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INTRODUCTION

According to the resource-based
view (RBV), competitive advantage will
rise as aresult of knowledge management’s
contribution to corporate value creati-
on (Barney, 1991). In the age of the in-
formation-based economy, financial and
physical capital have been superseded by
knowledge management as the most sig-
nificant capital (Chen et al., 2004). To
gain a competitive edge in a knowledge-
based economy, businesses must address
intangible assets like organizational kno-
wledge and human resource competencies
(Bontis, 1998). Since it has been proven
that knowledge-based intangible assets
can generate value and provide a com-
petitive advantage, large companies have
implemented them widely (Kumwenda &
Msendema, 2021; Rios-Manriquez, 2021;
Tjahjadi et al., 2022). The idea of intan-
gible assets is beginning to gain traction
for SMEs, particularly in developing na-
tions, as it has been discovered that these
resources significantly impact organiza-
tional success (Khalique et al., 2015). For
MSME:s looking to develop a competitive
advantage in the marketplace, investment
in human capital should be a top priority
(Mastromartino, 2024).

Human capital is one of the intan-
gible assets; it helps generate economic va-
lue, which is then transformed into orga-
nizational knowledge to produce unique
advantages to satisfy client demands. The
value of human capital is heavily reliant
on its readiness (Kumwenda & Msende-
ma, 2021; Tjahjadi et al., 2022; Khusnah
& Soewarno, 2024).

Intangible assets like human capital
are evaluated for strategic preparedness
(Abraham & Mallatt, 2022). When sup-
porting organizational strategy, the state
of intangible assets is called strategic rea-
diness. According to Kaplan & Norton
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(2004), inadequate human capital prepa-
ration is the primary reason 70-90% of
firms fail to execute their strategy.

Businesses with people resources
that are prepared and skilled will be more
equipped to adjust to changes and create
innovative new products or services. Pri-
or research indicates that human capital
preparedness significantly enhances in-
novation performance across multiple
industries, including small and medium-
sized enterprises (SMEs) (Abdulai et al.,
2022; J. Huang et al., 2023; Sutanto et al.,
2023; Tjahjadi et al., 2024). The synergy
between human capital readiness and ad-
vanced technologies is pivotal to full po-
tential and boosting companies’ innova-
tion capabilities to unprecedented levels
(Djerdj Horvat et al., 2024)

However, it is insufficient if the lear-
ning emphasis is not balanced with human
capital preparation (Munkaila Abdulai et
al., 2022). An organizational mindset kno-
wn as “learning orientation” promotes ac-
quiring, exchanging, and using new infor-
mation. Learning orientation is critical for
SMEs because it can assist organizations
in identifying opportunities for innovati-
on and adjusting to market developments
more skillfully (Mahmoud et al., 2016;
Rhee et al., 2010; Dewi & Pradhanawati,
2021; Ahmed et al., 2024; Arunprasad et
al., 2024). Employees can develop their
competencies and abilities through con-
tinuous learning, strengthening human
capital readiness. Learning orientation
is a key aspect of fostering innovation in
businesses. It refers to an organizational
mindset and culture promoting continuo-
us learning, in which people constantly
seek new knowledge, skills, and ideas to
improve their performance (Arunprasad
et al., 2024). Organizations with a high
learning orientation are more adaptab-
le to change, seek innovative methods to
address challenges, and use experiences
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as learning opportunities. This builds a
strong basis for creativity, as organizatio-
nal members are encouraged to study new
knowledge and expertise relevant to their
work constantly (Sinkula et al., 1997; Hur-
ley & Hult, 1998; Calantone et al., 2004;
Vega Martinez et al., 2020; Ahmed et al.,
2022; Karpacz & Wojcik-Karpacz, 2024).

In Central Java, SMEs in the creati-
ve industries have unique characteristics
that reflect the richness of local culture
and traditions. However, many SMEs still
face challenges in optimizing their innova-
tive potential. This study explores the fac-
tors influencing innovation performance
among creative SMEs, focusing on human
capital readiness and learning orientation.

Although numerous research studies
have been undertaken on the effect of hu-
man capital preparedness on innovation
performance, as well as the significance
of learning orientation in the setting of
SMEs, significant gaps remain in the li-
terature.  Firstly, most previous studies
have focused on major corporations or
non-creative businesses, ignoring the uni-
que setting of creative industry SMEs in
Indonesia, particularly in Central Java.
For example, Ahmed et al. (2022) and
Arunprasad et al. (2024) demonstrate the
importance of learning orientation in ge-
nerating innovation but do not detail how
human resource preparedness might help
with this process in the context of creative
SMEs.

Secondly, while there is evidence
that human capital readiness improves
innovation performance, research into
the mechanism that connects these two
variables via learning orientation is scar-
ce. Research by Acar & Kucukemiroglu
(2015) highlights the importance of hu-
man capital in innovation but does not ex-
plicitly examine how learning orientation
can mediate the relationship. Therefore,
this study aims to fill the gap by exploring
the effect of human capital readiness on
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innovation performance through learning
orientation in creative industry SMEs in
Central Java.

Third, existing studies often do not
consider the local context, culture and
unique characteristics of the creative in-
dustries in Central Java, which may af-
fect human capital readiness and learning
orientation. Research by Linda et al.
(2020) and Kusumawijaya & Astuti (2023)
provides important insights into human
capital and innovation performance but
does not discuss in depth how specific
conditions in Central Java may affect this
relationship. This research is expected to
provide a better understanding of the fac-
tors that influence innovation performan-
ce in the context of SMEs in the creative
industries in the area.

Hypothesis Development
Relationship with Human Capital Rea-
diness on Innovation Performance

The knowledge-based view (KBV)
explains that intellectual capital is the first
asset that must be transferred into inno-
vation to create a competitive advantage
and improve organizational performance
(Rodriguez-ruiz & Marti, 2011; Papa et
al., 2020; Sukardi et al., 2020; Kusumawi-
jaya & Astuti, 2023).

