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Abstract: - This research aimed to investigate the effect of human capital (HC) and knowledge management
(KM) on organizational performance (OP) with the mediating role of organizational learning culture (OLC)
applied to the banking sector in Indonesia. A quantitative method was used in the investigation, and data were
collected through questionnaires distributed to 144 respondents. Furthermore, Partial Least Squares Structural
Equation Modeling (PLS-SEM) was used as the data analysis method, and hypothesis testing was carried out
using the SmartPLS version 4.0 application. The results showed that HC and KM both possessed a positive and
significant effect on OP through OLC mediation. This research further served as a reference for organization
management aiming to achieve competitive and sustainable advantages through effective HC management and
KM implementation, supported by the application of OLC. Additionally, the analysis emphasized the role of
OLC in optimizing the contributions of HC and KM to OP and productivity. OLC further played a crucial role
in internalizing a learning culture among employees, fostering unique capabilities and advantages that helped
management create and promote new knowledge, eventually converting it into a competitive advantage.
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1 Introduction closely linked to knowledge management (KM),
The era of globalization and the industrial Which ' leverages intellectu.al. capaci.ty to fpster
revolution in the rapidly changing global creativity, boost productivity, drive 'busmess
competitive environment poses a challenge for innovation, and develop more efficient and
organizations striving to stay competitive in the advanced production methods, [3].

market. One of the most critical factors for Human f:apital (HC) recognizes that people in
achieving this competitiveness is excellence in an organization are invaluable assets contributing to
human resources. Unlike structural or financial development and growth, similar to physical assets
capital, which can be easily replicated, human hk? machil'lery and resources. The collective
resources serve as the most significant source of attitudes, skills, and abilities of employees play a
competitive advantage because of their unique and crucial ~ role in mproving organizational
non-imitable nature, [1], [2]. This advantage is performance (OP) and productivity, [4], [5]. Several
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publications, including those in [6], [7], [8], outlined
the importance of treating human resources as

assets. These publications emphasized that
organizations  should continuously  develop
individual capacities through sustainable KM

practices, significantly enhancing HC and OP. Key
elements such as knowledge, experience, skills,
innovation, and employee morale all have
statistically significant and varying levels of positive
impact on performance.

OP is inherently tied to the strategic role of
knowledge, which serves as a crucial resource for
maintaining and enhancing competitive advantage.
Managers can leverage knowledge as a central asset
to empower employees in creating innovative
solutions, ensuring the organization's performance
remains effective and competitive, [9]. Additionally,
KM has attracted significant attention for the
potential to improve OP and strengthen the
organization's competitive positioning, [10], [11],
[12]. Effective KM processes, which include the
evaluation of individual employee data such as
seniority, skills, and performance, enable the
organization to project and improve OP
comprehensively, [13]. KM also fosters the creation,
sharing, storage, and application of knowledge by
stimulating innovation and driving improved results,
[14].

This research aimed to provide empirical
evidence on the role of HC and KM in contributing
to OP. Although previous publications, including,
[15], [16], [17], have explored the effects of HC and
KM on OP, gaps remain in understanding how KM
is internalized among employees. The analysis
addresses these gaps by examining the role of
organizational learning culture (OLC) as a
mediating factor between HC, KM, and OP.
Insufficient implementation of KM often leads to
inaccessible organizational knowledge, which
hinders improvements in OP, [18], [19], [20]. OLC
is one aspect of concern in the success of improving
OP practiced through behaviors, attitudes, and
competencies that ensure learning is valued and
promoted, [21], [22]. It ensures that employees
continually acquire and enhance their knowledge,
eventually driving the success of the organization,
[23].

2 Literature Review

2.1 Human Capital
Learning Culture

and Organizational
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HC was often viewed individually because each
employee possessed specific abilities, skills, and
knowledge that companies required, impacting the
development of OLC, [24]. Based on the HC
concept, OLC depended on the type of employees in
the organization, particularly the unique knowledge
and skills, suggesting an interrelationship between
HC and OLC. This research concluded that HC
could be considered a strategic asset when it
increased valuable expertise and provided a
competitive advantage. Consequently, companies
retained such employees because they generated
substantial benefits for human resources, [24].
These results correlated with OLC, which
established various flexible choices for companies
in creating, disseminating, institutionalizing, and
internalizing knowledge in human resources
management processes by creating uniqueness and
specific characteristics not possessed by other
companies, [25]. Additionally, [26], stated that
employees with unique knowledge and value
contributed more to promoting OLC.

