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ABSTRACT

The purpose of this research is to analyse the model of the relationship of intellectual
capital to the knowledge management system (KMS) of the Visual Communication Design
(VCD) business in achieving sustainable competitive advantage (SCA). This research is
quantitative research, analyses the relationship of intellectual capital on the KMS and SCA,
then analyses the role of mediating KMS on the influence of intellectual capital on SCA. This
research used a cross sectional cohort study. The population in this research consisted of the
owners, managers, and creative designers in the VCD business in Riau Province, Indonesia.
The sampling method is probability and using cluster sampling as a technique sampling. This
research used 202 respondents. Data were collected by using the questionnaire and analysed
by using AMOS SEM. The results of this research are intellectual capital influence the VCD
business to achieve SCA both directly and indirectly through KMS mediation. Although the
effect of the direct relationship is greater than indirect. This means that without KMS
mediation, VCD business can achieve SCA. This research suggests that VCD businesses need
to empower human capital, relational capital, and organizational capital to enhance SCA.
Establish procedures for knowledge acquisition, knowledge conversion, knowledge
application, and knowledge protection can also be applied, with the aim of being able to
maintain knowledge and adapt to changes that occur dynamically.

Keywords: Knowledge Management System, Intellectual Capital, Sustainable Competitive
Advantage.

INTRODUCTION

Riau Province is at the forefront of western Indonesia, bordering the Southeast Asia
region, this has the potential to make Riau as an area of Indonesia's national economic growth.
Based on data from the Central Statistics Agency of Riau Province for the period 2010-2018,
the financial sector, real estate and service companies are the sectors with the highest economic
growth. Then the next growth in the trade sector, hotel and communication, and government
services. Visual communication design business activities as a sub-sector of the creative
industry are related to the presence of businesses in other economic sectors as mentioned above.

In creative economic activities, the involvement of various actors in the ecosystem is
very inseparable. Each actor has a specific competency capacity. Therefore, each actor must
have the knowledge to ensure the chances of success of the creative economy business in Riau,
particularly the VCD sub-sector.
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Knowledge in the form of ideas (tacit) is the main potential in business in the creative
industries, although explicit knowledge such as the ability to manage business activities is also
required (DCMS, 1998; Bekraf, 2016). Knowledge in the form of capacity and competence in
each actor, synergize and through KMS is transformed into productive and profitable business
activities (Walters, 2002).

Knowledge in terms of designer creativity, business management, and marketing is a
type of intellectual capital owned by VCD businesses as intangible assets. This knowledge is
very important than tangible assets such as financial capital, buildings, machinery, and other
physical assets. So companies must manage each potential knowledge both tacit and explicit
knowledge as a way to achieve business objectives (Bekraf, 2016; Latilla et al., 2018).

Intellectual capital in the VCD business is different from other types of industries. In
some intellectual capital literature is the output of knowledge management (Sharkie, 2003;
Barber et al., 2006). In the creative economy, intellectual capital is an input that will support
business management activities that involve many parties in the creative economy ecosystem.
Intellectual capital owned by each of the actors involved is specifically formed in their own
communities and creative industry business activities. This type of knowledge, collaborating
in achieving company goals. So that in this business, intellectual capital is a tacit and explicit
collaboration of knowledge (Polanyi, 1966; Nonaka & Takeuchi, 1995; Holste & Fields, 2010;
Seleim & Khalil, 2011; Chen et al., 2017).

According to Corso et al. (2006) knowledge management is a key factor for obtaining
and maintaining competitive advantage. Collaboratively, knowledge becomes a strength in
business activities obtained through a work system consisting of a combination of [a]
academics, [b] business actors, [c] governments, [d] creative communities, [e] media. This
combination creates the KMS terminology for creative industries that emphasizes the
interaction and combination of knowledge in the ecosystem. According to Gold et al. (2001)
intellectual capital is knowledge management infrastructure that can affect in achieving
competitive advantage.