Arunprasad et al. (2024) explained
that knowledge capital is the main key
of the organization and is responsible for
creating innovation. Intangible assets are
an important factor in creating competiti-
veness, especially for medium-sized com-
panies; this shows that an organization’s
ability to innovate is closely related to in-
tellectual capital or the ability to utilize
knowledge resources (Delgado-Verde et
al., 2011).

Human capital is the most significant
component of intellectual capital and is
required for creativity and innovation (A.
Ahmed et al., 2022; Munkaila Abdulai et
al.,2022; Arunprasadetal., 2024; Kusuma-
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wijaya & Astuti,2023; Huang et al.,2023).
The importance of managing human ca-
pital is mainly based on the individual abi-
lities, knowledge, skills, talents, education,
skills, and experience of employees in the
organization. Thus, the proposed hypot-
hesis is as follows:

H1: Human capital readiness significant

effect on innovative performance.

Relationship Human Capital Readiness
on Learning Orientation and Innovation
Performance

Previous research has shown that
learning orientation is closely related to
the innovative activities of an organizati-
on (Kumar et al., 2020; Vega Martinez et
al., 2020).

The learning process aligns the com-
pany with its internal and external sur-
roundings (Kumar et al., 2020). Also, it
plays a major role in adapting the organi-
zation to fast and complex environmen-
tal changes (Sawaean & Ali, 2021). This
process assists organizations in gathering,
interpreting, and sharing related informa-
tion and knowledge; therefore, it can lead
to the development of capabilities such as
innovation, strategic decisions, and pro-
duct development (D’Angelo & Presutti,
2019). Not only is the introduction of new
products and services expected to increase
under the influence of new knowledge but
performance related to process speed and
the success rate of new products is also
expected to improve. By relying on new-
ly learned knowledge, organizations can
go through the steps of the new product
development process more efficiently and
effectively and improve their performan-
ce in innovation. Based on the discussion
above, the hypothesis that is built is:

H2: Human capital readiness significant
influence on learning orientation.
Learning orientation has a signifi-
cant effect on innovation performan-
ce.

H3:
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Relationship Human Capital Readiness
on Innovation Performance Mediated by
Learning Orientation

Knowledge is a core asset for sustai-
nable organizational performance, and the
role of shared intelligence in organizations
is becoming increasingly important. From
this point of view, maximizing the know-
ledge potential of employees has become
one of the most pressing strategies in most
organizations (Johnson, 2017). Knowled-
ge exists in individuals; therefore, human
capital becomes an important factor in
sharing knowledge through its readiness
to share the knowledge it has. Collective
knowledge can be generated through kno-
wledge sharing and collaboration, and

such knowledge activities will become a

core resource for sustainable organizatio-

nal growth and innovation creation, espe-

cially in SMEs (Cormican et al., 2021).
The interaction between organizatio-

nal support and individual behavior can

promote collaborative learning processes.

Previous studies by Ornek & Ayas (2015);

Ahmed et al. (2022); Arunprasad et al.

(2024) have provided evidence that orga-

nizations with more members who percei-

ve organizational satisfaction exhibit more
dynamic organizational learning activities
based on shared knowledge. In addition,
previous research has verified that orga-
nizational learning activities occur more
frequently and more intensely when the
following statuses are guaranteed: feelings
of satisfaction, feelings of commitment,
intentions to learn, and sharing the vision
and direction of the organization (Ornek

& Ayas, 2015; Egan et al., 2004; Munkaila

Abdulai et al., 2022; Kusumawijaya & As-

tuti, 2023). Thus, the proposed hypothesis

1s as follows:

H4: Human capital readiness has a sig-
nificant effect on innovation perfor-
mance mediated by learning orienta-
tion.
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Figure 1. Conceptual Model

Based on the development of the hy-
pothesis, the research model is in Figure 1.

METHOD

This type of research is quantitati-
ve and uses a survey method. The survey
method was conducted on creative in-
dustry owners/managers in Central Java
and Yogyakarta Provinces. The owner/
manager of the handicraft creative in-
dustry is considered a researcher who can
represent the organization and understand
strategies and policies related to Human
Capital Readiness, Learning Orientation,
and Innovation Performance. The rese-
arch location was the creative industry,
with SME criteria in Central Java. The
reason for taking this sub-sector is becau-
se it is one of the sub-sectors in Central

Java that dominates and contributes to the
GDP (Kumoro, 2017). The selection of
these criteria is because these criteria are
leading industries in Central Java that are
relatively sustainable and have the same
character from resources, capabilities,
and growth, so the research population
1s homogeneous. The Creative Industries
leading in Central Java are the Batik, Leat-
her Handicrafts, Weaving, and Carving
sub-sectors, where these sub-sectors are
the dominating sub-sectors and contribute
to GDP. The following are the leading cre-
ative industries in Central Java:

The survey was conducted on Cre-
ative Industry SME owners using a ques-
tionnaire. The Association assisted in the
process of distributing questionnaires.
The distribution of questionnaires was de-
termined using judgment sampling, name-

Table 1. Top Four Creative Industries in Central Java

No Criteria City No of SMEs
1 Batik Pekalongan 52
2 Batik Surakarta 160
3 Leather Handicrafts Batang 19
4 Weaving Pati 48
5 Carving Jepara 15

Source: from various sources processed, 2023
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ly with the following criteria: (1) Handic-
raft SMEs with small and medium criteria
that still exist and (2) a workforce of at
least 5 people.

The questionnaire was distributed
to as many as 200 because not all SMEs
follow the Association. The results of
the questionnaire collection obtained as
many as 145 who filled by the criteria
set and who filled in completely only 120
respondents. For this reason, the research
sample was 120 respondents, with a res-
ponse rate of 60%.

The measurement of Capital Rea-
diness (HCR) 1s divided into 3 dimensions,
according to Kaplan & Norton (2004), na-
mely knowledge, skills, and values. A total
of four items have been developed to me-
asure the construction of HCR.

Learning Orientation consists of
four dimensions: commitment to lear-
ning, shared vision, open-mindedness,
and intra-organizational knowledge (Ca-
lantone et al., 2004; Ojha et al., 2018;
D’Angelo & Presutti, 2019).