Based on the results, the uniqueness and value
of knowledge, along with individual skills and
qualities, were positively related to OLC. HC with
greater competitive value and uniqueness had the
potential to explore and discover new ways of
working that eventually became new habits or
cultures in the organization. Furthermore, this type
of HC was able to produce a learning culture, which
was essential because knowledge added value and
needed to be internalized in the organization to
create various competency developments. Based on
the theoretical explanation and previous research,
the following hypothesis was proposed.

H1. Human capital had a positive and significant
effect on organizational learning culture.

2.2 Human Capital
Performance
Human resources were fundamental variables for
every organization in determining success. In
various companies, human resources represented
necessary capital consisting of a combination of
knowledge, skills, competence, innovation, and
individual or employee expertise that drove
organizational growth, [27], [28]. HC was further

and Organizational

observed as a valuable asset in ensuring
organizational productivity. In this context, a
human-oriented management system requires

training, management, and retention of HC to ensure
employees contribute effectively to the organization,
[29], [30]. Companies could apply instruments to
measure HC capacity, including the measurement of
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HC components relevant to employee duties and
responsibilities with a direct contribution to OP,
[31].

HC, which included the collective knowledge,
skills, capacities, and work experiences of
individuals in the organization, significantly
impacted OP, [32]. HC gaining increased
knowledge through individual cognitive
enhancement could simultaneously impact the
effectiveness of the individual and OP.
Theoretically, organizational productivity and
performance were significantly influenced by
individual abilities, expertise, and skills. This was
further supported by the importance of hiring the
right human resources to improve and foster
positive attitudes of competence and intellectual
capacity, [33], [34]. HC conceptually had a complex
and unique configuration, comprising intellectual
capacity, skills, and a combination of individual
expertise, which provided a distinct competitive
advantage, [35]. This concept possessed a basic
principle emphasizing the contribution and
participation of individuals in the process of
increasing capacity through education, which led to
the effectiveness and efficiency of organizational
performance, [36], [37]. Based on the theoretical
review and previous research on the effect of HC on
organizational  performance, the  following
hypothesis was proposed.

H2. Human capital had a positive and significant
effect on organizational performance.

2.3 Knowledge Management and
Organizational Learning Culture
KM from the organization's perspective showed the
existence of a knowledge-based resource that
produced competencies not easily imitated by
competitors, [38], [39]. This knowledge was a
process by which an organization created,
maintained, and enhanced its competitive
advantage. KM was also inseparable from the role
of OLC, which influenced the effectiveness of
internalizing new knowledge produced. At a more
complex level, this knowledge became a
coordinated organizational routine comprising many
individuals efficiently integrated with policies and
flexibility that determined the ability of knowledge
to be converted into a competitive advantage, [40].
In previous research, implementing good KM,
creating a learning culture, and increasing
investment in human resources contributed to
significant returns on investment, improving OP,
determining market positioning, and generating
competitive advantage over competitors, [41], [42],
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[43]. This point began by describing and developing
the role of KM in the organization. KM was related
to creating, managing, transferring, and using
knowledge in the organization, [27]. Organization in
the business context perceived knowledge as
independent of a particular group, where knowledge
was stored in repositories, policies, and routines,
[44]. The successful implementation of OLC in an
organization required individual knowledge to be
transformed into information that could be
disseminated and used by other employees, [45],
[46]. When associated with the concept of KM, this
process was implemented by the organization to
assess and translate information into learning,
forming a culture that produced knowledge. Based
on previous research and the arguments, the
following hypothesis was proposed.

H3. Knowledge management had a positive and
significant effect on organizational learning culture.
2.4 Knowledge Management and
Organizational Performance

KM as a process indicated that an organization's
ability to process, store, change, disseminate, and
internalize knowledge into the organization was
necessary to use infrastructure capabilities, [10].
The knowledge acquisition process relied on the
organization’s ability to identify, obtain, and
accumulate  valuable internal and external
knowledge to support its business operations.
Business companies often faced dynamic and rapid
changes where knowledge represented one of the
strategic assets for maintaining existence and
competitive advantage for organizational success,
[47]. Effective knowledge resource management
depended significantly on the organization’s success
in implementing the KM process, leading to OP,
[48]. For instance, the acquisition, dissemination,
sharing, and use of knowledge not only impacted
the increase in collective learning but also
influenced decision-making processes, thereby
enhancing organizational performance and profile
through innovations, [49]. Recent publications
found a significant and positive relationship
between KM and OP in business companies, [47],
[49], [50]. Based on the arguments, the following
hypothesis was proposed.

