory of intellectual capital, based on which the corporate value
is not derived directly from any of the components of intellectual capital,
but from their interaction, whereby the nonexistence of any component
prevents a firm to use the potential of transforming its intellectual capital
into the corporate value. The basic concept of the static theory of intellectual
capital is very simple - it is based on the wealth of knowledge embedded
in individuals and organizations, and the need to mutually connect these
systems in order to improve performance.

e The dynamic theory of intellectual capital, based on which it is necessary
to completely eliminate the relational capital from the structure of the
intellectual capital, and to replace structural capital with the theory of
the system. By accessing intellectual capital through the theory of the
system, rather than structural capital, the organization is able to recognize
its connections. The theory of the system connects individuals to the
processes, and in turn with the organization, thus enabling the verification
of compliance that every individual and process in the organization is
associated with the respective strategic plans and business objectives of
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the organization. Given that the intellectual capital environment promotes
the diffusion of knowledge in order to improve performance, information
and feedback from consumers should always be available and visible in
the organization in which a system of intellectual capital is set up. Hence,
in an intellectual capital environment, competitive advantage creates the
organizational knowledge and systems designed to access that knowledge.
Therefore, the dynamic theory is based on the constant exchange of
knowledge between the human capital and designed systems.

The Resource-based Theory of The Firm

The resource-based theory has taken a prominent place in economic theory in
the late 20th century, when the focus of strategic research of the sources of competitive
advantage shifted from industry, i.e. external environment to the specific characteristics of
the organization i.e. internal environment (Spanos & Lioukas, 2001). The central premise
of the resource approach is that the competitiveness of an organization is based on its
resources and capabilities (Peteraf & Bergen, 2003). The development of the resource-based
theory of the firm is primarily focused on establishing a connection between resources and
competitiveness, as well as examining the impact of these connections on creating sustainable
competitive advantage and improving firm’s performances (Krsti¢ & Sekuli¢, 2016, p.
355). The resource-based theory of the firm observes a strategy as an instrument for the
alignment of resources and capabilities of a firm with the requirements of the external
environment (Radenovi¢ & Krsti¢, 2017a).

The resource-based theory starts with two assumptions in the analysis of the sources
of competitive advantage (Barney, 1991, p. 101): First, firms within a particular industry
or group can be heterogeneous in terms of strategic resources they control; second,
these resources need not be perfectly mobile between firms, and thus heterogeneity can
be long-lasting. The resource model of the firm examines the implications of these two
assumptions in the analysis of the sources of sustainable competitive advantage. Therefore,
the heterogeneity of resources determines the heterogeneity between firms. Namely, firms
possess different resources and do not use them equally successful, and as a result different
firms have different efficiency performances. The resources of a firm include all assets,
capabilities, organizational processes, characteristics of a firm, information, knowledge,
etc., which it controls and which enable it to create and implement strategies to improve
efficiency and effectiveness (Daft, 2010). It can be said that internal resources are the
strength of the firm, which it uses for defining and implementing strategies.

The resources of a firm can be classified into three major categories (Barney, 1991,

.101):
F o Material resources (physical capital), related to technology used in a firm,
plant and equipment, geographical location, and access to raw materials;

o Human resources (human capital), related to the training, experience,
judgment, intelligence, relationships and insight of the individual managers
and employees in a firm; and

o Organizational resources (organizational capital), related to the formal
structure of reporting in a firm, formal and informal planning, controlling
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and coordinating systems, as well as informal relationships between groups
within the same firm, and with other external firms.

Of course, not all aspects of the physical, human and organizational capital of a
firm are strategically significant resources to create and sustain competitive advantages
- some may pose obstacles to the implementation of valuable strategies, some can lead
to reduced efficiency and effectiveness of implemented strategies, and some have no
influence the strategic processes of a firm. In this sense, in terms of the resource-based
theory of the firm, only those physical, human and organizational resources are important
which enable firms to design and implement strategies that improve their efficiency and
effectiveness (Wernerfelt, 1984).

A firm has a competitive advantage when implements a strategy of value creation
that is not at the same time applied by any current or potential competitors, and it achieves
a sustainable competitive advantage when apart from this criteria, the competitors are
not able to replicate the advantages of this strategy (Barney, 1991, p. 102).