The innovation performance va-
riable is formed by the two dimensions
adopted (Prajogo & Ahmed, 2006; Prajo-
go & Sohal, 2006): product and marketing
innovation. Product innovation includes
product creation activities, speed in deve-
loping products, and the creation of the
newest products on the market. Marke-
ting innovation includes speed in adop-
ting technology in the field of marketing.

A five-point Likert scale was used,
stating that 1 is for “strongly disagree,”
2 1s for “disagree,” 3 1s for “neutral,” 4 is
for “agree,” and 5 is for “strongly agree.”
Data analysis was carried out after getting
answers from questionnaires distributed to
respondents. Questionnaire analysis using
Smart-PLS version 3.2.9. The analysis
carried out is the Evaluation of the Struc-
tural Model (Inner Model) by looking at
the R-squared and Path Coefficient.
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RESULT AND DISCUSSION

An analysis was conducted based
on respondents to see the background of
SME owners in managing their business
operations. Based on the length of the bu-
siness, the longest established SMEs since
1970 were 5 SMEs, and this business has
been passed down for 3 generations. The
survival of SMEs for a long time shows
the existence of handicraft SMEs capab-
le of facing many challenges. Most others
started their business around the 2000s
and still survive today. These SMEs are
pretty good because they can operate for
more than 4 years.

Based on the observation, 40 SMEs
with legal entities have registered their
business in STUP, NPWP, and SKU. Res-
pondents believed that legally registering
for their business was a form of responsi-
bility and a process to strengthen their bu-
siness. However, as many as 80 businesses
admitted that the SMEs they owned were
not yet legal entities; this was because
their companies were still small-scale with
minimal capital, so they had not prepared
for this.

SMEs that have a workforce of 1-6
people total 87 SMEs. Respondents sta-
ted that their business was done alone or
assisted by their family. 16 of them have
a workforce of around 7-12 people. The-
se SMEs can be categorized as mediums
with large enough capital and offline shop
establishments. Based on these data, crea-
tive SMEs in Central Java and Yogyakarta
fall into the category of small SMEs that
are individual or have a workforce of at
most 6 people.

Handicraft SMEs not only meet do-
mestic market demand but also foreign
markets. Of the 120 respondents, 109 have
local or domestic market targets. Respon-
dents said that the biggest demand came
from the local market or region of origin,
then it was sent to several cities on the is-
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Table 2. Demographic Profile

Data N Percentage (%)
Establishment of SMEs

1970-1975 5 4
1976-1981 3 3
1982-1987 3 3
1988-1993 11 9
1994-1999 7 6
2000-2005 23 19
2006-2011 35 29
2012-2017 28 23
>2018 5 4
Total 120 100
SMEs with Legal Entity

Yes 40 33
No 80 67
Total 120 100
Target Market of SMEs

Domestic 109 91
Export 11 9
Total 120 100
Gender

Man 95 79
Woman 25 21
Total 120 100
Education

High Scholl or below 104 87
Associate degree 5 4
Undergraduate 9 7
Master 2 2
Total 120 100

Source: processed primary data, 2023

land of Java, such as Jakarta, Semarang,
and Surabaya. Some respondents also
said that products could be sent from Ka-
limantan to Papua, not only in Java. This
regional difference depends on which city
to place the order. SMEs admit that the
domestic market is stronger due to the dif-
ficult export process and an uncertain pan-
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demic situation. The remaining 11 SMEs
said their products were often exported to
several countries such as Malaysia, Singa-
pore, the Netherlands, Japan, Thailand,
and the Middle East. It can be conclu-
ded that the local market still dominates
the largest market for Handicraft SMEs,
so there is still a need for much support
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Table 3. Outer Loading

Human Capital Learning Innovation
Readiness Orientation Performance

X11 .853

X12 .788

X13 .828

X14 .831

X21 747

X22 .705

X23 778

X24 .780

X25 .863

X26 720

X27 .837

X31 .807
X32 .780
X33 .806
X34 721

Source: processed primary data, 2023

Table 4. Average Variance Extracted (AVE)

Variable Average Variance Extracted (AVE)
Human Capital Readiness (X) .895
Learning Orientation (Z) 914
Innovation Performance (Y) .860
Source: processed primary data, 2023
Table 5. Reliability
Variables Composite Reliability Cronbach’s Alpha
Human Capital Readiness .895 .844
Learning Orientation 914 .890
Innovation Performance .816 784
Source: processed primary data, 2023
Table 6. R-Square Calculation Result
Variable R-Square
Learning Orientation (X2) 310
Innovation Performance (Y) 241

Source: processed primary data, 2023
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from the government as a liaison for the-
se SMEs so that they can introduce their
products to foreign markets.

Based on gender, most SME owners
are men, with a total of 95 SMEs. This
quite large difference shows that men tend
to be ready and courageous when setting
up a business. Judging from its existence,
SME, which founded, is quite solid and
has survived for quite a long time. On the
other hand, a woman who can establish
SMEs and survive until now shows that
she 1s skilled, patient, and thorough in ex-
panding her business.

Education refers to the mindset of
the owner in managing his business. Res-
pondents were dominated by high school
graduates, with 69 respondents indicating
that most of them did not continue their
studies and chose to become entrepre-
neurs. Then, some respondents, as many
as 26 people, were junior high school
graduates, and 9 were elementary school
graduates. Respondents who continued
their education at the associate degree le-
vel were 5 people, 9 people were bache-
lors, and 2 post-graduates continued their
careers as entrepreneurs because they
were skilled at producing handicrafts and
wanted to develop their businesses bigger.

Validity and Reliability Test

Validity testing via Smart-PLS using
convergent validity and discriminant va-
lidity. This research is divided into 3 va-
riables with 15 question items. Based on
calculations, convergent validity shows
that the 15 question items get an outer lo-
ading score of > 0.7, which leads to the
conclusion that the questionnaire is valid.
Then, the AVE score or Average Varian-
ce Extracted gets Human Capital Rea-
diness scores (0.895), Learning Orientati-
on (0.914), and Innovation Performance
(0.860), which meet the requirements of
more than 0.5 and are considered valid.
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Composite reliability shows a value
of Human Capital Readiness of 0.895,
Learning Orientation of 0.914, and In-
novation Performance of 0.816, the value
of which is greater than 0.7. The good
Cronbach’s Alpha values obtained were
Human Capital Readiness of 0.844, Lear-
ning Orientation of 0.890, and Innovation
Performance of 0.784, all worth greater
than 0.7. These three variables can then be
declared reliable as research instruments
and used for further testing.