Although the literature refers to the process of creating knowledge in organizations as
knowledge management, in the creative economy, it is more relevant to call it KMS because it
is known as collaborative knowledge derived from ecosystem interactions. This means that the
existing knowledge in the creative industries sourced from knowledge collaboration, is
intended to produce high-value creative products which will then be used as a solution to
support the economic activities of other sectors. This is supported by a number of literatures
that initially connected the creative industry with its ecosystem consisting of universities,
industry, government (triple helix) (Etzkowitz & Leydesdorff, 1995). In a broader
understanding and consideration, then developed with the term quadruple helix, which consists
of [a] academics, [b] community [c] business, [d] government (Carayannis & Campbell, 2009).
Furthermore, this ecosystem was developed into a penta helix, which consists of the
involvement of academics, business, community, government, media (ABCGM) (Yahya,
2017; Ginting, 2020).

This research examines the KMS mediation of VCD business in the relationship of
intellectual capital to SCA. KMS consisting of dimensions of knowledge acquisition,
knowledge conversion, knowledge implementation, and knowledge protection is known to
influence the achievement of SCA in some research literature conducted in business areas
outside the creative economy such as manufacturing, service industries, limited private
companies, and joint stock companies (Lopes et al., 2016; Nguyen & Neck, 2008; Gold et al.,
2001). Different from previous studies, this research was conducted on the creative economy
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business. Management is faced with the challenges of the synergy of knowledge of each actor
in a business ecosystem that has an exclusive competency capacity (Ginting et al., 2019). So
research is needed on how intellectual capital in achieving SCA, can it be determined by KMS
mediation from the VCD business, or without KMS mediation.

This paper will be divided into several sub-discussions, [a] starting with an introduction
[b] literature review [c] an explanation of theoretical developments and hypotheses [d] research
methodology [e] discussion of research results, [f] conclusions and implicit research.

LITERATURE REVIEW
Intellectual Capital

Intellectual capital is a major component of corporate value. These intangible assets are
often considered more important than tangible assets. In addition, intellectual capital is the
composition of knowledge and abilities embedded in organizational members that can produce
economic benefits (Stewart, 1997; Yi Ching et al., 2012).

According to intellectual capital theory, human capital, structural capital and other
knowledge assets are part of a company's intellectual capital, which can be defined as the sum
of all knowledge used in creating the process of doing business to gain a competitive advantage
(Youndt et al., 2004; Subramaniam & Youndt, 2005). Intellectual capital is the sum of all
valuable knowledge and abilities for companies in doing business activities and gaining SCA
(Stewart, 1994; Steward & Ruckdeschel, 1998; Teece, 2000; Wang et al., 2014). According to
Edvinsson and Malone (1997) intellectual capital is a hidden value which is the gap between
market value and book value.

Intellectual capital refers to the knowledge and ability to know social collectivity, such
as organizations, intellectual communities, or professional practice. Intellectual capital
includes the knowledge, skills and abilities acquired that enable people to act in new ways
(Nahapiet & Ghospal, 1998). Intellectual capital has been defined in a variety of ways,
including knowledge assets that can be converted into value. Intellectual capital is an assets of
a company that are not fully recorded on the balance sheet: intellectual material such as
knowledge, information, and experience that forms a company's competitive advantage as
Steward and Ruckdeschel (1998) has mentioned; and the amount of knowledge an organization
can utilize in the process of doing business to gain competitive advantage (Mehralian et al.,
2012).

In general intellectual capital is understood as non-monetary, non-physical intellectual
capital, which contributes to the creation of organizational value and the extraction of values
through knowledge not only owned by individuals, but also stored in organizational databases,
business processes, systems, and relationships (Sullivan, 1999; Serenko & Bontis, 2004;
Youndt et al., 2004; Thrylo & Kornukh, 2011; Zharinova, 2011; Mehralian et al., 2012).

Knowledge Management System

In general knowledge is divided into two types, namely implicit and explicit knowledge
(Polanyi, 1958). Some literature has mentioned that the creation of company knowledge is
obtained through the conversion of implicit knowledge into explicit. Furthermore, explicit
conversion to implicit continuously at the process of how knowledge is constantly changing
and being updated. The process refers to the Nonaka Knowledge Spiral for the purpose of New
Product Development (Nonaka, 2007).
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Knowledge of organization and management is not enough without collaborating to the
knowledge related to creativity (tacit), especially for businesses that use ideas, expertise, and
skills to gain wealth like the creative industries. Knowledge of creative actors comes from
perseverance in developing talent so that it has a high selling value. Not all knowledge
possessed by creative actors can be converted to explicit knowledge, but even though it can be
converted to explicit knowledge, it cannot replace itself (the owner of knowledge). So the
knowledge of creative actors is a type of tacit knowledge. Tacit knowledge can be converted
to explicit knowledge. But on certain creativity characteristics, tacit knowledge tends to be
exclusive. Like Designer Anne Avantie, she has her own method for producing Kebaya designs
that have high selling points and are not based on explicit book guidelines or tutorials.

