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Abstract—The purpose of this paper is to understand the
relationship between Intellectual Capital, Organization Learning,
and Competitive Advantage considering Information Technology
Investment in Public Accountant Firm. Data were collected from
391 Public Accounting Firms registered in the Ministry of
Finance of the Republic of Indonesia as of January 2019. The
survey was sent by email and a total of 51 valid questionnaires
were obtained and used to test the research model. This paper
adopts Statistical Product and Service Solutions (SPSS) and
Partial Least Square (PLS) program to test the direct effect and
moderating effect of the variables. The result finds that
Intellectual Capital and Organization Learning are significant
factors in creating a Public Accountant Firm’s competitive
advantage. The moderating effect of Information Technology
Investment on Intellectual Capital and Competitive Advantages
is also confirmed. Practical Implications This research can
provide benefits for Public Accountant Firms to know the
implications of Intellectual Capital, Organization Learning, and
Information Technology Investment in improving the
Competitive Advantage of a firm.
Keywords: Intellectual Capital, Organization Learning,
Information Technology Investment, Competitive Advantage

I. INTRODUCTION
The ever-developing world of the economy is being further
supported by globalization. Globalization makes it free and
quick for everyone to trade information as well as do
transaction [1], which is called as a borderless global economy
[2]. This globalization phenomenon pushed the Association of
Southeast Asian Nations (ASEAN) to create a movement
called the Asean Economic Community (AEC) which is an
economic integration by creating a free trade system between
ASEAN countries. Through AEC, the ASEAN countries
agreed upon the Mutual Recognition Arrangements (MRAs), a
framework that facilitates the exchange of professional services
in ASEAN region that includes 8 professions: engineering
service, nursing service, architectural service, mutual
recognition of surveying qualification, dental practitioner,
medical practitioner, tourism professional, and accountancy
service [3]. The accountancy service is one profession that will
receive the impact. According to Perera et al. [4], accounting
firms are the one who got exposed the most by the power of
globalization. On the other hand, globalization could create
opportunities for public accounting firms to enter the

international market and compete with other countries‟ public
accounting firms [5]. This situation creates a hypercompetitiveness condition that causes companies‟ survivability
issues to be considered important [6].
Barney [7] observed that the increase of investment and the
management of strategic assets that are valuable, rare, and hard
to imitate are the answers to the competitive challenges. That
characteristic corresponds to the definition of intellectual
capital that is said to be hard to imitate by competitors [7-8].
Hitt et al. [9] supported that statement by arguing that
intellectual capital is more superior than tangible resources in
creating competitive advantage. Public accounting firms run in
the service sector, where the firms have to understand the
market. Because of that, public accounting firms need the role
of relational capital to be able to own information about their
customers and competitors. Aside from that, the high instances
of the job change (56,3%) in Indonesian public accounting
firms [10], which implies a high turnover rate, shows that
public accounting firms still cannot see their employees as
“assets”. Meanwhile, public accounting firms also need
employees, because the competency, innovation, experience,
tacit knowledge, and commitment of an employee will bring
benefits to public accounting firms, which contained in a
component of Intellectual Capital: Human Capital.
Aside from that, the business world has shifted into the
stage of Industry 4.0. In this stage, businesses are demanded to
be able to follow the development by developing their IT, so
they have to start investing in their IT. Lowe et al. [11] stated
that information technology is being used to increase the
effectivity and efficiency in Public Accounting Firms.
However, some research stated that IT alone is not enough to
create a competitive advantage [12-14]. Tippins and Sohi [15]
also stated that investment in IT cannot directly increase a
company‟s productivity and profitability; thus, investment on
IT cannot directly create competitive advantages [16]. The
second factor that affects the creation of competitive advantage
is organization learning. According to Lien et al. [17]
organization learning related to the organization‟s capacity to
change and learn continuously and in the end changes the
organization to a higher level of performance. On its relation to
PAF (Public Accounting Firms), the accounting rules that
become the foundation of PAF keep undergoing changes and
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thus demanded PAF to keep studying and following those
changes.
In business competition, there will always be people who
copied the innovations that a company made, thus companies
have to always develop their skills in order to protect their
position [18]. This can be handled if the company has
organization learning, which is an organization ability to
manage standard resources into unique competency that is hard
to be duplicated by competitors. Hsu and Fang [19] said that
organization learning is highly influenced by intellectual
capital (human capital, structural capital, and relational
capital). Barney [7] supported that statement by saying that
organization learning could help firms in collecting and using
valuable and rare resources (Intellectual Capital) so that the
organization could gain a sustainable competitive advantage.
This research is the only one that combines intellectual
capital and organization learning variables in creating
Competitive Advantage by considering information technology
investment. This research is expected to bring benefits for
practitioners to know the roles of intellectual capital,
organization learning, information technology investment in
creating the advantage of Public Accounting Firms so that
those firms can consider those development factors more.
A. Intellectual Capital on Organization Learning
In Intellectual Capital there is the Human Capital that
consists of the learning ability of a firm’s employees.
According to Curado and Bontis [20], the learning ability of
each employee, when being put together, is organization
learning. Argyris [21] also said that organization learning can
happen when an employee acts as a learning agent that could
respond to internal and external changes, as well as learn
something new. Thus, it can be said that organization learning
is affected by Human Capital. The role of Structural Capital is
as a provider of infrastructure so that the employees can have a
higher capability [22], and a “knowledge deposit” that can
facilitate the knowledge exchange within a company [23].
Also, companies do not only receive information internally but
also externally, and in this situation, Relational Capital takes its
role. Relational capital can be understood as the ability of a
company in keeping a positive relationship with the business
community [23]. Where according to Smith [24], through that
relation companies can spillover, accumulates, and diffuse their
knowledge. Relation between Intellectual Capital and
organization learning also supported by Ya and Fang’s [25].
H1: Intellectual Capital has a positive relationship with
Organization Learning in Indonesian Public Accounting
Firms
B. Organization Learning on Competitive Advantage
Organization learning can help organizations in gathering
and utilizing their resources. This statement is supported by
Karash’ [26] research which identified that organization
learning help transform standard resource into unique
competency that cannot be easily duplicated. On the other
hand, the newest literatures show that organization learning is a
special and complex skill that is hard to be copied or