R-Square

Based on Table 6, the results of the
r-square calculation show that the effect
of Human Capital Readiness on Lear-
ning Orientation is 0.310 or 31%. This re-
sult means that the variability of human
capital readiness is constructed with the
dimensions of knowledge, skills, and va-
lues , which explains learning orientation
by 31%, while other variables outside this
study describe 69%.

The results of the second calculation
show that Human Capital Readiness and
Learning Orientation affect Innovation
Performance by 0.241 or 24.1%. It can be
concluded that human capital readiness
and learning orientation explain innova-
tion performance as much as 24.1% and
75.9% are influenced by other variables
not examined.

Path-Coefficient Calculation

Table 7 shows that the relationship
between Human Capital Readiness and
Innovation Performance creates a positi-
ve relationship with a value of 0.329. The
obtained t-statistic score of 3.608 shows a
result that is greater than 1.96, and the P
value obtained is 0.000, which is smaller
than 0.05, so the relationship can be said
to be significant. This study proves that
Human Capital Readiness positively and
significantly affects Innovation Perfor-
mance, so H1 is accepted.
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Table 7. Path Coefficient Test Results

Original Sample T Statistics P -Values Decision
Direct Effects
HCR -> 1P 329 3,608 .000 Supported
HCR ->LO 557 7,896 .000 Supported
LO ->1P 224 2,151 .032 Supported
Indirect Effect
HCRaLOalIP 125 2.015 .044 Supported

Source: processed primary data, 2023

The relationship between Human
Capital Readiness and Learning Orien-
tation shows positive results with a score
of 0.557. The T-Statistic value obtained is
7.896 > 1.96, and the P values are 0.000
<0.05. Based on the criteria, Human Ca-
pital Readiness to Learning Orientation is
significant because t count > t table, and
its significance value is less than 0.05. This
study proves that Human Capital Rea-
diness positively and significantly affects
Learning Orientation, so H2 is accepted.

The relationship between learning
orientation and innovation performance
1s positive, with a score of 0.224. The T-
statistic value gets a value of 2.151 > 1.96
and a P value of 0.032, less than 0.05. The-
refore, this study can prove that Learning
Orientation has a positive and significant
effect on Innovation Performance. Hypot-
hesis 3, namely Learning Orientation on
Innovation Performance, can be accepted
(H3).

The hypothesis regarding the effect
of Human Capital Readiness on innovati-
on performance through Learning Orien-
tation through two stages of analysis, na-
mely direct effects and indirect effects. The
direct effect shows that the Human Capi-
tal Readiness on Innovation Performance
gets an original sample value of 0.329,
which means that the relationship is po-
sitive. Then the T-statistics obtained were
3.608 > 1.96 and P Values 0.000 <0.05.
The direct effect proves that the relation-
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ship between Human Capital Readiness
and Innovation Performance is positive
and significant.

The next calculation is the indirect
effect regarding the relationship of Hu-
man Capital Readiness to Innovation Per-
formance through Learning Orientation.
This hypothesis test shows a positive ori-
ginal sample result of 0.125. The good T-
statistic obtained 1s 0.215 w, which 1s more
than the T table of 0.19. Then, the P-value
obtained 1s 0.044, indicating a number
smaller than 0.05. Based on these criteria,
it can be concluded that Learning Orienta-
tion can mediate the relationship between
Human Capital Readiness and Innova-
tion Performance. When human capital
readiness has a significant influence on
innovation performance, then control by
learning orientation shows results that are
still significant. Variance Accounted For
(VAF) was employed to determine the le-
vel of mediation of learning orientation
on the effect of human capital readiness
on innovation performance (Hair et al.,
1998). A VAF value of less than 20% in-
dicates no mediation effect, a VAF value
between 20 — 80% indicates partial media-
tion, and a VAF value of more than 80%
indicates Full mediation.

The results show a VAF value of
27%, which confirmed that learning orien-
tation partially mediates the effect of hu-
man capital readiness on innovation per-
formance, so H4 is accepted.
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Discussion
Effect of Human Capital Readiness on
Innovation Performance

Human Capital Readiness (HCR)
contributes to creating economic value
that becomes organizational knowledge to
create a differential advantage. According
to Kaplan & Norton, 2004), Human Ca-
pital Readiness (HCR) is the competency
preparedness of SME personnel to support
business operations and the success of the
organizational strategy. The higher the le-
vel of readiness, the faster intangible assets
contribute to generating sales. This finding
supports the results of previous studies,
which state that effective HR management
and development contribute significantly
to organizational innovation capabilities.
As a unique strategic resource (Linda et
al., 2020; Rios-Manriquez, 2021).

Effect of Human Capital Readiness on
Learning Orientation

Human capital is an intangible asset
in the form of skills, knowledge, creativity,
values, and experience embedded in the
employees of an organization. Therefore,
the organization must always prepare the-

se intangible assets to create skilled, know-
ledgeable employees with values that align
with the company’s vision (Sawaean &
Ali, 2021; Sudiro et al., 2024).

The company’s readiness to mana-
ge human capital is called human capital
readiness. An organization that has good
human capital readiness can also encou-
rage a good learning orientation process.
In other words, when an organization can
appropriately prepare its employees’ kno-
wledge, skills, and values , the organiza-
tional culture or environment will create a
learning orientation. Business actors and
employees can exchange ideas, informa-
tion, and skills (Cavalcanti et al., 2023;
Arunprasad et al., 2024).

