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Abstract

In world economy, which develops dynamically the meaning of human capital which has
a significant influence on building competitive advantages in contemporary enterprises of
all countries becomes more and more important. The intention of the authors of this arti-
cle was to specify the role of human capital in obtaining competitive advantages by small
and medium-sized companies of the Podkarpackie region in Poland in the opinion of
managers.

To achieve this objective, a survey was conducted among 300 enterprises from the
trade, service, construction and production industries. The managers of these enterprises,
emphasized in answers they provided, that building a permanent competitive advantage is
definitely dependent on the quality of human resources and their use during the course of
business activity regardless of its nature.
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Introduction

In business and in a dynamic environment, gaining competitive advantage requires
having specific resources which distinguish the company from its competition.
These resources should be characterized by their uniqueness, should be difficult to
reproduce or imitate and should be flexible enough to allow for a quick response to
any changes in the environment. Such resources should ensure that a lasting com-
petitive advantage can be created. Human capital is undoubtedly the main source of
competitive advantage. This can be explained by the fact that the remaining assets
of the company can be measured more easily and therefore can be standardized.
Moreover, they are fully comparable. Human capital is presently seen as the most
essential among the strategic resources of any company. It is the people who de-
termine the company’s advantage over its competition. The transition of the world
economy from an industry and commerce-based one to an information and ser-
vice economy (labelled by many as a “knowledge-based” economy, which means
that the importance of human capital in contemporary companies is significant and
continues to grow) results in a devaluation of the traditional resource-based ap-
proach to one based on strategic thinking.

The importance of human capital has been recognized by theorists and in busi-
ness practice in recent years. Currently, human capital should serve as a foundation
for the management and the development of the company’s strategy which must be
designed to increase the company’s position in the market. It is the company’s re-
sponsibility to acquire and develop appropriate human capital. Skilful use of hu-
man resources will allow companies to develop a sustainable competitive advan-
tage in the market.

The objective of the article was to specify the role of human capital in obtaining
competitive advantages by small and medium-sized companies of the Podkarpac-
kie region in Poland. Accomplishment of the goal requires conducting quantitative
research and use a questionnaire method of research.

1. The definition of human capital

Both in theory and in practice, it is very difficult to find a uniform definition of hu-
man capital. Human capital is a term which is heavily “loaded” theoretically and
empirically. The term is associated with a wide range of keywords, which impedes
its operationalization. Dozens of different definitions of the term are found in the
literature. Table 1 presents various definitions of the phrase suggested by the Pol-
ish and foreign authors.

Human capital consists of competence, skills, experience and applied approach-
es in management practice. If it is considered in relation to a particular employee,
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Table 1 Various definitions of human capital supplied by Polish and foreign authors

Author Human capital definition

Baron & Armstrong | Knowledge, skills, abilities and potential for growth and implementation of
innovations possessed by the employees of a company.

Bontis The human factor of the company, which combines intelligence, skills and
expertise — all of which give the company its distinctive character.

Ulrich Competence multiplied by commitment.

Kozuch The stock of knowledge and skills acquired through education and work expe-

rience, but also human resources of health and vitality.

Sajkiewicz The people permanently associated with the company and its mission, who
display such features as the ability to collaborate, creative attitude and qualifi-
cations. They are the driving force and the heart of the company, and without
whom the company’s further development would be impossible.

Grodzicki Knowledge, skills and abilities possessed by individuals, that are of economic
value to the company.

Pocztowski The entirety of unique attributes and properties embodied in employees which
have a certain value and are a source of future income for both the owner of
human capital and for the company benefiting from it.

Rybak People who can collaborate — people permanently associated with the com-
pany and its mission.

Gableta It is inseparably connected with the physical mental, intellectual as well as
moral characteristics of individuals.

Source: Krol & Ludwiczynski, 2006, p. 11.

it is often called individual capital and defined as “individual, personal and so-
cial skills, experience, education and other abilities oriented outwards, towards the
company’s customers” (Sveiby, 1998, p. 59).

One can conclude that human capital is indispensably linked to a human be-
ing, and it includes knowledge, skills, experience and competence of employees.
Human capital is defined as the ability of an employee to perform tasks, solve prob-
lems emerging in the company, but it is also the ability to create relationships which
are based on understanding and trust. Human capital serves as a vehicle for gener-
ating knowledge in the company. The basic feature of human capital is that it is not
owned by the company, and is only used by the company at the time of a person’s
employment. Should the employee leave the company, loss of certain skills and abil-
ities occurs in the company (Beyer, 2010, p.175).

Many authors (i.e. Rutka, Czerska, & Kunc, 2009; Fitz-Enz, 2000) draw atten-
tion to the fact that human capital could be developed through investments in peo-
ple, investments in the advancement of knowledge and skills, and investments in
maintaining and improving the employee’s health and vitality (Piotrowski, 2009,
p. 5). It is the human capital - the carrier of which is a competent employee -
that enables the company to achieve the added value contained in new products
or methods of improving productivity growth. One of the characteristic features of
human capital is the possibility of a spontaneous increase in the value of the people
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thanks to continuous learning or gaining experience. This is the only kind of capi-
tal that can add value to itself and by itself (Fitz-Enz, 2000, p. 9).