Due to the fact that a firm is a set of different resources that affect the performance of
a particular firm through interaction with other resources, and the direction of this causal
link is vague, it is difficult to determine how individual resources contribute to the success of
a firm, without taking into account the interdependence with other resources (Lippman &
Rumelt, 1982; Dierickx & Cool, 1989). Ambiguity, i.e. the uncertainty in terms of the factors
which contribute to the superior or inferior performance of a firm significantly affect the
possibility of imitation and the mobility of factors, considering that these factors cannot be
replicated or moved if they are unknown. In addition to uncertainty of factors affecting the
performance of a firm, even more important is the uniqueness of the resources used, which
also prevents imitation by competitors (Lippman & Rumelt, 1982, p. 420). According to the
resource-based theory of the firm, resources must have certain characteristics in order to
provide a competitive advantage (Barney, 1991, p. 105; King & Zeithaml, 2001, p. 75):

o Valuable - to provide strategic value of a firm by enabling management to

exploit opportunities and eliminate threats from the environment;

o Rare - difficult or impossible to find with existing or potential competitors;

o Irreplaceable - impossible to substitute by alternative resources; and

o Inimitable - that cannot be imitated by competitors.

Lin (2013, pp. 54-55) believes that intellectual capital, as a valuable knowledge
resource, possesses these characteristics, i.e. intellectual capital is a valuable, rare, unique
and difficult to imitate, can be communicated to others and its components are identifiable
and comprehensive. With the above characteristics, intellectual capital can be turned into
a competitive advantage of a firm.

Since intangible assets cannot usually be easily seen, felt or described, for decision
makers is very important that, the intellectual capital through its basic components, can
be transmitted to the key stakeholders. In addition, the best way to capitalize the value
of intellectual resources is through the realisation of appropriate business performances
of a firm. Therefore, the resources and capabilities of a firm should be used effectively to
achieve a better competitive potential and intellectual capital is a visible result of applied
management practices, techniques and tools (Radenovi¢ & Krsti¢, 2017a).

The basic elements of the resource-based theory can be summarized as follows
(Kay, 1996, pp. 33-34):

o A firm is essentially a collection or set of capabilities;

o The effectiveness of a firm depends on the coordination between these

capabilities and markets it covers;

o Growth and the appropriate limits of a firm are limited by its capabilities;
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o Some of these capabilities can be purchased or created and are available to all
firms;

o While others cannot be or may but very difficult to replicate by other firms,
and this determines the competitive advantage;

o Such capabilities generally cannot be replicated because they are the product of
its history or because of the uncertainty of its nature (even within the same firm).

Development of the resource-based theory differentiates two directions: static,
which is focused on the static aspects of resource analysis by understanding the way
in which a particular resource contributes to creating and sustaining a competitive
advantage; and dynamic, which seeks to connect the firm development with the process
of improving the effects of the resource usage (Foss, 1997, p. 348).

What can be stated as a significant disadvantage of the resource-based theory is
the fact that it does not link the analysis of the firm development with the analysis of the
sustainable competitive advantage, but rather treats them separately (Krsti¢ & Sekuli¢,
2016). For this reason, the process of the use of resources should be directed towards
those activities that can have a positive impact on the growth and development of the
firm, and through greater creativity in choosing, combining and using resources to
achieve the greatest possible synergy effects and desirable competitive advantage.

The Theory of Dynamic Capabilities

The relationship between the knowledge component and the resources component
in the produced outputs has changed significantly, thus contributing to the change of
the source of competitive advantage. In the past, advantages were based on the market
dominance or organization of the process of mass production, while in modern
circumstances competitive advantage lies in the brand and reputation, patents and
standards, relationships with employees, suppliers and customers. Those sources of
competitive advantage represent various forms of intellectual capital, which could create
huge differences between the book value of a firm and its market value, which also
encompass a value of the undisclosed intellectual capital (Hunter, 2002, p. 4).