From a pragmatic perspective, lear-
ning orientation will have implications
for HRM professionals. The role of HRM
professionals has shifted from traditional
operational functions to organizational
consulting roles, HRM professionals are
becoming more proactive as strategic advi-
sors to the organization. In organizations,
HCR or human capital readiness also
functions as the anchor of learning orien-
tation. People with high levels are most

Human Capita
Readiness

LOl | LOZ

Figure 2. Inner and Outer Model Output
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likely to be receptive to new information
and adopt new practices and skills. Such
change advocates are quite employable
and competent in that they pick up new
concepts easily and apply them within an
organization. Some studies have establis-
hed that prepared and competent human
resources tend to foster learning environ-
ments in organizations due to the ability
to transfer knowledge and skills between
individuals (Nonaka & Takeuchi, 1995).
The findings are in line with (Sawaean &
Ali, 2021; Yang et al., 2022; Karpacz &
Wojcik-Karpacz, 2024), where managers
should pay attention to the learning pro-
cesses, routines, and mechanisms adopted
to improve company performance. As a
result, managers can apply diverse know-
ledge in various markets, thereby impro-
ving firm performance.

Effect of Learning Orientation on Inno-
vation Performance

Lestari et al. (2018); Vega Martinez
et al. (2020); Byungyun Bae & Sungyong
Choi (2021) mention that learning orien-
tation is closely tied to business innovati-
on. Learning orientation is the process by
which an organization processes the kno-
wledge it already has and receives informa-
tion, skills, and knowledge from outside
(Gerschewski et al., 2018). This fast broad
information can encourage organizations
to create value, creativity, knowledge, and
innovation. Organizational capabilities
that can manage this knowledge can la-
ter improve innovation performance. The
more an organization has a high commit-
ment to learning, is open to change, and
has a clear vision, the more aligned it is to
improve its innovation performance. Inno-
vation is not only in the field of products
but also in marketing, this is the answer to
challenges that are starting to emerge in the
field of marketing. Learning Orientation
in a business helps balance the competitive
scales, as Kohli & Jaworski (1990) pointed
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out, since there is a constant necessity for
innovation in the organization due to the
fact such is learning in the organization.
Empirical studies prove that most creati-
ve industries always learn from previous
experiences. The knowledge they gain is
then shared and discussed to make the
best decision, especially in the creation of
innovation. Most respondents believe that
learning is an investment for SMEs. In an
organization, knowledge exchange among
employees can improve their competence
and skills. The exchange process can cre-
ate a supportive learning atmosphere and
later can move SME:s in a better direction.
Organizations that have a high learning
orientation tend to be more innovative be-
cause they are constantly looking for new
ways to solve problems and improve per-
formance. With a learning orientation, or-
ganizations encourage employees to enga-
ge in experimentation, share knowledge,
and take risks associated with innovation.
This enhances creativity and results in va-
rious innovative solutions. According to
research by Sinkula et al. (1997), learning
orientation facilitates the creation of an
environment where innovation becomes
an integral part of the organization’s stra-
tegy, as learning is directly linked to the
innovation process.

Effect of Human Capital Readiness has
a positive and significant effect on Inno-
vation Performance Through Learning
Orientation

Readiness in managing the know-
ledge, skills, and values employees possess
is the organization’s most important stra-
tegy. Organizations that understand how
ready they are to face market challenges
can easily acquire customers and inc-
rease their sales. This readiness requires
the support of a supportive environment
such as a learning-oriented environment
or Learning Orientation. Organizational
human capital can be managed properly
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through Learning Orientation. In a lear-
ning orientation, employees will always
be committed to learning, aligning the
company’s vision with the owner, exchan-
ging knowledge, and being open to chan-
ge. This openness can encourage compa-
nies to be responsive in adapting through
innovation.

The ability to learn is critical to
achieving competitive advantages (Sinku-
la et al., 1997) through innovation, and
the LO engages individuals from all levels
of the business in creating and applying
knowledge to gain a competitive advanta-
ge. Papa et al. (2020) highlight the impor-
tance of strategic knowledge learning in
gaining a competitive advantage; a high
LO can provide competitive benefits for
an organization’s survival and growth.
According to various writers, competiti-
veness depends on market opportunities,
and team members must be encouraged
to learn, develop, and share their abili-
ties and learning habits with others (Vega
Martinez et al., 2020). Therefore, human
capital readiness is one factor determi-
ning the success of learning orientation.

Innovation is not only carried out in
product improvement but also in marke-
ting. Companies that manage learning-
oriented human capital readiness will
foster an environment that is responsive
to innovation (Huang et al., 2023). This
innovation can guarantee the survival
of an SME because they proactively fol-
low market needs. Innovation is not only
carried out in product improvement but
also in marketing. Companies that ma-
nage learning-oriented human capital
readiness will foster an environment that
1s responsive to innovation (Rios-Manri-
quez, 2021; Linda Sutanto et al., 2023;
Tjahjadi et al., 2024). This innovation can
guarantee the survival of an SME becau-
se they proactively follow market needs.
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CONCLUSION AND RECOMMENDATION

The findings of this study support
the knowledge-based view (KBV), which
emphasizes the essence of the resource-
based view of the enterprise (Conner &
Prahalad, 1996). Strategic information
within relevant firms is increasingly be-
coming a vital source of competitive ad-
vantage (Lestari et al., 2018; Sawaean &
Ali, 2021; Arunprasad et al., 2024). The
knowledge-based view emphasizes that
the main reason for a company to have a
competitive advantage Is the creation and
application of knowledge (Grant, 1996).

Knowledge is a core asset for sus-
tainable organizational performance, and
the role of shared intelligence in organiza-
tions is becoming increasingly important.
From this perspective, enhancing emp-
loyees’ knowledge potential has become
one of the most pressing strategies in most
firms. (Johnson, 2017). Knowledge exists
in individuals, therefore human capital be-
comes an important factor in the process
of sharing knowledge, through human
capital readiness can share the knowledge
it has. Collective knowledge can be gene-
rated through knowledge sharing and col-
laboration, and such knowledge activities
will become a core resource for sustainab-
le organizational growth and innovation
creation, especially in SMEs.