Creative industries as profit-oriented organizations create and enhance knowledge not
limited to the goal of New Product Development (NPD) but for the long-term goal of making
the creative industry have a SCA. Which means that in addition to being present to cooperate
with other business sectors and increasing regional economic growth, the creative industries
must also be able to maintain intellectual capital and develop their competencies. SCA is the
collaborative practice between knowledge held by organizations and knowledge possessed by
actors involved in the business continuously. Creative actors cannot optimally commercialize
their creative work without aligning it by KMS conducted by creative economy businesses,
whereas businesses cannot have SCA without the knowledge possessed by creative actors.

KMS is considered as the mapping and management of knowledge resources, utilizing
the collective knowledge of companies from one project to another, and in some efforts makes
companies invest in technology to facilitate the knowledge management (Alavi & Leidner,
2001). In some literature, knowledge management is defined as the acquisition, storage,
retrieval, application, generation and review of organizational knowledge assets in a controlled
manner (Brelade & Harman, 2003; Pathirage et al., 2008; Pitt & Tucker, 2008; Ajmal et al.,
2010; Kebede, 2010; Chandra, 2019). Knowledge management emphasizes changes in the
relevance of information according to context and needs. The essence of knowledge
management is the relationship between two dimensions, namely people and information
mediated by a system or procedure. The KMS in this research is not related to replacing the
work of collaborative knowledge between actors in the creative economy ecosystem with
technology, but this is related to the interdependence of knowledge in the ecosystem that will
affect the management of creative economy businesses through KMS of business to achieve
SCA.

Traditionally organizational knowledge is obtained, used, and stored through the
process of coding knowledge that is used as a guide to redirect knowledge if needed to use it.
So that knowledge gained through coding can guide finding knowledge, such as people,
documents or databases called knowledge maps (Davenport & Prusak, 1998; Barber et al.,
2006).

Knowledge collaboration is a vital collaboration between actors in the creative
economy ecosystem. Knowledge collaboration is carried out in synergy by each actor which is
a combination of academics, the business community, creative workers, the government, and
the media. This is supported by a number of literatures that initially connected the creative
industry to institutions such as universities, industry, government (triple helix) (Etzkowitz &
Leydesdorff, 1995) and then developed as a quadruple helix, namely the involvement of
academics, communities, business, government (Carayannis & Campbell, 2009). Furthermore,
it developed into a penta helix, namely involvement and synergy between academics, business,
community, government, media (ABCGM) which was initiated in the development of tourism
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and creative economy formulated by the Minister of Tourism of the Republic of Indonesia
(Yahya, 2017). So that the term KMS in the creative industry emphasizes the interaction of
knowledge from various parties that can affect the achievement of the objectives of each party
specifically and the creative industry in general, namely achieving SCA. If the literature
mentions the process of knowledge creation in organizations with the term knowledge
management, then in the creative industry it would be very appropriate if the process of
knowledge creation is called KMS because creative industry knowledge is the collaboration of
knowledge of interacting actors. This means that business knowledge in the creative industry
comes from knowledge that is entirely generated from knowledge collaboration for the purpose
of producing high-value creative products that serve as identities and solutions for regional
economic needs.

Sustainability Competitive Advantage

Having a SCA is the company's main desire because by having it they can survive and
grow in the market. Analysis of the external and internal environment can drive the realization
of the company's goals (Masurel, 2007; Gibbs, 2009; Santiago, 2013).

Companies traditionally have three alternative generic strategies to achieve competitive
advantage. According to (Porter, 1985) these generic strategies are cost leadership, market
differentiation, and niche orientation. But today companies face new challenges, namely
globalization, intangibles, and inter-connectivity (Kelly, 1998; Coyle, 1999). This requires
companies to clearly understand the changing nature of competition and adopt additional
strategic approaches (Jackson et al., 2003). The approach to understanding market dynamics
and competition is the resource-based view of the company, which argues that only valuable,
scarce, hard to imitate, and irreplaceable resources provide SCA (Barney, 1991; 1995; Hamel
& Prahalad, 1994; Porter, 1996; Michalisin et al., 1997; Teece et al., 1997; Ferdinand, 1999),
which leads to higher company performance (Peteraf, 1993).