Competitive advantage in business is essentially based on a variety of unique
competencies, i.e. capabilities to do things others cannot. What happened in the 20th
century is that the sources of these different, unique competencies change on the way to
the knowledge economy. In the knowledge economy, for successful firms is not enough
to just hire talented people, but they need to add value to them, whereby it is necessary
to distinguish between the contributions of the organization and the contributions
of individuals (Kay, 2000, p. 48). While intellectual resources are embedded in the
experience and expertise of individuals, firms provide physical and social resources, as
well as the structure of resource allocation, that allows the transformation of knowledge
i.e. intellectual resources in competencies (Teece, 2000, p. 12). The way in which these
competencies and intellectual resources are configured and employed will greatly affect
the competitive position and the commercial success of a firm.

Given that the current assets of a firm are mainly intangible, it is unclear which of
them belong to the firm, and which part is embedded in employees. In addition, superior
technology by itself is not sufficient for creating and sustaining a competitive advantage,
but cognitive and managerial skills are also necessary to identify and combine relevant
complementary assets for encouraging business (Teece, 2000, p. 8).
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In a constantly changing environment, what provides the basis for creating
competitive advantages is the ability to recognize and exploit opportunities, i.e. dynamic
capabilities (Teece, 2000, p. 8). Dynamic capabilities represent the abilities of a firm
to integrate, create and reconfigure internal and external competencies to respond
to extremely volatile environment (Teece, Pisano, & Shuen, 1997, p. 516). Dynamic
capabilities are to be found in firms that are mainly entrepreneurial oriented, with a
horizontal organizational structure, clear vision, high incentives to managers/employees
and a high degree of autonomy in order to ensure rapid response to changes in the
dynamic environment (Teece, 2000, p. 8).

Resource performances and dynamic capabilities of a firm set the activities of
imitation and experimentation with resources, as well as the assessment of the costs of these
activities, and lead to a new structure of resources which, as a result of learning by imitation
and experimentation, determines a future production quantity, but also product and process
innovations (Zott, 2003).

In this manner, a firm can be thought of as a value chain which value is created by
transformation of the inputs to the outputs, that is, as a set of separate, but interrelated
strategically important economic activities in the design, production, delivery and sale of
products and services, whose better and more cost-effective performance compared to
competitors leads to the competitive advantage (Viedma Marti & Cabrita, 2012, p. 77). This
practically means that the competitive advantage is the result of the firm’s capabilities to
accomplish the above mentioned activities at a lower cost in comparison to the competitors,
or in a unique way which enables a firm to determine a higher cost, wherein the structure
of the activity, and the way in which they are set, are determined by the strategy of the firm
(Viedma Marti & Cabrita, 2012, p. 78).

The Knowledge-based Theory

A sustainable competitive advantage is based on the knowledge of a firm as one
of the main components of intellectual capital (Hunter, 2002). Competitive capability is
largely dependent on the capability of an organization to develop, differentiate, adopt and
disseminate its knowledge base. Knowledge in an organization is a resource on which
a firm can build and maintain the core competencies that, if being adopted, enable it to
survive and prosper in a competitive world (Hunter, 2002, p. 8). As proponents of the
theory of knowledge stand out Leonard-Barton (1992), Grant (1996), Spender (1996)
and Liebeskind (1996).

The knowledge-based theory puts emphasis on knowledge as a resource which is
difficult to imitate, which differentiates and creates a competitive advantage (Leonard-Barton,
1992). The knowledge-based view of the firm distinguishes four dimensions of set of skills:
knowledge and skills of employees, technical systems, management systems and values and
norms associated with different types of personalized and embedded knowledge, as well as,
the processes of knowledge creation and control. In addition, Grant highlights the fact that
knowledge is “the critical input in the production and the primary source of value” (Grant,
1996, p. 112). According to Spender (1996) organization is seen as a lasting alliance between
independent entities that create knowledge, regardless of whether they are individuals, teams,
or other organizations, with the material resources subordinated to the provided services. This
suggests that in the constantly changing environment, the most successful firms are those
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which produce original knowledge, spread it within the organization and quickly transform
it into innovative products.