H4. Knowledge management had a positive and
significant effect on organizational performance.
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2.5 Organizational Learning Culture and
Organizational Performance

OLC was based on processes of creating, managing,
storing, and disseminating new knowledge in an
organization, which significantly affected behavior
and created a work culture. It also played an
essential role in ensuring that companies of all types
achieved sustainability and maintained their
existence in markets with tight and competitive
conditions, [51]. OLC combined dynamic processes
to create, build, acquire, and integrate knowledge
that was internalized into beliefs, shared values,
norms, behaviors, and organizational characteristics.
These processes aimed to develop organizational
resources and capabilities for achieving superior
performance, [52]. Additionally, OLC played a role
in companies growing in uncertain and dynamic
environments by improving performance through
learning environments and the internalization of
knowledge by employees, [53]. It was considered a
crucial factor in companies for determining
performance and  explaining  performance
achievements, [54]. Previous research on OLC, such
as [51], [55], stated a significant effect of OLC on
OP. Based on the arguments and results of previous
research, the following hypothesis was proposed.

HS5. Organizational learning culture had a positive
and  significant effect on  organizational
performance.

2.6 The Mediating Role of Organizational
Learning Culture
OLC played an essential role in the success of KM
implementation because the practices fostered and
developed a new type of culture that motivated the
creation and dissemination of knowledge to
employees in producing new competitive values for
the organization, [14], [56], [57]. KM was a new
knowledge-learning  process  that  included
continuous and team learning, investigation,
empowerment, and promotion of knowledge. These
aspects were often considered insufficient to
improve the productivity of OP, [58]. Specific
research  supported the results that KM
implementation was still insufficient to -create
sustainable OP, as stated in [58], [59]. Therefore,
the roles of managers were crucial in KM
implementation, which was realized through the
internalization of knowledge to employees in the
daily work, ensuring new knowledge became
embedded as employee values and references by
fostering a culture of continuous learning, [52]. This
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research assumed the need for OLC to optimize the
impact of the relationship between KM and OP.

Strategic management of human resources
system design created organizational characteristics
correlated with the environment, facilitating
organizational capabilities to achieve desired
performance, [60]. From a strategic perspective, this
produced ideas at the managerial level, including
core competencies such as knowledge, intellectual
competencies, and unique skills, which generated
organizational competitive advantages. These were
achieved by combining individual employee
learning abilities with collective performance, which
contributed to the success of OP, [61]. The process
included creating and improving competencies for
employees that were unique, distinctive, and not
easily imitated. Therefore, business companies were
advised to invest in human resources, particularly in
enhancing individual capacity through education
and training, which positively impacted intellectual
capacity and superior employee capabilities, [25].
Publications showing a relationship between HC
and OP have been reported in [19], [37], [62]. This
research aimed to bridge the relationship between
HC and OP through the role of OLC. Implementing
OLC helped create knowledge internalization during
the environmental uncertainties faced by the
organization, [53]. Based on the arguments and
results of previous research, the following
hypotheses were proposed. The research framework
model based on the description was depicted in
Figure 1.

H6. Knowledge management had a positive and
significant effect on organizational performance
through organizational learning culture.

H7. Human capital had a positive and significant
effect on organizational performance through
organizational learning culture.

Therefore, human resources are regarded as one
of the most valuable and strategic assets within
organizations.  Nonetheless,  achieving  and
sustaining competitive advantage cannot be based
solely on the availability of existing personnel.
Hence, it is crucial to strengthen capabilities, skills,
and knowledge through the application of
knowledge management (KM) practices. It can be
explained in Figure 1.
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Organizational
Learning
Culture

Organizational
Performance

Knowledge
Management

Fig. 1: Research Framework
Source: created by the authors

This conceptual framework was developed
based on the concept of knowledge-based view
theory. This theory explains that knowledge is a
crucial strategic resource and needs support from all
resources in the company. The learning organization
can also be formed from this theory with supporting
assets strategies which has a capability of human
resources that creates value for improving the
organization's performance.