Jackson et al. (2003) argue that in any competitive landscape, intangible resources tend
to produce competitive advantage, which is the most important intellectual capital because it
is the most difficult to emulate. In today's dynamic environment tangible assets become easily
accessible, replicable, and replaceable, so that according to Riahi-Belkaoui (2003) the
foundation of organizational competitiveness has shifted to an emphasis on knowledge.

Creating competitive advantage in market conditions with rapid changes, resource-
based view (RBV) and knowledge-based view (KBV) are used in dynamic market conditions
(Eisenhardt & Martin, 2000; Lépez, 2005). In a research conducted by Nguyen and Neck
(2008) stated that in dynamic market conditions with high intensity of competition, knowledge-
based resources are a way for companies to have different competitive advantages. KMS can
change, upgrade and exploit knowledge-based resources that represent knowledge related to
the company's dynamic capabilities. KMS creates a spiral of corporate knowledge, so that
companies not only produce new knowledge but also enhance the status of knowledge-based
resources (Nielsen, 2006). In the face of dynamic conditions, the process of creating
organizational knowledge will always be followed by upgrading and exploitation of knowledge
to create SCA.

THEORETICAL DEVELOPMENT AND HYPOTHESIS

Relationship of Intellectual Capital, Knowledge Management System, and Sustainable
Competitive Advantage
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Intellectual capital is an intangible asset that is important for organizations to provide
value to the company and be more important than tangible assets (Galbraith, 1969). According
to Stewart (1997) intellectual capital as a composition of knowledge and abilities that are
embedded in organizational members and which can produce economic benefits. Intellectual
capital refers to ownership of knowledge, applied experience, organizational technology,
customer relations, and professional skills that give companies a competitive advantage in the
market (Edvinsson & Malone, 1997).

Edvinsson & Malone (1997) divide intellectual capital consisting of two components
(1) human capital (knowledge, skills and experience of employees) and (2) structural capital
(manifestation, empowerment, and infrastructure supporting human resources). Stewart (1997)
classifies intellectual capital into three categories, namely human capital, structural capital, and
customer capital.

Youndt et al. (2004) and Subramaniam & Youndt (2005) define intellectual capital is
the sum of all knowledge used by companies for competitive advantage and has three
components, namely human capital, organizational capital, and social capital. Bontis (1996)
introduces the idea of relational capital, which includes all external relations to expand
customer capital. Johnson (1999) argues that relational capital includes internal relations with
employees and external relations with stakeholders. Based on the discussion above intellectual
capital tends to be divided into three main categories; [1] human capital related to knowledge
that is embedded in individuals, [2] structural capital related to the organizational structure,
processes and systems, and [3] relational capital related to relationships and networks.

The other research by Wang et al. (2014) investigated the effect of knowledge sharing
on company performance and the mediating role of intellectual capital on hitech companies in
China. The results show that sharing tacit knowledge significantly contributes to the three
components of intellectual capital (human, structural and relational capital), sharing explicit
knowledge only has significant influence on human capital and structural capital. All three
human capital, structural capital, and relational capital, strengthen the company's operational
and financial performance.

The effect of knowledge sharing on company performance is mediated by intellectual
capital. Sharing explicit knowledge has a greater effect on financial performance than
operational performance, sharing tacit knowledge has a greater impact on operational
performance than financial performance. The existence of tacit and explicit knowledge within
the company contributes differently to organizational performance. Sharing tacit knowledge
and sharing explicit knowledge affect intellectual capital and company performance.

In the creative economy business there is a synergistic ecosystem in managing,
developing, promoting the creative economy business. Businesses in creative economic
involve the interaction of all actors in the ecosystem. This is what makes the formation of
intellectual capital and the impact of its influence different in creative economic business when
compared with other sectors outside the creative industry.

In their research Hedberg & Stenius-bratt (2006) examined that intellectual capital in
the creative industry sector is related to how the strategic use of intellectual property rights
derived from intellectual capital is very valuable for business sustainability in the creative
industry. There is a relationship between the concept of intellectual value and the commercial
success of ideas in the creative industry. Intellectual capital is derived from the intellectual
creations of employees that are used as important and valuable assets for creative industries
which are protected through an agreement and high financial rewards because the intellectual
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creations can have an impact on business competitiveness and sustainability. The research was
conducted in the film industry with the child segment (Nickelodeon).