Liebeskind (1996) believes that firms as institutions have a key role in creating and
sustaining a competitive advantage by protecting useful and valuable knowledge. In particular,
given that the intellectual property rights are insufficiently regulated, but also expensive to
propose and implement, firms are able to use a range of organizational arrangements that
are not available on the market to protect the value of knowledge. Hence, firms can in many
ways prevent the expropriation of knowledge, and reduce the visibility of knowledge and its
products, thus protecting them from imitation. In this way a firm can achieve the “possession
rights” which are also valuable, if not more valuable, than the limited property rights of
knowledge required by the law (Liebeskind, 1996, p. 94). Therefore, the uniqueness, which
is the key to competitive advantage, actually depend on the adoption of the various protective
arrangements by firms.

If the core knowledge is a main strategic asset of an organization, then its main tasks
are to improve the existing knowledge and to create a new core knowledge (Viedma Marti,
2007). At the same time, creation and improvement of core knowledge require the capabilities
of organizational learning, including the corresponding structure of learning and information
systems, where the valuable knowledge can only be obtained through a systematic and
repeated comparison to the processes and core competencies of “world class” competitors in
the same business segment.

Conclusion

Starting from 1980s onwards, the intellectual capital has become the most important
determinant of growth and competitiveness. In the knowledge economy, knowledge resources
are the main source for creating and sustaining competitive advantage of a firm. Namely,
technological revolution and spreading out of knowledge-based activities have altered the
way firms organize their business. Instead of using traditional production factors, their
emphasis has been put on the knowledge resources and capabilities of their efficient usage.

In contemporary circumstances competitive advantage of firms is not derived from
their market positions, but from the difficulty of copying, i.e. imitating of intellectual assets
and the way in which they are used. Since it is not always possible to attain or imitate
resources, attention must be focused towards the internal organisation of the firm to find the
real source of sustainable differences in resources, i.e. the internal organisation of the firm
is as important as its environment. From the aspect of the strategic management literature,
which points out the multi-dimensional characteristics of firm’s resources, i.e. their various
combinations, intellectual capital represents a multi-dimensional portfolio of resources (Lin,
2013, p. 55). Intellectual capital represents a distinctive and comprehensive combination of
resources, as it components include employees and leaders, structures and systems, and social
relations.

Because of this, the theory of dynamic capabilities considers that efficient usage of
resources is not sufficient for the success of a firm, but is necessary certain functionally
specific capabilities (in production, purchasing, sales, research and development, etc.) (Krstic,
2007, p. 349). In other words, the resources themselves cannot contribute to the sustainable
competitive advantages of a firm, but this role is attributed to the firm’s capabilities, which are
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developed through complex interactions with resources, and which allow the firm to use its
available resources in combination with the specific information and organizational processes
(Amit & Schoemaker, 1993).

Looking at the research on the intellectual capital it is possible to differentiate
several stages in the development (Chaminade & Vang, 2007, pp. 128-129; Krsti¢,
2014, pp. 8-9): The first stage, until the mid-1980s, in which the intellectual resources,
which are rare, durable, hard to imitate, and especially knowledge, seen as an important
determinant for creating and maintaining competitive advantage and it was necessary
to manage them; The second stage, from the mid-1980s to the middle of the first decade
of the 21st century, in which the researchers were mainly concerned with the problems
of conceptualization and measurement of intellectual capital, as well as reporting on
intellectual capital with the aim to manage it efficiently; The third stage, from the middle
of the first decade of the 21st century, in which the attention of researchers is mainly
occupied with issues of effective usage of intellectual capital in the management of
business systems in order to accomplish greater economic efficiency.

In order for a firm in contemporary circumstances to maximize its strategic advantages
in the long term, it is necessary to focus on its own internal resources and key sources of
intellectual or supplementary activities that represent its core competencies i.e. capabilities
which create and maintain significant long-term differences in the minds of consumers. In this
sense, the strategy of a firm needs to develop internally the best capabilities or competencies
such as: database, skills, organizational and technical competencies in which a firm already
has considerable expertise, and which will enable the achievement of maximum value for
key stakeholders, as well as to focus externally on those networks of suppliers that perform
activities that must be bought in the market. In this way, dynamic capabilities reflect the firm’s
ability to achieve unique and innovative forms of competitive advantage given the firm’s
current market position and previous practices. As a result, firms compete with each other
based on core competencies and knowledge.
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