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ABSTRACT

This study will provide an overview of the characteristics of the resource approach that
can contribute to strategic management practices and improve the capabilities and
competencies of companies to increase competitive advantage through the utilization of
resources, both tangible and intangible. The research method used in this paper is based on a
historical approach and literature review from the opinions of experts who discuss the RBV
theory in relation to capabilities and competencies in creating superior competitiveness.Social
capitaland performance of internal processes is an important company capability in improving
company performance. Both are intangible assets which in turn are strategic assets that can
affect the company's performance. The view of RBV theory provides knowledge of how
important internal resources are in achieving competitive advantage. The RBV approach also
emphasizes that companies that have good financial performance can survive in the long term.
Therefore, this study focuses on the Resource Based View as a view that affects the existence of
social capital and internal process performance as a predictor of a company's financial
performance.

Keywords: Financial Performance, Resources Base View, Social Capital, Internal Process
Performance

INTRODUCTION

Based on the RBV theory's view of improving financial performance, it is influenced
by various internal resources, one of the internal conditions in the form of intangible assets that
can affect financial performance is social capital and internal process performance. Social
capital is a form of intangible internal strength that can be used to improve the company's
financial performance.Social capital is a resource owned by a person or group of people by
utilizing a structured network or relationship and there is a mutually recognized relationship
between its members (Svendsen et al., 2015). Social capital is formed through investment
strategies oriented to group relations that can be used as a source to generate profits.Social
capital owned can be in the form of relational strength owned by business managers who are
able to provide more value for the existence of financial performance so that it can become a
competitive advantage for the company.

The strength of social capital alone is not enough to optimize the financial performance
of an organization. One of the strategies used by organizations to achieve competitive advantage
is the application of optimizing the performance of internal processes. Internal process
performance is one of the management control processes. According to Scheer, (2016), this
control process includes the following points: (1) Evaluation, analysis and continuous
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improvement of business workflows both automatically and manually, (2) Map of the reality
process in an issue-oriented manner, tasks and tasks that have been carried out , (3) The result of
the control process is the transparency of the process, in terms of structure and for evaluation
purposes, (4) The result of the internal process is used as a base point for process optimization.
The performance of this internal process includes operations management process,

Social capital and performance of internal processes is an important company
capability in improving company performance. Companies can also pay attention to how these
two types of intangible assets become strategic assets that can affect the company's
performance. The study of the Resource Based View (RBV) approach by utilizing its resource
assets and capabilities to be used effectively and efficiently in order to achieve increased
financial performance and maintain the company's competitive advantage. The view of RBV
theory provides knowledge of how important internal resources are in achieving competitive
advantage. The RBV approach also emphasizes that companies that have good financial
performance can survive in the long term.

LITERATURE REVIEW

The RBV theory considers the company's internal capabilities as an important factor in
managing the company's resources so that the company is able to gain a competitive advantage.
Schienstock, (2019) stated that the consequences of management's ability to manage company
resources in an integrated manner can increase the company's competitive advantage position.
Chua, (2018) states that managerial capability will increase along with the increase in the
company's competitive advantage so that it is finally able to improve organizational
performance.

The Resource Based View (RBV) theoryor the resource-based view focuses on an
internal-level analysis of the firm's strengths. The theory of the company's resource-based view
has been revealed in various studies as a means of explaining competitive advantage which
ultimately results in superior performance in the company (Clulow et al., 2017). The resource-
based view theory posits the importance of key resources that exhibit certain characteristics
enabling firms to execute strategies to meet customer needs, thereby increasing the firm's ability
to secure sources of competitive advantage and in turn superior performance in the firm.

The resource-based view focuses on analyzing the various resources owned by the
company, stating that differences in company performance can be related to differences in
resources and capabilities. Resources can be defined as intangible and tangible factors that the
company is able to control (Amit et al., 2013). Intangible resources include capabilities and
assets including knowledge, skills, reputation, and managerial abilities (Hall et al., 2017).
Clulow, et al., (2017) show the relationship of intangible asset resources (eg client trust,
reputation, network, strategy and intellectual property) and capabilities (eg knowledge,
organizational culture, skills and experience) as valuable, unique and complex resources with
sustainable competitive advantage.