The VCD business uses intellectual capital derived from the knowledge or intellectual
creations of VCD practitioners and also other actors which are involved in business
management, product marketing, and regulation. All of these parties influences the
implementation of the KMS to increase SCA as Nguyen & Neck (2008) and Ginting et al.
(2019) has conducted an empirical research that the KMS influences SCA. Intellectual capital
is a knowledge resource, which is available in the creative economy ecosystem that is useful
in the development of creative economy businesses. Knowledge resources possessed by actors
in the ecosystem will influence the implementation of business KMS as explained in the
literature that KMS is a key factor in business success in achieving SCA. KMS consists of the
activities of acquiring, converting, implementing, and protecting information and knowledge
as important assets that can improve business competitiveness. According to Alavi & Leidner
(2001) KMS can produce benefits in gaining knowledge, creating knowledge, can support and
facilitate knowledge sharing, and knowledge reuse. So that the intellectual capital in this
research analysed its relationship to the KMS of VCD business in achieving SCA.

VCD business combines business knowledge and practical knowledge of VCD as a
collaboration activity of knowledge. So that the KMS of VCD business is carried out as an
effort by the company to synergize the capacity and competencies of available resources and
available opportunities through the flow of information from business people to be used in
forming reliable business strategies.

This research conducted an empirical test of the effect of intellectual capital on SCA
through KMS mediation. Intellectual capital in the creative industry is not only limited to
knowledge related to the structure and responsibilities of work, and the network of relationships
in marketing activities, but no less important is intelligence in generating creativity. This
intelligence is obtained through experience, perseverance, and direct learning processes that
are carried out continuously. Therefore, knowledge collaboration will place intellectual capital
as an input that influences the VCD business KMS in generating SCA.

On the other hand researcher analysed the relationship of intellectual capital on SCA
without KMS mediation. The assumption underlying this is that the system of knowledge
collaboration in the creative economy is "synergy of knowledge". Business knowledge and
intelligence of VCD practitioners, besides not being able to replace each other, also do not
influence each other. Knowledge management in business organizations cannot awaken the
intelligence of VCD practitioners, on the contrary it does not affect the ability of individual
practitioners. So that the mediation of KMS of VCD business does not apply and that different
characteristics of knowledge and skills can build high professionalism that can create business
sustainability and superior competitiveness. The hypotheses to be developed are:

Hypothesis 1: Intellectual capital influences KMS of VCD Business
Hypothesis 2: KMS of VCD Business influence SCA
Hypothesis 3: Intellectual capital directly affect SCA

Hypothesis 4: The effect of Intellectual capital on SCA is mediated by KMS of VCD Business.

METHODOLOGY
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This research analyses the influence of intellectual capital on SCA through and without
the mediation of KMS VCD business. This research is a quantitative research, testing
hypotheses using survey research methods using questionnaires. The measurement instrument
for each variable was adapted from the relevant literature using 5 Likert scale scales from 1
(strongly disagree) to 5 (strongly agree). The accuracy of the research instruments was analysed
using validity and reliability tests. Hypothesis testing techniques using Structural Equation
Modelling (SEM) using AMOS software.

The population in this research is the owner, business manager, and creative designer
in VCD Business. The research sampling method is probability, and the sampling technique is
cluster sampling. The sample size used was 202 respondents. Data was collected through a
questionnaire consisting of 54 questions.

Through a pilot test using 50 respondents, the questionnaire was first distributed
consisting of 65 questions. However, after conducting the validation test, there were four
questions that were excluded from the questionnaire. So that at the stage of distribution to
respondents, the questionnaire consisted of 50 questions.

For the purposes of data analysis, it begins with data processing which consists of the
following steps: [a] assessing sample characteristics, [b] identifying normality of the data, [c]
undertaking confirmatory factor analysis, [d] proposing measurement model and construct
validity, and [e] developing and estimating the structural model.

However, before we start the statistical procedure, we tried to figure the operational
definition of variables used in this research. This is shown in Table 1.

TABLE 1
OPERATIONAL DEFINITION OF VARIABLES

Variable Dimension Concept and Definition of Variables

A potential source of competitive advantage and hence can increase
value creation (Branco & Rodrigues, 2006), viewed as a knowledge
stock that an organization possesses at a particular point in time,
which is managed and accumulated through dynamic knowledge
processes (Bontis, 2004).