The interaction between organizatio-
nal support and individual behavior can
promote collaborative learning processes.
Previous research Delgado-Verde et al.,
(2011); Arunprasad et al., (2024), has
shown that companies with more mem-
bers who feel organizational satisfaction
engage in more dynamic organizational
learning activities based on shared kno-
wledge. Furthermore, past research has
confirmed that organizational learning ac-
tivities occur more frequently and intense-
ly when the following statuses are guaran-
teed: sentiments of contentment, feelings
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of commitment, intentions to learn, and
sharing the organizatio’’s vision and direc-
tion (Ornek & Ayas, 2015; Gerschewski et
al., 2018; Huang et al., 2023)

Suggestions that can be given based
on research results (1) SME owners/ma-
nagers always need to manage their human
capital so that they are better prepared to
face the challenges of an increasingly chan-
ging market, especially in the process of
transferring knowledge so that employees
are ready in all conditions. (2) Learning
orientation, is a necessity not only for ow-
ners/managers but for employees, this can
be applied through small meetings held
every month, supervision for new emplo-
yees, and discussions about new products.
(3) Innovation towards marketing needs to
be increased because currently, almost all
aspects use technology. The use of techno-
logy as a tool for marketing is an easy way
to reach a wider and faster market.

ACKNOWLEDGEMENT

We would like to thank the respon-
dents, namely creative industry SMEs who
have provided information related to the
research. This research was founded from
Sources of funds other than APBN RKAT
Diponegoro University, 2022-2023.

REFERENCES

Abraham, K. G., & Mallatt, J. (2022). Ameri-
can Economic Association Measuring
Human Capital. The Journal of Economic
Perspectives, 36(3), 103—130. https://doi.
org/10.2307/27151256

Ahmed, A., Bhatti, S. H., Golgeci, 1., & Arslan,
A. (2022). Digital Platform Capability
and Organizational Agility of Emerging
Market Manufacturing SMEs: The Me-
diating Role of Intellectual Capital and
the Moderating Role of Environmen-
tal Dynamism. Technological Forecast-
ing and Social Change, 177. https://doi.
org/10.1016/j.techfore.2022.121513

54

Ahmed, F., Nagshbandi, M. M., Waheed, M.,
& Ain, N. ul. (2024). Digital Leadership
and Innovative Work Behavior: Impact
of LMX, Learning Orientation and In-
novation Capabilities. Management Deci-
sion. https://doi.org/10.1108/MD-04-
2023-0654

Arunprasad, P. , Dey, C. , Santhanam, N., &
Bin Ahmad, K. Z. (2024). SHRM Prac-
tices and Learning Orientation: Study
of Dubai Retailers Shows Positive As-
sociation on Learning Orientation and
Learning Competence. Human Resource
Management International Digest, 32(1),
7-8. https://doi.org/10.1108/HR-
MID-08-2023-0176

Barney, J. (1991). Firm resources and sus-
tained competitive advantage. Journal of
management, 17(1), 99-120. https://doi.
org/10.1177/014920639101700108

Birasnav, M. (2014). Knowledge Manage-
ment and Organizational Performance
in the Service Industry: The Role of
Transformational Leadership Beyond
the Effects of Transactional Leader-
ship. Journal of Business Research, 67(8),
1622-1629. https://doi.org/10.1016/].
jbusres.2013.09.006

Bontis, N. (1998). Intellectual capital: an
exploratory study that develops mea-
sures and models. Management de-
cision, 36(2), 63-76. https://doi.
org/10.1108/00251749810204142

Byungyun Bae, & Sungyong Choi. (2021).
The Effect of Learning Orientation and
Business Model Innovation on Entre-
preneurial Performance: Focused on
South Korean Start-Up Companies |
Enhanced Reader. J Open Innov. Technol.
Mark. Complex., 245.

Calantone, R. J., Tamer, C. S., & Yushan, Z.
(2004). Learning Orientation, Firm In-
novation Capability, and Firm Perfor-
mance. Industrial Marketing Management,
31, 515 citation_lastpage=524.

Cavalcanti, T., Mohaddes, K., Nian, H., &
Yin, H. (2023). Air Pollution and Firm-
Level Human Capital, Knowledge and
Innovation. Energy Policy Research Group,
University of Cambridge. https://about.js-
tor.org/terms

Chen, J., Zhu, Z., & Xie, H. Y. (2004). Mea-



Dewi et.al./ Human Capital Readiness, Learning Orientation, and Innovation ...

suring intellectual capital: a new model
and empirical study. Journal of Intellec-
tual capital, 5(1), 195-212. https://doi.
org/10.1108/14691930410513003

Conner, K. R., & Prahalad, C. K. (1996). A
Resource-Based Theory of the Firm:
Knowledge versus Oppotunism. Organi-
zation Science, 7(5), 477-501.

Cormican, K., Meng, C., Sampaio, S., & Wu,
Q. (2021). Towards Sustainable Knowl-
edge Sharing Practices: An Analysis of
Organizational Level Enablers. Sustain-
ability (Switzerland), 13(23). https://doi.
org/10.3390/su132312934

D’Angelo, A., & Presutti, M. (2019). SMEs
International Growth: The Moderating
Role of Experience on Entrepreneurial
and Learning Orientations. International
Business Review, 28(3), 613—624. https://
doi.org/10.1016/;.ibusrev.2018.12.006

Delgado-Verde, M., Castro, G. M., Navas
Lépez, J.E., & Navas-Lopez, J. E. (2011).
Organizational Knowledge Assets and
Innovation Capability: Evidence from
Spanish Manufacturing Firms. Journal
of Intellectual Capital, 12(1), 5-19.

Dewi, R., & Pradhanawati, A. (2021). The
Competitive Advantage of Batik SMEs
Based on a Learning Organization. Pro-
ceedings of the 5th International Conference
on Indonesian Social and Political Enquiries,
ICISPE 2020, 9-10 October 2020, Semarang,
Indonesia. https://doi.org/10.4108/
eai.9-10-2020.2304783

Djerdj Horvat, Angela Jéger, & Christian M.
Lerch. (2024). Fostering Innovation by
Complementing Human Competences
and Emerging Technologies: An Indus-
try 5.0 p | Enhanced Reader. Internation-
al Journal of Production Research.