The types of capabilities are divided into (1) Dynamic Capability, which is the ability
to find and use company resources, respond quickly to new opportunities and be able to create
something new and adapt to the external environment. (2) Absorptive Capability, is the ability
related to the process of processing information originating from the external environment and
then combined with the ability to integrate that information with available resources in order to
provide products that are in accordance with what the market wants.

Capabilities consist of (1) Intentionality, which means the ability of managers to use
both tangible and intangible resources to achieve company goals. (2) Reliability, which means
the ability of managers to manage the company's operations needed to produce quality products
according to market desires (Edelman et al., 2015). Organizational capabilities in addition to
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helping managers make the right decisions, also facilitate the formation and integration of
networks of cooperation both internally and externally. Capabilities enable companies to
effectively solve their main problems (Heuetal et al., 2016).

METHODOLOGY

This study uses a qualitative research design based on a historical approach and
literature review from the opinions of experts who discuss the theory of Resources Base View in

relation to capabilities and competencies in creating superior competitiveness.
Some of the literature analyzed include:

Ahangar, (2018)

Anklam, (2016)

Edelman, et al., (2015)

Evans, (2016)

Paldam, et al., (2020)

Ramandai, et al., (2019)

Lumusu, et al., (2013)

Shadig, et al., (2013)

Boritz, et al., (2017)

10. Lucas, (2018)

11. Svendsen, (2020)

12. Fukuyama, (2019)

13. Bram, (2018)

14. Aghion, (2018)

15. Weaver, (2018)

16. Spender & Groen, (2016)

17. Utterback,(2013)

18. Woolcock & Narayan, (2017)

19. Liao & Welsch, (2015)

20. Davidson, et al.,(2013)

21. Tsai, (2015)

22. Hit & Hesterly,(2014)

23. Chen, etal., (2015)

24. Aghion, et al., (2016)

25. Edison, et al., (2018)

26. Damanpor, (2014)

27. Cork, (2015)

28. Assad, (2015)

CoNoRr~WNE

RESULTS AND DISCUSSION
Research Position Mapping

The development of studies on social capital and internal process performance on
financial performance is mapped as follows: (Table 1)

Table 1
MAPPING OF POSITIONS PREVIOUS RESEARCH RELATED TO SOCIAL
CAPITAL, INTERNAL PROCESS PERFORMANCE AND FINANCIAL
PERFORMANCE

Social Internal Financial
No Research (Year) . Process

Capital Performance

Performance
1 Ahangar, (2018) X X
2 HI, (2016) X X
3 Edelman, et al., (2015) X X
3
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4 Evans, et al., (2016) X X
5 Paldam, (2020) X X
6 Lucas, (2018) X X
7 Svenden, (2020) X X
8 Fukuyama, (2019) X X
9 Bram, (2018) X X
10 Aghion, (2018) X X
11 Spender & Groen X X
12 Utterback, (2013) X X
13 Woolcock & Narayan, (2017) X
14 Liao & Welsch, (2015) X X
15 Davidson, et al., (2013) X X
16 Tsai, (2015) X X
17 Hit & Hesterly, (2014) X X
18 Chen, et al., (2015) X X
19 Aghion, et al., (2016) X X
20 Edison, (2018) X X
21 Damanpor, (2014) X X
22 Cork, (2015) X X
23 Weaver & Weston, (2015) X X X
24 Ramandai, et al., (2019) X X
25 Lumusu, et al., (2013) X X
26 Shodig, et al., (2013) X X
27 Boritz, et al., (2017) X X
28 Asaad, (2015) X X
DISCUSSION

This study will provide an overview of the characteristics of the resource approach that
can contribute to strategic management practices and improve the capabilities and competencies
of companies to increase competitive advantage through the utilization of resources, both
tangible and intangible. It is expected that the company can optimize the internal strength of its
resources, which in this paper are in the form of the existence of social capital and the
performance of internal processes for improving financial performance and achieving the
company's competitive advantage.