3 Methodology

3.1 Research Design

This research used a quantitative analysis method
and a hypothesis test using Partial Least Squares
Structural Equation Modeling (PLS-SEM). The tool
used to measure and analyze data was the SmartPLS
version 4.0 application. PLS-SEM further served as
a method for conducting convergent and
discriminant validity tests to evaluate structural
models. The aim was to explain the relationship
between constructs while interpreting the value of
these relationships, [63], [64]. PLS-SEM analysis
method operated through the evaluation of outer and
inner models, [65]. The outer model was carried out
in two stages, namely validity and reliability tests
aimed at assessing the relationship between
constructs. Validity test was divided into two steps,
namely the convergent based on the loading factor
value and the discriminant referring to the average
variance extracted (AVE) value, [63], [65]. The
second stage of the outer model included a
reliability test based on the measurements of
Composite Reliability (CR) and Cronbach's Alpha
(CA) values, [63]. The inner model measured the
structural model based on R2, Q2, and GFI values,
as well as hypothesis testing using the path
coefficient, [63], [66]. A hypothesis test aimed to
examine the effect of independent variables on the
dependent variable. The significance value of the
research model was determined by referring to the t-
statistic and P-value values, while the direction of
the effect (positive or negative) was identified based
on the original sample value (O), [63], [67].
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Additionally, the Sobel Test was conducted to
compare the values of direct effects and mediating
effects and to identify the mediating effect with the
most significant influence, [68].

3.2 Data Collection and Respondents

The research population comprised 215 branch
office heads from 20 of the largest banking
companies in Indonesia, each of which had more
than one million customers. Based on this
population, the sample size required for data
collection was determined. The sample size was
calculated using the random sampling method,
following the guidelines provided by [63]. This
method required multiplying the number of
indicators by five. In this research with 24
indicators, the minimum sample size was calculated
as 120 individuals with (Cohen 2 = 0.05), a. = 0.05,
power = 0.80. A total of 150 questionnaires were
distributed electronically to all respondents,
accompanied by a cover letter explaining the
purpose of the research and informed consent to
each respondent. From this population, 150
participants were selected using a simple random
sampling technique. Specifically, we obtained a
complete list of eligible respondents. A random
number generator (Microsoft Excel RAND
function) was then used to select participants until
the target sample size was achieved.

The cover letter emphasized that participation
was voluntary without any form of coercion and
assured respondents of the confidentiality of their
responses. In addition, each research respondent was
asked for written consent and was informed of the
purpose of filling out the questionnaire. Informed
consent has been obtained from each respondent
who has been willing to participate in the study.
There was no strict deadline for completing the
questionnaire. Data collection took place over 2
months from September to October 2024. Among
the 150 questionnaires distributed, 144 were
completed in full, representing a 96% response rate.
The remaining 4% could not be used due to
incomplete answers. Therefore, the final sample size
for the research consisted of 144 respondents.
Detailed demographic information about
respondents is further provided in Table 1.

3.3 Instrument and Measurement

All items in each construct were measured using a
S-point Likert scale, where one corresponded to
"strongly disagree" and 5 to "strongly agree." The
indicators used were derived from various relevant
sources and tailored to fit the research objectives.
The research instrument was measured by 24
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question items from four research variables. HC
variable was measured using six items based on
previous publications, such as [24], [69].
Furthermore, six items were used to measure the
KM variable, [10], [39]. The OLC variable was
measured using four items, [43]. The OP variable
was further measured through 8 items, [41], [70].

3.4 Ethical Consideration

This research had been approved by the Institutional
Research Board (IRB) Universitas Esa Unggul with
No 0415-10. 021 DPKE-KEP/Final-
ea/UEU/VII/2024. All respondents who are willing
to participate in this study are required to sign the
informed consent.

4 Results

4.1 Respondents’ Profile

The data collected from 144 respondents met the
criteria for processing and analysis. The
demographic information of respondents included
four categories, namely age, education level, gender,
and work experience. The most significant
proportion of respondents fell in the age range of
31-40 years (36.81%), followed by those aged 41-50
years (28.47%), 21-30 years (22.92%), and over 50
years (11.81%).