Fitz-Enz (2001) points to the fact that resources such as cash, credit, materials,
machines do not add to their own value until a human being increases their value
through their appropriate application/use. The theory behind human capital clearly
emphasizes the importance of the added value brought to company by its employ-
ees. It presents people as valuable assets, and stresses the fact that any investments
in staff made by the management of the company allow them to get a satisfactory
return on the investments. Considering the company’s employees as its assets, the
application of the theory of human capital is of great importance in management
practice (Fitz-Enz, 2001, p. 12).

2. The impact of human capital on building competitive
advantage

The problem of building competitive advantage has recently gained crucial impor-
tance, especially in the context of the need for development in a rapidly changing
environment. Competitive advantage is a critical factor for success in the market
which helps to increase the company’s profitability, to act globally and to “reach out
to the future before the others do” In the process of building competitive advan-
tage, companies can make use of a variety of factors and their combinations (Nogal-
ski & Rybicki, 2007, pp. 33-44).

In current economy, it is the human capital that is more and more frequently
given an increasing significance in building strategic advantage and competitive-
ness of modern companies. It is an important intangible source of development of
enterprises, but at the same time is not subject to their ownership.

In the context of the human capital theory, it is believed that humans are genet-
ically endowed with a particular set of characteristics and properties. These prop-
erties may or may not be developed. As a result, there is a natural need to invest in
their development. Treating employees as an object of investment includes them in
the area of economic analysis in relation not only to the costs generated in the com-
pany, but also in the context of increasing the value of the human capital with a view
to its future use (Olesiuk, 2009, p. 47).

Investing in a person who embodies specific human capital remains the prima-
ry responsibility of any company that wishes to have products or services at more
than just an average level. Human capital, effectively enlarged and amplified, can
become the key factor of economic growth, and contribute to the creation of new
values, products, technologies or organizational systems.

It appears that the dominant approach to understanding human capital is
one where the company’s intangible assets are equated with its intellectual capi-
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tal. It consists of three groups of assets (Mikula, Pietruszka-Ortyl, & Potocki, 2002,
pp- 37-39):* the employees’ competence, the company’s internal structure and its
system of external relations. Therefore, the company’s intellectual capital tends to
be understood as a sum of such elements as human capital, organizational capi-
tal, market capital, innovation capital, or human, social and organizational capi-
tal (Jabtonski, 2002, pp. 14-16; Pocztowski, 2003, p. 6). In this sense, human capital
is seen as the foundation for the existence, creation and operation of the other el-
ements of intellectual capital, all of which are considered “soft” components of the
entity’s resources and secondary to human resources.

It should be noted, that intellectual capital is always based on human capital.
Sharing knowledge and its distribution are extreme importance (Rutka et al., 2009).
By mentioning all the components of intellectual capital, however, one can aim to
emphasise that although it is the people (human capital) who create the knowledge,
it is only through their interactions (social capital) that the scope of this knowledge
is increased. The result of this is the creation of institutionalised knowledge belong-
ing to the company (organizational capital). Eventually, it becomes a quasi-public
asset (databases, standards, customs, patterns). This particular asset is recognized
in the company as a standard feature whose dissemination among the company’s
employees allows them to improve both their individual performance and the one
of the company. By increasing the importance of intangible assets, including hu-
man capital, small businesses are able to achieve success thanks to the creativity of
their employees. This takes place thanks to the inclusion of the entity in the struc-
ture of the business network where it receives financial and organizational support
by offering its unique expertise in return (Rosinska, 2007).

In this way, the knowledge of individuals (people scattered in different organ-
izations) is captured by the human resources management systems (the process of
recruitment, selection and screening of employees, the system of motivating per-
sonnel and supporting their development). In order to expand the knowledge and
increase its value, it is important to take full advantage of social and organization-
al capital, which means of both the accumulated and codified knowledge found in
the company and the knowledge that flows through it. The sources of this knowl-
edge are networks of relationships inside and outside the company. Therefore, the
result of the implementation of the concept of knowledge-based economy is a grad-
ual development of business links structure (as a result of globalization and liberal-
ization, also of global links structure). What occurs inside this structure is a rapid
flow of knowledge and information, and its processing and enrichment. All the en-
tities that participate in the network form an organization. Its strategic goal is de-
velopment through identifying its unique value-added which allows it to maintain
competitive advantage of the organization as a whole. In a modern business enter-

* There were many attempts to classify non-material resources: enumerate their types, charac-
teristic features in such a way as to indicate their different nature from material assets.
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prise, its employees should be treated as the most valuable assets, and the company
should take care of their continuous development. It should be noted that the re-
maining assets depreciate over time whereas the people have the ability to quickly
increase their value through the process of learning. They can also contribute to the
creation of added value to a much greater extent than other resources. Thus, in the
knowledge-based economy, human resources are seen as a foundation for improv-
ing competitiveness and boosting innovation.