Studies on Rasources Base View (RBV) Theory have been carried out since the 1960s.
The contribution of this theory to the company is a direct strategy on the existence of the
company's internal resources that affect the company's performance. Ahanger, (2018) states that
the resources referred to in this view concept are the company's internal strengths in the form of
tangible and intangible assets (Ramandai, 2019). Company resources are tangible and intangible
assets that are tied semi-permanently to the company and are able to provide improvements to
the company's financial performance (Utterback, 2013). The development of the RBV concept
leads to the perspective of how the existence of internal resources in the form of tangible assets
and intangible assets can then improve financial performance and can then become a company
strategy to achieve competitive advantage (Boritz, 2017). RBV theory states that sustainable
competitive advantage rests on organizational resources that are very valuable, rare, difficult to
imitate and non-substitutable (VRIN) as well as intangible assets in the form of social capital
and performance of internal processes in organizational settings which are strategies to improve
the company's financial performance (Spender & Groen, 2016).

The concept of RBV theory involves the existence of intangible assets as organizational
resources that are valuable, unique, rare and difficult to imitate as a strategy for company
excellence (Weaver, 2018). Utilization of intangible assets in the form of social capital and
internal process performance as an implementation of the RBV view is a strategy that
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companies can use to improve financial performance in order to achieve competitive advantage
(Davidsson et al., 2013).

Good financial performance will be obtained by the company if the entity is able to
optimize the unique strengths of its internal company. RBV theory (Resources Base View
Theory) considers the company's internal capabilities as an important factor in managing the
company's resources so that the company is able to gain a competitive advantage. Social capital
is one of the intangible internal factors that can encourage increased financial performance for
the achievement of competitive advantage. Ahangar, et al., (2018) suggest that management's
ability to manage company resources in an integrated manner can increase the company's
competitive advantage position.

Social capital as a form of intangible assets that is important in the company's
relationship with the community. Social capital in the entity's relationship with the community
involves good will, friendly will, mutual sympathy and adequate cooperation and social
relations between individuals and groups of individuals to form a social group. Anklam, (2016)
states social capital specifically as social norms and relationships that are inherent in the social
structure of society and allow people to coordinate activities and achieve goals. Woolcock &
Narayan, (2017) who revealed that social capital is a norm and network that allows people to do
things together.

The ability of a group or group unit to work together and create trust both between
members and with outsiders so as to be able to create great power to cooperate in fostering the
confidence of external parties (Edelman, 2015). Cooperation and trust can then be a force to
facilitate the flow of information that can reduce transaction costs or even eliminate transaction
costs. Cooperation networks can also be a social security that can increase individual and group
access to resources. Social capital also concerns norms and values that can reduce opportunistic
attitudes and free rider behavior. Jones, (2014) revealed that the existence of social capital can
reduce opportunistic problems, reduce the possibility of market failure especially in terms of
information and possible free rider problems. The existence of social capital will also facilitate
collective action. When all group members can work together based on mutual trust which is
based on general values that apply so that mutual trust, do not bring each other down, do not
oppress each other and other bad attitudes.

The existence of social capital as an intangible asset based on RBV theory can be an
important factor for companies (Lucas et al., 2018). The results of the study reveal that social
capital is able to influence business growth and business performance (Liao & Welsch, 2015).
The combination of work and friendship will affect the overall performance of the organization.
Evan, et al., (2016) found that the communication process is an important element for the
success of an organization. Social capital includes trust relationships between individuals, which
in turn are able to create conditions that support the growth of organizational performance
(Aghion et al., 2016).