Table 1. Demographic Data of Respondents

. Frequency Percentage
Description 1 dividuals) (%)
Age
21-30 years 33 22.92%
31-40 years 53 36.81%
41-50 years 41 28.47%
>50 years 17 11.81%
Last
education
Bachelor 118 81.94%
Master 21 14.58%
Doctoral 5 3.47%
Gender
Male 70 48.61%
Female 74 51.39%
Work period
5-10 years 63 43.75%
11-15 years 71 49.31%
>15 years 10 6.94%
n=144
Source: created by the authors
Regarding education level, 81.94% of

respondents held a bachelor’s degree, while 14.58%
had a master’s degree and 3.47% had a doctoral
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degree. Gender distribution was nearly equal, with
male respondents accounting for 48.61% and
females making up 51.39%. Finally, respondents
with 11-15 years of work experience formed the
largest group (49.31%), followed by those with 5-10
years (43.75%) and over 15 years (6.94%). The
demographic information of respondents was further
explained in Table 1.

4.2 Measurement Model

The evaluation results of the outer model were used
to determine the validity and reliability of each
indicator and to assess the relationship between the
constructs and the indicators. Validity test was
considered valid when the loading factor value
fulfilled the specified requirements, namely > 0.70,
[63]. Reliability test referred to the values of CA
and CR, with both required to exceed > 0.70 to meet
reliability criteria, [63]. Furthermore, the AVE value
for each variable was considered valid when it
exceeded > 0.5 and was greater than the cross-
loading values, which would indicate Convergent
Validity (CV), [63], [65].

Based on the statistical data processing results
in this research, validity values of all indicators
were found to meet the required standards as
reflected in the loading factor values > 0.07.
Reliability values also satisfied the criteria, with
both CA and CR values exceeding > 0.07. These
results validated and confirmed the reliability of the
research model. Furthermore, AVE values for all
variables were greater than > 0.5, specifically 0.640
for HC, 0.733 for KM, 0.792 for OLC, and 0.573 for
OP. The evaluation of the outer model further
concluded that the research model was valid and
reliable. The detailed outer model evaluation results
were presented in Table 2 and Figure 2.

In addition, the determination of the R? value
followed the categorization proposed by [66]. A
value of 0.75 indicated a strong model, while 0.50
suggested a moderate model, and 0.25 represented a
weak model. The data processing results showed R?
values of 0.621 for OLC and 0.584 for OP, as
shown in Table 3. These values suggested that HC
and KM directly influenced 62.1% of OLC, while
HC, KM, and OLC collectively accounted for
58.4% of the variance in OP.
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effect on OLC. Additionally, the role of HC and

Outer KM mediated by OLC was also proven to affect OP
Variable  Code 0adin A CR AvE With a  moderate category. These results
Y demonstrated that there was a reasonably strong
Value relationship between the structural model proposed
I HC1 0.795 in the research.
Capital HC2 0.759
HC3 0.761
HC4  osge 0-886 0890 0.640 Table 3. R? Value Results
HCS5 0.831 Construct R?
HC6 0.757 Organizational Learning Culture 0.621
Knowledg KMI 0.877 Organizational Performance 0.584
le\/l Eﬁg 82;5 Source: data result from SmartPLS 4.0
B e osln 0927 0930 0733
: Furthermore, the inner model evaluation stage
KMS5 0.849 . .
KM6 0.881 was carried out by finding the Q2 wvalue. The
Organizati  OLCI 0'90 4 purpose of calculating the Q2 value in the research
onal OLC2 0922 was to examine whether the proposed model
. ) 0.912 0.912 0.792 F ot ;
Learning OLC3  0.892 possessed a predictive relevance value fulfilling the
Culture OLC4  0.839 requirements of having a good relevance when the
Organizati OP1 0.798 Q2 value > 0, [63]. The calculation of the Q2 value
onal (0) ) 0.808 was performed using the formulation of the Stone-
Performan OP3 0.713 Geisser Q2 test, [71], as follows:
ce Ore 0510 0893 0900 0573
o1 Q? =1-((1-R1%(1-R2%...(1 -Rx?))
opP6 0.7 =1 ((1-0.6212)(1 — 0.5842))
OP7 0.766 ~0.595
OP8 0.714 )
Source: data result from SmartPLS 4.0 )
Q2 wvalue calculation results fulfilled the

S
0.759_A
N>
N7 ;
" Human Capital

ouss// owct oz~ o owct o
Hea 7/ - ~, 4
1~ N 159 ey
vav) Ry ~ ome 4
sazs Soios Doz Oz 0839 Ge0h  OF3
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Organizational Learning Cultre Orpanizaional Parformance ~u
0768 opg
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- osad oen N
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e
b N
e o ore
0 2
*omn Y
08127}
[T 7
0.849 -