Egan, T. M., Yang, B., & Bartlett, K. R. (2004).
The Effects of Organizational Learning
Culture and Job Satisfaction on Motiva-
tion to Transfer Learning and Turnover
Intention. In HUMAN RESOURCE DE-
VELOPMENT QUARTERLY (Vol. 15,
Issue 3).

Gerschewski, S., Lew, Y. K., Khan, Z., & Park,
B. I1. (2018). Post-Entry Performance of
International New Ventures: The Medi-
ating Role of Learning Orientation. In-
ternational Small Business Journal, 40(2),

55

1-52. https://ec.europa.eu/europeaid/
sites/devco/files/overview_of enpi_re-
sults_2007-2013_en_0.pdf

Grant, R. M. (1996). Toward A Knowledge-
Based Theory of the Firm. Strategic Man-
agement Journal -, 17(Winter Special).

Hair, J. F., Black, W. C., Babin, B. J.,, & An-
derson, R. E. (1998). Multivariate data
analysis. Englewood Cliffs: Prentice Hall.

Huang, J., Balezentis, T., Shen, S., & Stre-
imikiene, D. (2023). Human Capital
Mismatch and Innovation Performance
in High-Technology Enterprises: An
Analysis Based on the Micro-Level Per-
spective. Journal of Innovation and Knowl-
edge, &8(4). https://doi.org/10.1016/].
j1k.2023.100452

Hurley, R. F., & Hult, G. T. M. (1998). In-
novation, Market Orientation, and Or-
ganizational Learning: An Integration
and Empirical Examination. Journal
of Marketing, 62(3), 42-54. https://doi.
org/10.2307/1251742

Johnson, M. P. (2017). Knowledge Acquisi-
tion and Development in Sustainabili-
ty-Oriented Small and Medium-Sized
Enterprises: Exploring the Practices,
Capabilities and Cooperation. Jour-
nal of Cleaner Production, 142, 3769-
3781. https://doi.org/https://doi.
org/10.1016/j.jclepro.2016.10.087

Kaplan, & Norton, D. P. (2004). Measuring the
Strategic Readiness of Intangible Assets.
https://hbr.org/2004/02/measuring-
the-strategic-readiness-of-intangible-as-
sets

Karpacz, J., & Wojcik-Karpacz, A. (2024). The
Relationship Between Learning Orienta-
tion, Firm Performance and Market Dy-
namism in MSMEs Operating in Tech-
nology Parks in Poland: An Empirical
Analysis. Central European Management
Journal, 32(2), 216-232. https://doi.
org/10.1108/CEMJ-02-2023-0079

Keskin, H. (2006). Market Orientation,
Learning Orientation, and Innova-
tion Capabilities in SMEs: An Ex-
tended Model. European Journal of In-
novation Management,9(4). https://doi.
org/10.1108/14601060610707849

Khalique, M., Bontis, N., Abdul Nassir bin
Shaari, J., & Hassan Md. Isa, A. (2015).



JDM (Jurnal Dinamika Manajemen), 16 (1) 2025, 41-57

Intellectual capital in small and medium
enterprises in Pakistan. Journal of intellec-
tual capital, 16(1), 224-238. https://doi.
org/10.1108/J1C-01-2014-0014

Khusnah, H., & Soewarno, N. (2024). Hu-
man Capital Readiness and Global
Market Orientation to Business Perfor-
mance: The Mediation Role of Green
Innovation. Contaduria Administracion,
69(4), 1-19. https://doi.org/10.22201/
fca.24488410e.2024.4950

Kohli, A. K., & Jaworski, B. J. (1990). Market
Orientation: The Construct, Research
Propositions, and Managerial Implica-
tions. Joumal of Marketing, 54, 1-18.

Koroglu, B. A., & Eceral, T. O. (2015). Hu-
man capital and innovation capacity of
firms in defense and aviation industry
in Ankara. Procedia-Social and Behavioral
Sciences, 195, 1583-1592. https://doi.
org/10.1016/j.sbspro.2015.06.196

Kumar, V., Jabarzadeh, Y., Jethouni, P., &
Garza-Reyes, J. A. (2020). Learning Ori-
entation and Innovation Performance:
The Mediating Role of Operations
Strategy and Supply Chain Integration.
Supply Chain Management, 25(4), 457-
474. https://doi.org/10.1108/SCM-05-
2019-0209

Kumoro, T. (2017). Kriya dan Kuliner Rajai
Industri Ekonomi Kreatif Jateng. Www.
Jawapos.Com.

Kumwenda, K. K., & Msendema, M. B. (2021).
Readiness of Human Capital in Imple-
mentation of E-Marking of National Ex-
aminations in Malawi. Advanced Journal
of Social Science, 8(1), 220-230. https://
doi.org/10.21467/ajss.8.1.220-230

Kusumawijaya, 1. K., & Astuti, P. D. (2023).
The Effect of Human Capital on Innova-
tion: The Mediation Role of Knowledge
Creation and Knowledge Sharing in
Small Companies. Knowledge and Perfor-
mance Management, 7(1), 64-75. https://
doi.org/10.21511/kpm.07(1).2023.05

Lestari, E. R., Ardianti, F. L., & Rachmawati,
L. (2018). Firm Performance Model in
Small and Medium Enterprises (SMEs)
Based on Learning Orientation and In-
novation. IOP Conference Series: Earth and
Environmental Science, 131(1). https://doi.
org/10.1088/1755-1315/131/1/012027

56

Linda Sutanto, Bambang Tjahjadi, & Fiona
Niska Dinda Nadia. (2023). The Im-
pact of Human Capital Readiness on
Business Performance : The Mediating
Role of Innovation Capability. Journal
of Accounting Science, 7(2). https://doi.
org/10.21070/jas.v7i2.1725

Linda, M. roza, Patrisia, D., Thabrani, G., &
Yonita, R. (2020). Competitive Advan-
tage Through Innovation, Human Capi-
tal and Knowledge Management. Inter-
national Journal of Advanced Science and
Technology, 29(3), 5554-5565.