Social capital as a form of intangible assets is an elaboration of the structural
dimensions, relational dimensions and cognitive dimensions (Hauetal, 2016). The social
dimension is a pattern of relationships between members of an organization that includes trust
and trustworthiness. Trust is an inherent attribute in a relationship. Trustworthiness is an
attribute attached to individuals involved in the relationship. The cognitive dimension is a
resource that provides shared representation and interpretation, as well as a system of meaning
between parties in the organization (Hite & Hesterly, 2014). The relationship between financial
performance with friendship and this interdependence relationship will affect the financial
performance of the organization and the achievement of the company's competitive advantage.
Bram, et al., (2018) stated that the communication process for the implementation of social
capital is an important element for the company's financial performance. Social capital includes
trust relationships between individuals, which in turn are able to create conditions that support

financial performance (Anklam, 2016). Social capital consists of social networks, reciprocity
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and value to achieve common goals in the form of improving the company's financial
performance (Edelman, 2015).

Studies revealing the impact of the existence of social capital on performance have
been revealed by several researchers. Edison, et al., (2018) wrote about the positive relationship
of social capital on company performance. Lucas, et al., (2018); Pladam, et al., (2020) showed
positive and significant results on the relationship of social capital with company performance.
Bram, et al., (2018); Evan, (2016) reveal a positive and significant relationship between social
capital and company performance. Based on the views of the Resources Base View (RBV) on
the existence of social capital as intangible assets, the existence of social capital is one of the
internal resources that can support the improvement of financial performance.

Lusardi, (2012) reveals a positive and strong influence between social capital and
income which has an effect on financial performance. Huston, (2010) found a social relationship
and the quality of institutional performance. Igartua, (2010) also revealed that social capital has
a positive influence on the development and growth of financial performance. Mina Baliamoune
Lutz, (2015) finds the fact that there is an effect of social capital on performance. Social capital
which refers to the existence of institutions, interactions, and rules will shape the quality and
quantity of community social interactions (Bisbe, 2014). Research evidence shows that social
relationships are very important in the interaction between companies and the community for
sustainable prosperity through improving financial performance (Leito, 2018).

According to Glaeser, et al., (2011), social capital as intangible capital will facilitate
productive activities which can further improve financial performance. Chua (2012) conducted a
study in the development of various basic elements of social capital, such as network
relationships, social norms, trust and willingness to reciprocate in order to improve the quality
of the company and improve performance as a strategy to achieve competitive advantage. Other
research tries to reveal how the conceptual framework of the operationalization of social capital
is by establishing various criteria that can be used to measure the condition of corporate social
capital in a community group (Tsai).

Improving financial performance is a common thing that is used as a measure of
organizational performance which is the result of the influence of a company policy (Weaver et
al., 2015). Financial performance is the final process of profit-oriented organizational activities.
Financial performance focuses on revenue growth, asset growth and profit growth. Good
financial performance based on the views of the Resources Based View (RBV) theory will
depend on the utilization of the company's internal resources both related to tangible assets and
intangible assets. One form of intangible fixed assets that can be utilized by companies to
improve financial performance as a strategy for achieving competitive advantage is the
existence of good internal process performance. Good internal process performance is a
complementary element of the suitability of an entity. Internal process performance is one of the
management control processes. According to Weston, et al., (2018), this control process
includes the following: (1) Evaluation, analysis and continuous improvement of business
workflows both automatically and manually, (2) Map of the reality process in a task issue-
oriented manner and the tasks that have been carried out, (3) The results of the control process
are process transparency, in terms of structure and for evaluation purposes, (4) The results of
internal processes are used as the basis for process optimization. Internal process performance
includes operations management process, customer management process, innovations process
and regulatory and social processes. achieving good performance (non-financial and financial),
involves the existence of a competitive advantage, so that it can compete in the global market.
Competitive advantage can be achieved by involving a good internal process performance
strategy which can further improve the company's financial performance. Internal process
performance is a control related to the achievement of performance. Entity performance that
must be achieved is a requirement for a company to be above the average of its competitors.