&~ . Knowladge Management
s 0081

KME

Fig. 2: Outer Model
Source: model result from SmartPLS 4.0

Based on R? value results, HC and KM directly
influenced OLC by 62.1% categorizing it as a
reasonably strong model (>0.50 and <0.75).
Furthermore, the remaining 37.9% was explained by
variables outside the scope of this research. The
results also showed that HC and KM mediated by
OLC affected OP by 58.4% falling into the
moderate category (>0.50). The remaining 41.6% of
OP was attributed to external variables not covered
in this research. Understanding the descriptive
explanation related to the R2 value in this research,
HC capacity and KM implementation as
independent variables possessed a reasonably strong
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requirements of Q2 value > 0, implying that the
research model had a predictive relevance value
with the observation value produced by the model,
and the parameter estimate was found to be
relevant/good. Q2 value of 0.595 or 59.5% showed
that the proposed research model could provide
information contained in the data.

The final process of the inner model evaluation
stage was observed by calculating the GFI value to
perceive the feasibility of the proposed research
model. GFI value requirements determined to
observe the fit/feasible research model range from 0
to 1, [72]. The GFI calculation used was further
calculated using the following formula:

GoF Index = VAVE x R?
=((0.640+0.733+0.792+0.573)/4)
x ((0.621+0.584)/2)
=0.642

Based on the calculation results, the GFI value in
this research was found to be 0.642, or based on the
model fit summary in Table 4, which means the
SRMR value of 0.067 suggests a relatively good fit,
as a lower SRMR indicates minimal differences
between observed and expected correlations. This
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showed that the research model could be considered
fit/feasible following the specified requirements.

Table 4. Model Fitness Analysis

Estimated model

SRMR 0,067
d ULS 1,331
dG 0,789
Chi-square 731,866
NFI 0,782

Source: data result from SmartPLS 4.0

4.3 Hypothesis Test

A hypothesis test aimed to determine and confirm
the effects of the independent variables HC and KM
on the dependent variables OLC and OP, both
directly and indirectly, with OLC as a mediator.
Hypothesis test results were presented in Table 5,
and the inner model was depicted in Figure 3.

Table 5. Hypothesis Test Results
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path coefficient value (Original Sample) was
+0.218. The second hypothesis examined the direct
effect of HC on OP. The results showed a t-statistic
value greater than the t-Table (2.110 > 1.977) and a
P-value of 0.035, which was less than 0.05.
Therefore, the hypothesis was accepted with a path
coefficient value of +0.159. The third hypothesis
tested the direct effect of KM on OLC, showing a t-
statistic value greater than the t-Table (10.263 >
1.977) and a P-value of 0.000, which was less than
0.05. The path coefficient value was +0.640.

The fourth hypothesis examined the direct effect
of KM on OP. The results showed a t-statistic value
less than the t-Table (1.833 < 1.977) and a P-value
of 0.067, which was greater than 0.05, prompting
the hypothesis to be rejected. The path coefficient
value was +0.168, indicating that KM had a positive
but not significant effect on OP. The fifth
hypothesis tested the direct impact of OLC on OP.
The results showed a t-statistic value greater than

the t-Table (5.792 > 1.977) and a P-value of 0.000,

. Original T Statistics p which was less than 0.05. The path coefficient value
Hypothesis gz mpl was +0.517.
ple (O) (JO/STDEV|) Values

Furthermore, the sixth hypothesis examined the

HC ->OLC 0.218 3.627 0.000 effect of KM on OP through OLC as a mediator.
HC > OP 0.159 2.110 0.035 The results showed that the t-statistic value> t-Table
KM > OLC 0.640 10.263 0.000 of 4.729> 1.977 and the P-value <0.005 of 0.000,
KM -> OP 0.168 1.833 0067 implying the hypothesis was accepted. The path
OLC - OP 0.517 5792 0.000 coefficient value (Sample O) was +0.331. Finally,
KM = OLC > ’ ) ) the seventh hypothesis examined the effect of HC
OP 0331 4729 0.000 on OP through OLC as a mediator. The results
HC -> OLC -> showed that the t-statistic value was greater than the
OP 0.113 3.195 0.001 t-Table (3.195 > 1.977), and the P-values of 0.001

prompted the hypothesis to be accepted. Meanwhile,
the path coefficient value (Simple O) was +0.113.