transferred, of which this is the main source of the creation of
Competitive Advantage [8]. Garvin et al. [27] stated that higher
rate of learning is positively related to competitive advantage.
Organization learning does not only become an option but a
core requirement for organizations in order to compete
successfully [28]. Organization learning help to adapt faster
than its competitors in an unpredictable environment.
H2. Organization Learning has a positive relationship with
Competitive Advantage in Indonesian Public Accounting
Firms
C. Intellectual Capital on Competitive Advantage
In modern business, physical assets are no longer
considered as the most strategic assets because every company
could achieve that [29], thus, another strategic asset is needed
to create Competitive Advantage. Stewart’s [30] agreed to the
statement that Intellectual Capital is an invisible but powerful
asset to create Competitive Advantage. The relation
strengthened by the findings of several researchers with
positive relationship results between intellectual capital and
competitive advantage [31-33]. However, the previous
research had not yet studied the Public Accounting Firms
sector that has to be able to compete globally to catch the
opportunity nowadays. Thus, this research will study the
influence of this in Public Accounting Firms sector.
H3: Intellectual Capital has a positive relationship with
Competitive Advantage in Indonesian Public Accounting
Firms
D. IT Investment Moderated the Relationship between
Intellectual Capital and Competitive Advantage
In the process of forming Competitive Advantage,
Intellectual Capital will be helped more with the presence of
IT. According to Santis and Presti [34] with IT, human capital
management’s activity quality increased. Aside from that, IT
can help companies increase their relational capital by
integrating the company’s data supply chain so that the
relationship can be formed more effectively and created
Competitive Advantage [34]. Previous works of literature also
show that technology can increase structural capital by
increasing the learning process of an organization [35]. This
will then enable the transformation of individual’s knowledge
that is embedded in the human capital, structuring the
knowledge, which appears in organization’s routine that is
consisted in Structural Capital. However, Powell and DentMicallef [16] stated that investment in IT cannot directly create
competitive advantages. Thus, this research will research the
influence of IT investment in moderating the relationship
between Intellectual Capital and Competitive Advantages in
Public Accounting Firms.
H4: IT investment moderated the relationship between
Intellectual Capital and Competitive Advantages in
Indonesian Public Accounting Firms
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II. DESIGN AND METHODOLOGY RESEARCH
In this research, Intellectual Capital will be divided into
Human Capital, Relational Capital, and Structural capital. The
measurement items of Intellectual Capital is developed from
previous research, which is the measurement items of Sharabati
et al. [36], where Human Capital adopted all 4 measurement
items, while Relational Capital and Structural Capital each
adopted 2 items with the highest loading factor.
Organization learning measurement is based on previous
research done by Tohidi et al [37] that summarized the
organization learning measurement of several researchers into
five dimensions: managerial commitment and empowerment
[38-40], experimentation [38-40], risk-taking [40], interaction
with the external environment [40-41], and knowledge transfer
and integration [38-40].Each dimension has its own
measurement items, the researcher chooses two items on each
dimension that have the highest loading factor, 10 items were
adopted. IT Investment measurement refers to Sakaguchi and
Dibrell [42] that used two items, the company’s commitment to
keep investing in technology and the percentage of IT
investment to the company’s net income. The choosing of this
questionnaire’s measurement items was done by experts of
related field.
Competitive advantage measurement used the measurement
that is based on the research of Barney [7], Coyne [43], and
Porter [44] that consists of 11 question items, 4 of which that
are chosen in this research are: (1) the company has the
competitive advantage of low cost compared to its major
competitors; (2) the quality of the services that the company
offers is better than its major competitors; (3) the company is
more capable of R&D and innovation than its major
competitors; and (4) the company has better managerial
capabilities than its major competitors. The researcher uses this
measurement because Porter [45] argued that the power of a
company is placed on one of two things: low cost or
differentiation.
This research is a quantitative research that uses primary
data. Questionnaires are given to all public accounting firms
registered in the Ministry of Finance of the Republic of
Indonesia as of January 2019. That population of 470 is then
being filtered in order to get research samples with the
following criteria: (i) have their email registered on the
Ministry of Finance of the Republic of Indonesia (ii) the email
should be valid, these criteria are chosen because we used
email to give the questionnaires in order to reach the
respondents. The number of samples is 390 and the final
respondents of this research are 51 public accounting firms
from all over Indonesia. The public accounting firms’
distribution can be seen in TABLE 1.
TABLE I.