Refers to the personal knowledge, skills, experience and capabilities
of knowledge workers (Youndt et al., 2004; Seleim & Khalil, 2011)
Refers to the codified and institutionalized knowledge that resides
within an organization such as organizational routines,
organizational processes, procedure manuals, systems, files,
patents, and organizational culture (Youndt et al., 2004; Seleim &
Khalil, 2011)

Mainly concerned with the organization's relationships with all
related parties and stakeholders, which essentially depend on
Relational Capital | organizational members' capacity to develop and maintain
connections with these parties (Youndt et al., 2004; Seleim &
Khalil, 2011).

The ability to acquire, develop, share, and apply knowledge has
been key to obtaining sustainable CA and sustainable superior
Knowledge performance (Grant, 1996a; Hamel & Prahalad, 1994; Ho, 2008;
Management Powell & Snellman, 2004; Sharkie, 2003; Teece et al., 1997;
System Verona & Ravasi, 2003) through the synergy of knowledge from
each party collaborating with the creative industry business in order
to create strategic competitiveness.

Intellectual
capital

Human capital

Organizational
capital

106 1532-5806-23-2-183
Citation Information: Ginting, Y. M. (2020). Intellectual capital investigation in achieving sustainable competitive advantages in
the creative industry: does the mediation of knowledge management system affect?. Journal of Management Information and
Decision Sciences, 23(2), 99-114.



Journal of Management Information and Decision Sciences Volume 23, Issue 2, 2020

Oriented to gain knowledge that can be explained by many other
Knowledge terms such as obtaining, searching, producing, creating, capturing,
Acquisition and collaborating, all with a general theme - accumulation of
knowledge (Gold et al., 2001).
Oriented to make existing knowledge useful (Gold et al., 2001)
which can be activated by several processes such as regulating
Knowledge (Davenport & Klahr, 199_8; O’Dgll & Grayson, 1998)_, representing
Conversion (Mars_hz_ill et al., 1996), integrating (Grar_1t, 1996; Nielsen, 2006),
combining, structuring, coordination (Miller, 1982 Moore, 1996;
Sanchez & Mahoney, 1996), or spreading knowledge (Davenport &
Klahr, 1998; Davenport et al., 1996; Zander & Kogut, 1995).
K Oriented to the actual use of knowledge (Gold et al., 2001) makes
nowledge knowledge * tive and relevant f ies in creati
Application nowledge 'more active and relevant for companies in creating
value (Bhatt, 2001).
Knowledge Oriented to the protection of knowledge in an organization from
Protection illegal or inappropriate use or theft (Gold et al., 2001).
Sustainable The objective of organizational strategies (Porter, 1985) which are
competitive measured in many dimensions such as innovation, market position,
advantage mass customization, and difficulty in duplication (Byrd & Turner,
2001).
Basic Competing Strategy to compete through the core competencies of the
Strategies organization.
Strategic A strategic effort by organizations to be able to compete in dynamic
competitiveness situations to achieve sustainable competitive advantage.
RESULTS

The research began by examining respondents. For descriptive statistics to the
respondents, it is known that:

[a] male 72.3 % and female 27.7 %

[b] married 34.16 %, unmarried 65.35 % and single parents 0,5 %

[c] age 21-25 years (41.1 %), age 26-30 years (25.25 %), age 36-41 years (4 %)

[d] self-owned capital 76.5 %, funding from banks and financial institutions 9.4 %, joint
venture/cooperation 9.4 %, bank / financial institution accompanied by own capital 4.7%.

Using the values of the kurtosis from the variables of the research, researcher found
that it do not exceed the absolute value of 2 for skewness and 7 for the kurtosis index as Hair
et al. (2014) and Kline (2011), researcher further consider the data of this research as to have
normal distribution, and the maximum likelihood. The measurement of goodness of fit model
which was obtained by operating Chi-Square shows the value of 35.431; the probability value
is 0.062; CCMIN / df value is 1.476; GFI value is 0.961; AGFI value is 0.927; TLI value is
0.978; CFI value is 0.985; NFI value is 0.956; IFI value is 0.985; RMSEA value is 0.049. The
results of the indicators have further proven that the fit model assessment of the research are in
good position and they can further be used as the basis for hypothesis testing through the
regression analysis.