The research model’s contribution, including
both direct and mediating effects, was verified using
the Sobel Test, [68]. This method compared the
magnitude of direct and mediating effects to identify
the mediating value with the most substantial
contribution.

t-Table=1.977; P-values <0.05
Source: data result from SmartPLS 4.0

Sobel Test Formulation:
(Effect Value of X, —Y>)? : (Value of X, — Y1 x
Value of Y1 — Y>)

Calculation:

HC—OP : HC—-0OLC—O0OP
=(2,110)*: (3,627 x 5,792)
=4,452:21,008

Fig. 3: Inner Model
Source: model result from SmartPLS 4.0

The test results for the first hypothesis, which
examined the direct effect of HC on OLC, showed a
t-statistic value greater than the t-table (3.627 >
1.977). Furthermore, the P-value was less than 0.05,
confirming that the hypothesis was accepted. The

KM—OP : KM—OLC—OP
=(1,833)%*: (10,263 x 5,792)
=3,360: 59,443
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Based on the Sobel Test calculations, the
mediating effect values were greater than the direct
effects. The most significant mediating impact was
observed in the model of KM effect on OP mediated
by OLC, with a value of 59.443. These results were
consistent with Table 5, which showed that the
mediating effect of OLC on KM and OP was 4.279,
surpassing the mediating impact of OLC on HC and
OP.

5 Discussion

Currently, human resources are considered valuable
and strategic assets of companies, [27]. However,
organizational efforts to improve and maintain
competitive advantage cannot rely solely on the
availability of existing human resources. Therefore,
it becomes essential to enhance capacity, expertise,
and knowledge through the implementation of KM
in an organization, [2]. Building and internalizing
KM in employees and the organization requires the
ability to foster growth, as well as develop attitudes
and values that correlate with organizational culture.
OLC serves as a medium for cultivating a learning
culture, enabling organizations to achieve superior
value that competitors cannot easily replicate, [23].
This research aims to explore the extent to which an
organization can maintain its superior value through
a theoretical framework by examining the effect of
HC and KM on OP with OLC as a mediator. The
mediating effect of OLC is the primary focus of this
research to bridge and strengthen the impact of HC
and KM on OP. The detailed results are discussed as
follows.

First, the results showed that HC had a positive
and significant effect on OLC. HC contributes to the
quality of human resources in an organization where
employee capacity determines whether the
organization can enhance its competitiveness,
thereby achieving uniqueness and distinctiveness in
terms of employee abilities. OLC cannot thrive
without employees who are capable of adapting
quickly and possess adequate intellectual capacity.
These results correlate with previous research,
which outlines the role of HC in shaping OLC in an
organization, [73]. HC also contributes to
organizational sustainability by fostering growth-
oriented  behaviors, raising awareness of
performance contributions, and promoting a work
environment centered on continuous learning, [7].

Second, the results indicated that HC had a
positive and significant effect on OP. HC serves as a
reference point for assessing organizational
competitiveness, particularly in optimizing human
resources through experience, learning, training,
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creativity, and employee skills, [74]. HC
distinguishes OP by leveraging employee
competencies that emphasize effective and efficient
performance, [75]. These results are consistent with
previous publications that outline a significant
relationship between HC and OP, [8], [33], [34],
[36].

Third, this research found that KM had a positive
and significant effect on OLC. KM has been shown
to have benefits in using knowledge in an
organization to facilitate effective and innovative
decision-making. This use fosters a learning culture
by promoting attitudes, values, and behaviors that
motivate continuous individual learning, [76].
Additionally, KM contributes to the establishment
of systems that enhance organizational learning
habits through knowledge storage, dissemination,
and application, [77]. Individual socialization
processes, which integrate knowledge into new
tasks and activities, further support the development
of OLC as a component of KM, [78]. These results
imply that strong KM implementation leads to the
successful embedding of OLC. To ensure effective
KM, it is crucial to develop an OLC based on shared
values.

Fourth, the study suggested a positive but
insignificant effect of KM on OP. The results
correlated with several previous publications as
[79], [80]. That KM, consisting of technology
components, information, organizational elements,
and knowledge, exerted a positive but limited
impact on OP. The limited effect may originate
from the incomplete transfer of information
technology in KM to employees, particularly in the
ability to quickly adopt and use new technologies,
thereby reducing its immediate impact on
performance. KM did not directly affect OP, as
elements such as technology, learning culture, and
knowledge conversion contributed indirectly, [81].
This shows explicitly that the ability of individual
resources collectively can determine the KM
process as the main factor supporting OP. However,
not every individual resource is directly related to
OP, as there needs to be an effect from other factors
that connect KM with OP.