PAF RESPONDENTS’ DISTRIBUTION

Province
Bali
Banten
Bengkulu
Jakarta
West Java
Central Java

Qty
4
1
1
21
8
4

Table 1. Cont.
East Java
Lampung
Maluku
Papua
Riau
South Sumatra
Yogyakarta

4
2
1
1
3
1
1

The questionnaire is designed by using a five-point Likert
scale where 1 is strongly disagree and 5 is strongly agree. The
test is done by using SPSS. The tests are the multivariate
analysis, reliability test, and validity test. The next step, the
data will be processed with Partial Least Square (PLS).
III. RESULTS AND ANALYSIS
The multivariate analysis is done to all variables, however,
the downsizing of variables has to be done only on intellectual
capital. Eight intellectual capital items (IC1-IC8) experienced
merging that resulted in IC11 and IC12. As can be seen in
TABLE II Component 1, items with a value above 0.5 are
merged into IC12, which is IC5-IC8. The same is also done to
the Component 2 column, IC1-IC4 merged into IC11. The
downsizing is done to reduce the variable dimension while still
showing the diversity of the original variables.
TABLE II.

INTELLECTUAL CAPITAL’S MULTIVARIATE ANALYSIS
RESULT
Component
1

IC7
IC6
IC5
IC8
IC4
IC2
IC3
IC1

0.844
0.807
0.718
0.637
0.282
0.108
0.271
0.505

2

0.23
0.269
0.129
0.394
0.888
0.814
3 0.671
0.654

Extraction Method: Principal Component Analysis
Rotation Method: Varimax with Kaiser Normalization
a.
Rotation converged in 3 iterations