The AMOS SEM results show that [a] intellectual capital affects the KMS (CR 7.763)
in the 0.05 level of significance (P=***), [b] the KMS affects SCA (CR 2.498) in the 0.05 level
of significance (P=0.013***), and [c] intellectual capital does not affect SCA (CR 5.608) in
the .05 level of significance (P=**%*).

Based on the results obtained by the dimensions of intellectual capital which are consist
of dimensions of human capital, organization capital, and relational capital by using a
significant level of 0.05 (P=***) the highest standardized regression weights are in the human
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capital, relational capital, organizational capital. The dimensions of the KMS which consists
of the knowledge acquisition process, knowledge conversion process, knowledge application
process, knowledge protection process with a significant level of 0.05 (P=***). The highest
standardized regression weights in each KMS dimension is knowledge acquisition process,
knowledge application process, knowledge conversion process, and the last one is knowledge
protection process. Dimension of SCA which consists of basic competing dimensions, and
strategic competitiveness dimensions can be accepted as dimensions of SCA at a significant
level of 0.05 (P=***) with the highest standardized regression in the basic competing strategies
dimension, and then followed by the strategic competitiveness dimension. Size of standardized
direct effects between intellectual capitals to SCA 0.61. Whereas the standardized indirect
effects of intellectual capital to SCA through KMS mediation 0.17.

Based on the results of data processing that has been described above, the results are
simply seen in the figure of the research model (Figure 1).
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FIGURE 1
MODEL OF KNOWLEDGE MANAGEMENT SYSTEM IN MEDIATING THE
RELATIONSHIP OF INTELLECTUAL CAPITAL TO SUSTAINABLE
COMPETITIVE ADVANTAGE (SOURCE: DATA ANALYSIS, PROCESSED)

DISSCUSSION

This research empirically examines the effects of [a] intellectual capital on the KMS of
VCD business [b] intellectual capital on the SCA [c] KMS of VCD business on SCA [d] KMS
mediation on the influence of intellectual capital on SCA. Based on research results it was
found that [a] intellectual capital influence the KMS of VCD business [b] intellectual capital
directly influence SCA, [c] KMS of VCD business influences the SCA, and [d] KMS mediates
the relationship intellectual capital towards SCA.

In situations that are uncertain, In order to adapt the company needs to implement KMS.
It is intended that the company is able to map the external and internal environment in a
sustainable manner and obtain appropriate business strategies to achieve short-term, medium-
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term and long term corporate goals. In accordance with Agha et al. (2012) KMS is an effort to
achieve organizational sustainability can bring organizations more flexible and have higher
performance. Lopes et al. (2016) in their research proved that implementation of knowledge
management affects business sustainability by using new knowledge in the form of ideas and
practices that can expand business.

KMS helps organizations produce the most appropriate strategy to position the creative
economy business in the market and produce unique and valuable products and increase
competitive advantage in maintaining a creative economy business. Literature was relate
intellectual capital as an enabler for knowledge management (Nguyen & Neck, 2008).
Intellectual capital owned by the organization influences the effectiveness of achieving
business goals efficiently. Intellectual capital make efforts to manage and use organizational
resources, see opportunities, build business strategies, and conduct performance evaluations
continuously. These efforts can also carried out through the mediation of KMS of business
through working procedures and mechanisms that aim to maintain and empowerment of
intellectual capital optimally in achieving SCA.

The idea-based industry that is the creative economy is different from other business
sectors, knowledge related to ideas, creativity, talent and skills in the creative economy is the
key to success that has a high bargaining position so as to maximize its value, it must be
integrated with business, and marketing strategies. Business relationships are built on the
principle of mutual benefit. So that intellectual capital is maintained and developed as a
profitable relationship. In a business context that promotes creativity and innovation,
knowledge is an important asset that must be protected by business actors involved in business
activities. This aims to prevent the loss of originality sources of the work of creative actors. So
that in achieving SCA, intellectual capital can directly achieve it.

Each party involved in the VCD business strives to improve competence so that they
have a high bargaining value. The potency is very valuable and business KMS is applied to
obtain and maintain these resources. Work agreements and high income incentives are efforts
that can be made, thereby stimulating them to produce creative work that is able to bring
businesses to achieve SCA.