Implementation in the application of Resources Based Theory is a view that is oriented
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towards the utilization of the company's internal resources. Comprehensive internal process
performance measurement includes performance measurement from various aspects (Cardinaels
& Veen-Dirks, 2010). Performance measurement must inform the measurement of all aspects so
that it becomes a comprehensive performance measurement (Banker et al., 2013). Designing an
entity's internal process performance measurement requires an appropriate model. Measurement
of internal process performance with the appropriate model will be able to describe the financial
performance of the entity. Internal Process Performance is one of the multidimensional controls.
Banker, et al., (2014) who said that internal process performance is a comprehensive
measurement, because it measures various aspects of internal process performance (Sveiby,
2014). Financial performance is the final process of profit-oriented organizational activities.
Financial performance focuses on revenue growth, cost reduction or savings and increased use
of assets (Gabby, 2018). Efforts to achieve good performance, the entity must have a
competitive advantage, so that it can compete in the global market. Competitive advantage can
be achieved by having the right competitive strategy that involves the existence of good internal
process performance Efforts to achieve good performance, the entity must have a competitive
advantage, so that it can compete in the global market. Competitive advantage can be achieved
by having the right competitive strategy that involves the existence of good internal process
performance Efforts to achieve good performance, the entity must have a competitive
advantage, so that it can compete in the global market. Competitive advantage can be achieved
by having the right competitive strategy that involves the existence of good internal process
performance. Uzzi, (2017) states that internal process performance is a pattern of decisions
related to performance achievement. The performance of internal processes that are
multidimensional in nature must be achieved so that the entity can achieve performance above
the industry average. According to Resource Based Theory which emphasizes achieving
organizational or company performance with performance above the industry average, it is
largely determined by the characteristics and internal factors of the company (Burt et al., 2017).
Implementation in Resource Based Theory is very dependent on the concept where good
financial performance is the impact of the existence of internal process performance as adequate
intangible assets.

The company or organization manages the performance of internal processes to deliver
the different value propositions of the strategy. Managing the performance of internal processes
will then go through four series of processes, namely: identifying opportunities for new goods
and services, managing research and development portfolios, designing and developing new
goods and services, and bringing new goods and services to customers where the whole process
is able to increase profits in order to maximize profits. financial performance (Wong, 2015).

The implementation of internal process performance and the feedback obtained is
expected to be used as an assessment material for the relationship between internal process
performance appraisal and financial performance. so that the more effective the performance of
internal processes, the higher the financial performance (Ramandei et al., 2019). The
performance of internal processes is structured to provide confidence in the achievement of
organizational performance goals and objectives so that it can be explained that the performance
of internal processes has a positive influence on the financial performance of a company (Rai et
al., 2018). Internal process performance has a positive and significant effect on performance
(Lumusu et al., 2013).

Competitive advantage is obtained by assets that are intangible and have capabilities
that are reflected in superior performance for company owners, while superior financial
performance is reflected in financial capabilities such as higher profits, increased sales and
market share (Ahangar, 2018; Chen, 2015; Firer, 2015). The results of various previous studies
reveal that the Resources Based View is implemented on the utilization of intangible assets as
the company's internal strength. Intangible assets such as social capital and internal process

performance are strategic factors that affect the effectiveness of the company's financial
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performance (Anklam, 2016; Damanpor, 2014; Cork, 2015; Shadig, 2013).

CONCLUSIONS AND SUGGESTIONS

Among all the discussions about the resource-based view that have been discussed,
there are similarities in research such as that conducted by Evans, (2016); Edelman, (2015);
Anklam, (2016), it has been found that intangible assets in the form of social capital and internal
process performance are based on the RBV view. is a valuable internal resource, unique and
difficult to imitate. The value of intangible assets and capabilities can be adjusted by the
company because of the unique combination of the company philosophy, in the utilization of
social capital and the performance of internal processes to improve financial performance for the
achievement of sustainable or long-term competitive advantage. Utilizing the existence of social
capital and the performance of internal processes as part of the strategy so that the company gets
a competitive advantage and superior economic performance if the resources meet the VRIS
criteria (Barney, 1991). Barney's model shows that resources are Valuable (V), Rare (R),
expensive to Imitate (1), and nonsubstituable (S), where resources can be a source of competitive
advantage.

Suggestions for future research are: (1) considering the business life cycle and (2)
analyzing other elements of intangible assets that are related to the existence of financial
performance.
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