Mahmoud, M. A., Blankson, C., Owusu-Frim-
pong, N., Nwankwo, S., & Trang, T. P.
(2016). Market orientation, learning ori-
entation and business performance: The
Mediating Role of Innovation. Interna-
tional Journal of Bank Marketing, 34(5),
623-648. https://doi.org/10.1108/
1JBM-04-2015-0057

Mastromartino, B. (2024). Human Capital
Development in Sport Marketing: In-
dustry Insights. International Journal of
Sports Marketing and Sponsorship, 25(3),
620-640. https://doi.org/10.1108/
TIJISMS-11-2023-0238

Munkaila Abdulai, Dawn Valentine, Gary D
Robinson, & Johnny Morris. (2022).
The Moderating Role of Absorption Ca-
pacity on the Relationship Between Em-
ployee Learning Orientation and Open
Innovation Performance Among SMES
in Ghana: A Correlational Study. Capella
University.

Nonaka, 1., & Takeuchi, H. (1995). The Knowl-
edge-Creating Company. New York: Ox-
ford University Press.

Qjha, D., Struckell, E., Acharya, C., & Patel, P.
C. (2018). Supply chain organizational
learning, exploration, exploitation, and
firm performance: A creation-dispersion
perspective. International Journal of Pro-
duction Economics, 204, 70-82. https://
doi.org/10.1016/j.1jpe.2018.07.025

Ornek, A. S., & Ayas, S. (2015). The Relation-
ship Between Intellectual Capital , In-
novative Work Behavior and Business
Performance Reflection. Procedia - Social
and Behavioral Sciences, 195, 1387-1395.

Papa, A., Dezi, L., Gregori, G. L., Mueller,
J., & Miglietta, N. (2020). Improving In-



Dewi et.al./ Human Capital Readiness, Learning Orientation, and Innovation ...

novation Performance Through Knowl-
edge Acquisition: the Moderating Role
of Employee Retention and Human Re-
source Management Practices. Journal of
Knowledge Management, 24(3), 589-605.
https://doi.org/10.1108/JKM-09-2017-
0391

Prajogo, D., & Ahmed, P. K. (2006). Innova-
tion Capacity , and Innovation Rela-
tionships Between Innovation Stimulus
, Innovation Capacity , and Innovation
Performance. R& D Management -, No-
vember, 499-515.

Prajogo, D., & Sohal, A. S. (2006). The Inte-
gration of TQM and Technology/R&D
Management in Determining Qual-
ity and Innovation Performance. Omega
The International Journal of Management
Science, 34(3), 296-312. https://doi.
org/10.1016/j.0mega.2004.11.004

Rhee, J., Park, T., & Lee, D. H. (2010). Drivers
of Innovativeness and Performance for
Innovative SMEs in South Korea: Me-
diation of Learning Orientation. Techno-
vation, 30(1). https://doi.org/10.1016/j.
technovation.2009.04.008

Rios-Manriquez, M. (2021). Human capital
and its Influence on the E-readiness of
the Company: An Empirical Case. In-
ternational Journal of Innovation, 9(1),
79-107.  https://doi.org/10.5585/iji.
v9i1.17950

Rodriguez-ruiz, J. I. M. O., & Marty, J. 1.
(2011). EFQM Model: Knowledge
Governance and Competitive Advan-
tage. Journal of Intellectual Capital, 9(1).

Sawaean, F. A. A., & Ali, K. A. M. (2021).
The Nexus Between Learning Orienta-
tion, TOM Practices, Innovation Cul-
ture, and Organizational Performance
of SMEs in Kuwait. Interdisciplinary
Journal of Information, Knowledge, and
Management, 16, 147-172. https://doi.
org/10.28945/4743

Sinkula, J. M., Baker, W. E., & Noordewier,
T. (1997). A Framework for Market-
Based Organizational Learning: Link-
ing Values, Knowledge, and Behav-
ior. Journal of the Academy of Marketing

57

Science, 25(4), 305-318. https://doi.
org/10.1177/0092070397254003

Sudiro, A., Palupi Prabandari, S., & Tri Kur-
niawati, D. (2024). Human Capital and
Readiness for Digital Innovation: The
Mediating Role of Thriving at Work
and The Moderating Role of Perceived
Organizational Support. The Journal of
Behavioral Science, 19(2), 30—43. https://
orcid.org/0009-0008-8731-

Sukardi, S., Ngarawula, B., Asngadi, Dewi,
R. S., & Wekke, 1. S. (2020). Knowl-
edge Discovery Maintaining Intra In-
dustrial Knowledge Flow. International
Journal of Psychosocial Rehabilitation,
24(1). https://doi.org/10.37200/1JPR/
V2411/PR200223

Tjahjadi, B., Soewarno, N., Anwar, D. N., &
Fairuzi, A. (2024). Effect of Human Cap-
ital and Information Capital Readiness
on Business Sustainability: Do Market
Orientation and Business Performance
Matter? SAGE Open, 14(1). https://doi.
org/10.1177/21582440231221320.

Tjahjadi, B., Soewarno, N., Nadyaningrum,
V., & Aminy, A. (2022). Human Capital
Readiness and Global Market Orienta-
tion in Indonesian Micro-, Small- and-
Medium-sized Enterprises Business
Performance. International Journal of
Productivity and Performance Management,
71(1), 79-99. https://doi.org/10.1108/
IJPPM-04-2020-0181

Vega Martinez, J. E., Martinez Serna, M. D.
C., & Parga Montoya, N. (2020). Di-
mensions of Learning Orientation and
its Impact on Organizational Perfor-
mance and Competitiveness in SMES.
Journal of Business Economics and Man-
agement, 21(2), 395-420. https://doi.
org/10.3846/jbem.2020.11801

Yang, Y., Zheng, Y., Xie, G., & Tian, Y. (2022).
The Influence Mechanism of Learning
Orientation on New Venture Perfor-
mance: The Chain-Mediating Effect of
Absorptive Capacity and Innovation Ca-
pacity. Frontiers in Psychology, 13. https://
doi.org/10.3389/fpsyg.2022.818844.