Furthermore, in idea-based industrial activities, the ability to manage company
knowledge resources through intellectual capital capacity can bring companies more
effectively in achieving SCA. Previously, the discussions that had been carried out showed that
intellectual capital is the result of knowledge management practices. As revealed by Kianto et
al. (2017) that Human Resource Management Practices based on explicit knowledge will have
an impact on the company's intellectual capital, resulting in higher innovation performance.
This research was conducted on 180 Spanish companies that implement HRM practices.
Likewise, Ramadan et al. (2017) which analyzes the effect of knowledge management on
intellectual capital through social capital mediation (ICT Sector-information and
communication technology). The results of the research show that there is a relationship
between knowledge management on corporate intellectual capital and social capital mediate
that relationship.

The creative economy has an ecosystem that synergizes with each other in regulating,
developing, promoting business. The creative economy business involves the interaction of all
actors in the ecosystem. This makes intellectual capital consisting of the dimensions of human
capital, organizational capital, and relational capital needed to synchronize the involvement of
ecosystems and VCD business activities. In their research, Hedberg & Stenius-bratt (2006)
explain the role of intellectual capital in the creative industry and the strategy of using
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intellectual property rights obtained from intellectual capital was very valuable for business
continuity. There is a relationship between the concept of intellectual value and the success of
commercial ideas in the creative industry. Intellectual capital is used as important and valuable
assets for creative industry businesses that are protected through agreements and high financial
rewards because these intellectual creations can have an impact on business competitiveness
and sustainability. Their research was carried out in the child segment film industry
(Nickelodeon). Likewise, the Visual Communication Design (VCD) business uses intellectual
capital derived from the knowledge of VCD designers and actors involved in business to be
able to compete in a sustainable manner. Business VCD combines business and management
knowledge, and visual design knowledge as a practice of knowledge collaboration. So that
intellectual capital is related to the ability to manage all company resources through work
mechanisms, and retain knowledge resources so that they have organizational citizenship
behavior. The capacity of each actor in business tends to be very separate, work synergy is
needed in order to developing the creative economy. Therefore KMS is carried out so that
collaboration of knowledge in the creative economy can be directed to achieve SCA.
Intellectual capital can affect the implementation of KMS of VCD business and intellectual
capital affects the increase in SCA through KMS mediation of VCD business.

Although based on the results of data processing above it is known that without KMS
mediation, intellectual capital can succeed in increasing SCA. This is because the
professionalism of each actor involved and each actor has competencies that tend to be separate
and synergize.

CONCLUSION AND IMPLICATION

This research uses the Structural Equation Modeling (SEM) method through AMOS
software. That is a way to test the fit model and find out the magnitude and effect of the
relationship between variables. The AMOS software application requires a large number of
respondents, although this research has been able to follow the rules in its application. But to
respond to curiosity about the consistency of the results in this research, then further research
can use a larger number of samples. Riau Province as the area of this research conducted is the
determinant in the selection of visual communication design business as the object of research.
This is because Riau is a region with high growth in the financial sector, real estate / property,
and services, including trade, hotel and communication sector, and then followed by the service
sector including public services. So that the existence of a visual communication design
business is very potential, easy to find, and able to support the activities of other business
sectors. However, to enhance the SCA of businesses from all creative economic sub-sectors,
further research needs to do in other sub-sectors such as culinary, fashion, crafts, television &
radio, publishing, architecture, game applications & developers, advertising, music,
photography, performing arts, product design, fine arts, film, animation and video, interior
design.

The influence of intellectual capital on SCA through KMS mediation and without KMS
mediation in the VCD business has been discussed in this research. Further research can
examine KMS mediation in achieving SCA and discuss other factors that can be influenced by
KMS mediation in achieving SCA, especially in the creative industries.

The practical implication of this research is to provide VCD business actors with an
understanding and insight into the role of intellectual capital in the synergy of knowledge
needed in business to increase profits and prosperity, providing a better understanding related
to maintaining intellectual capital, sustainability and business competitiveness. The application
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of KMS in the creative industries can mediate the relationship of intellectual capital in
achieving SCA through the process of knowledge acquisition, the process of knowledge
conversion, the process of knowledge application, and the process of protecting knowledge
carried out by businesses. Even without KMS mediation, intellectual capital involved in
business can achieve SCA. This is because increasing the competence of each actor in the
creative economy ecosystem will be aligned with achieving business goals.
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