The reliability test is done to all variable measurements
using Cronbach’s alpha value coefficient. Hilton and
Brownlow [46] also stated that if alpha > 0,90 then it is a
perfect reliability; if alpha 0,70 – 0,90 then high reliability; if
alpha 0,50-070 then moderate reliability; and if alpha < 0,50
then low reliability. In this research, only IT Investment has
alpha < 0.7, 3 other variables have Cronbach alpha > 0,7.
The validity test describes how good the gathered data is in
reflecting the condition that is meant to be measured [47-48].
To test the validity of the questionnaire, the researcher uses the
Pearson Product Moment Correlations by using SPSS. The
validity test is done by comparing r count and r table, if r count
is bigger than r table then that item is declared as being able to
measure the existing condition accurately [49]. The items in
this research have been tested and declared valid.
Mean variable in this research ranging from 3.049 to 4.076
with 0.512 to 0.844 deviation standard. It can be said that the
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deviation standard is relatively low compared with mean, so it
can reflect the existing reality [50-52]. Aside from that, the
skewness and kurtosis from this research’s variables range
between -0.025 to 0.09 and -0.674 to 0.086 where this result
has followed the standard criteria of skewness (-3 to +3) and
kurtosis (-8 to +8) in accordance with Kline [53].
According to the test result, the relationship between
variables in research can be understood by processing the data
with PLS. The result and the model can be seen in FIGURE 1.
From that result, it can be seen that the relationship between
Intellectual Capital and Organization learning is positive and
significant in the Public Accounting Firm (p<0,01), thus
supported H1. This result indicates that Intellectual Capital will
increase a company’s Organization Learning. This result is in
accordance with the previous research, Ya and Fang [25],
where three Intellectual Capital components significantly
influence a company’s Organization Learning. Then, the
relationship between Organization learning and Competitive
advantage is positive and significant (p<0,01), thus if a Public
Accounting Firm has Organization learning, it will
significantly improve its competitive advantages, thus, H2 is
accepted. This result is in accordance with the research that
was done by Garvin et al. [27], companies that have concrete
learning process is capable of ensuring that they value
innovation, knowledge improvement practices, and effective
problem solving and thus creating advantages if compared to
their competitors. The relationship between Intellectual Capital
and Competitive Advantage is positive and significant (p=0,03)
thus it can be concluded that if a Public Accounting Firm has a
good Intellectual Capital, it will create a better competitive
advantage thus H3 is confirmed. This is in accordance with the
perspective of Barney [7] and Prahalad and Hamel [8] who
stated that Intellectual Capital, including resources, valuable
and rare skills that cannot be replaced represents the formation
of sustainable competitive advantage and companies’ superior
performances. From FIGURE 1, it is also found that IT
investment is capable of positively and significantly
moderating the relationship between Intellectual Capital and
Competitive Advantage (p<0.01) in Indonesian Public
Accounting Firm, and thus supported H4. This is in accordance
with previous research that IT Investment is significantly
contributing in employees’ decision process in all levels [54], a
more structured system [35], and increasing the relationship
with distributors and suppliers [55].
IT (i)
(R)2i
ß=0.39
(P<.01)

IC
(R)2i

IV. DISCUSSION
The development of the business environment creates the
growth of competition that makes Indonesian Public
Accounting Firms realize the importance of competitive
advantage. They have to know the processes and understand
factors that influence the creation of competitive advantage.
This research wants to prove the relationship models between
intellectual capital and organization learning to the creation of
competitive advantage by considering IT investment. The test
result shows that the four hypotheses are accepted. It can be
concluded that Public Accounting Firms’ Organization
Learning will be improved, by improving the quality of their
Intellectual capital starting from the Human Capital that
consists of the companies’ employees as the main driving force
of the company, Structural Capital to support information
exchanges in a company, and Relational Capital to receive
external information as a material for Organization Learning.
We can also conclude that Public Accounting Firm with good
Intellectual Capital will form a better competitive advantage.
Managers have to start focusing on intellectual capital because
intellectual capital is an intangible resource that is hard to
duplicate, valuable, and, above all that, specific to the company
that supported sustainable competitive advantages.
Public Accounting Firms that have Organization Learning
will improve their competitive advantages significantly.
Because in dynamic environment, companies have to adapt to
environmental changes by keep on improving and learning.
Organization learning does not just appear out of nowhere but
is shaped from the concrete learning efforts, therefore
managers must begin to develop learning processes and create
effective and sustainable learning culture. IT investment
successfully moderating the relation between intellectual
capital and competitive advantage, therefore focusing solely on
IT investment will not be able to create competitive
advantages, IT investment will only be able to strengthen the
creation of Competitive Advantages by improving the
companies’ Intellectual Capital.
However, This research does not consider the public
accounting firms affiliation with foreign party. .In this research
the measurement of IT Investment still have moderate
reliability, that indicates inconsistency in the research data.
However, this result can still be accepted. The future research
should consider public accounting firms affiliation with foreign
party, because this can affect the research result as firms that
are affiliated with foreign party tend to have more appreciation
on organization learning and intellectual capital. The next
research can formulate a more reliable measurement of IT
Investment so that the result will be more consisten

ß=0.24
(P=.03)
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