Fifth, this research showed a direct positive and
significant effect of OLC on OP. This result
supports previous publications as [82], emphasizing
that organizational sustainability relies on attributes,
behaviors, habits, beliefs, and systems enabling the
organization to create, acquire, disseminate, and
sustain skills and knowledge. OLC intensifies
individual adaptation to new ideas, enhancing the
organization's competitive advantage by fostering
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learning opportunities
learning.

Sixth, the results outlined a positive and
significant effect of KM on OP, mediated by OLC.
This mediating relationship has the greatest impact
as OLC strengthens the connection between KM
and OP. The results address the earlier observation
that the direct effect of KM on OP is insignificant.
OLC plays a critical role in embedding a culture of
swift and precise KM, resulting in significant
organizational impact, [14], [56]. Through OLC,
knowledge is internalized and converted into
habitual practices, enhancing individual
performance and contributing to overall OP.

Finally, this research confirmed a positive and
significant effect of HC on OP, mediated by OLC.
HC contributes to OP through the availability of
human resources with the necessary -capacity,
expertise, and creativity to create competitive
advantages for the organization, [60]. OLC further
facilitates the development of a continuous learning
culture that supports employee growth and capacity
enhancement, [53]. HC-oriented organization fosters
long-term sustainability by consistently building
employee capabilities and promoting a learning
culture rooted in individual strengths with collective
benefits.

and collaborative group

6 Conclusion

In conclusion, the paradigm of managing human
resources as a strategic asset requires organizations
to develop superior human resources. This included
academic, intellectual, and knowledge capacities, as
well as skills and innovation. Furthermore, the
organization needed to implement KM to form,
improve, and develop competitive advantages. The
unique and superior individual capacities of
employees supported this process. Both aspects
consistently enhanced organizational productivity
and performance by fostering the creation of values,
attitudes, skills, and expertise that promoted new
knowledge, thereby increasing organizational value
and competitiveness. This research found that the
concept of HC, based on employees' competitive
and superior capacities, facilitated the management,
creation, and improvement of knowledge derived
from the implementation of KM by organizational
management. The role of company management
was significant in creating values, attitudes, and
organizational culture oriented toward learning,
referred to as OLC. This orientation eased the
internalization of KM and contributed to creating
competitive value, eventually improving OP. This
research also provided a reference for the
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effectiveness of KM implementation through OLC
and its subsequent impact on OP.

7 Practical Implications

This research aimed to examine and provide
empirical evidence regarding the relationship and
effect of HC and KM on OP, with OLC acting as a
mediator. The research also had practical
implications, outlining the critical role of leaders
and management in creating a work environment
oriented toward a learning culture. This orientation
fostered the internalization of KM into employees'
daily tasks, contributing to the development of
innovative values, attitudes, and behaviors that
supported competitive advantages.

The results provided a reference for stakeholders
in managing talented employees by ensuring
transparency and clarity regarding duties and
responsibilities. Companies could achieve the
objective by optimizing digital information systems
to provide open access to performance metrics,
including division performance, individual goals,
and measures of success. Furthermore, companies
were motivated to implement flexible policies that
allowed employees to contribute by sharing new
knowledge or innovative work methods. The
importance of internalizing OLC remained a
priority, supported by leadership models that
promoted learning. The impact of OLC on OP
enhanced the organization’s competitiveness and
created a unique value attracting talented
employees. Moreover, this method increased
customer satisfaction through innovative products,
services, and programs developed in the OLC
framework.

8 Limitations and Future Research

Directions
This research focused on the banking sector in a
single country, which limited the generalizability of
the results. Data collection was conducted at a
single point in time using cross-sectional analysis,
which may not fully capture the long-term processes
and impacts of KM and OLC implementation. To
address these limitations, future research should
adopt panel examinations to measure and
continuously identify the effects and consequences
of OLC. Additionally, the reliance on quantitative
data constrained the depth of information obtained.
Despite the limitations, this research contributed to
the scientific literature by showing the mediating
effect of OLC on the relationship between HC, KM,
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and OP. Future research on company performance
measurement could consider expanding to include
government-owned banks to increase sample
diversity and generalizability. Finally, further
publications are recommended to replicate this
research on a larger scale, comprising multiple
countries or comparative publications across
different industries. This method would broaden the
perspective and provide more comprehensive
insights into the role of OLC in improving OP.
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