One can conclude that investments related to the development of human re-
sources are the most advantageous form of investing capital. In business entities this
refers to the improvement of employees’ professional skills, but also to the organ-
ization of the so-called general development training courses which aim to stim-
ulate the creativity of employees and to motivate them to take on new challenges.

3. The role of human capital in the relationships between
companies

Not only do properly shaped inter-organizational relationships provide access to
valuable resources in the form of human capital, but are also conducive to creat-
ing, connecting and sharing of resources, and obtaining values for those involved
in the relationship. According to some managers, “as long as the value is being cre-
ated, everything in the relationship remains good” (Ritter & Walter, 2008, p. 139).

Undoubtedly, the success of any modern enterprise largely depends on how the
relationships with the others are handled (Skalik, 2006, p. 45). Hence, enormous
importance is placed on the role and activity of the management, employees and
teams willing to cooperate with outside entities. Great significance for the develop-
ment of the company is given to human capital which uses its own competence, in-
tellectual ability, motivation, and abilities to perform certain organizational roles,
including the development of inter-organizational relationships. Relationships with
customers, suppliers, competitors and other stakeholders are built via the compa-
ny’s employees. It should be borne in mind that the structural capital is formed
through, among others, elements, human capital. It includes new products, patents,
licenses, software, technologies and relational capital (i.e. reputation, customer loy-
alty, strong relationships with stakeholders) (Danielak, 2012, pp. 1-5).

Ability and competence, especially relational competencies associated with the
use of knowledge, skills, abilities and attitudes in the area of cooperation, are par-
ticularly important in the evolution of the relationships. The creation of relation-
al capital is supported by direct and personal contacts (links) of the employees and
executives with the stakeholders which are based on the ability to cooperate, on the
ability to trust others and also on one’s own credibility and one’s core competencies
(Grudzewski, Hejduk, Sankowska, & Wantuchowicz, 2009, p. 75).
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It is created on the basis of relational resources which are formed between the
company and external stakeholders. It results from the formation of appropriate re-
lations with customers, distributors, suppliers and other entities the company deals
with (Chomiak-Orsa, 2013, p. 109).

Relational capital could determine the efficacy of the company’s affairs and its
market success, both from a static perspective — seen as a resource associated with
interpersonal relations, as well as from a dynamic perspective — seen as the abili-
ty to create and maintain close and lasting relationships based on trust and coop-
eration.

Relational capital is created on the basis of inter-organizational relationships
involving employees as well as the management. It cannot function as a separate
phenomenon, but it exists only in relation with human and structural capital, both
of which create intellectual capital. As opposed to structural capital which remains
the property of the company, relational capital is described as difficult to manage
and control. This stems mostly from the specific character of this kind of capital
which takes an intangible form that is hard to describe, quantify and measure (Ur-
banowska-Sojkin, Banaszyk, & Witczak, 2007, p. 355). The relations are unique and
unrepeatable to the cooperating entities. This is due to the specific arrangements
between the parties. Hence, a possible acquisition or replication of such relations by
other competitive entities may lead to a number of hindrances.

As aresult of the formation of strong bonds between the entities involved in the
relationship, there is a flow of knowledge and information. And this, in turn, results
in the creation of a new range of products or innovations that promote the forma-
tion of values.

Dynamic changes in the environment help to strengthen the relations between
the parties as they lead to greater flexibility of the organization’s activities in the
field of solving problem and decision making through involving their own and
other entities’ competences. The transfer of knowledge is carried out through the
means of human and relational capital, whereas the acquisition, maintenance and
the renewal of resources necessary to create structural capital is carried out through
the means of relationships.

Those involved in the relations must identify variables prior to, during and at
the end of the relations. These variables tend to be found in the areas of benefits
and costs resulting from the cooperation. Such values as trust and honesty, respect,
openness, clear rules of communication play an important role in the formation of
inter-organizational relations in the area of human capital. Moreover, the evolution
of the criteria for the evaluation of values shows that the non-material criteria are
becoming increasingly important, which stems from a growing complexity of eco-
nomic relations. Therefore, the evaluation of values is burdened with a constantly
growing level of subjectivity and uncertainty (Maczynska, 2011, p. 118).
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4. Pilot research methodology

Between September 2015 and March 2016 the authors of this paper conducted a pi-
lot study on the role, size and importance of human capital. The aim of the pilot
survey was to identify the role of human capital, its definition and implications
from the perspective of individuals holding managerial positions in small and me-
dium-sized companies in the region of Podkarpackie in Poland.

The study included more than 300 respondents randomly selected from the
SME sector in the Podkarpackie province. Among the randomly chosen group of
enterprises from among many industries a questionnaire was sent by e-mail provid-
ing anonymity. It consisted of 25 questions, mainly of a closed type both of a one-
type and a multiple choice.

The scope of commercial activities of businesses operating in this geograph-
ic included trading, services, real estate, healthcare and social assistance, and con-
struction. As for the size of these companies, the vast majority of them were small
and medium-sized enterprises.

In the research, people who represent small enterprises that employ up to 45 em-
ployees, and medium-sized enterprises (50-249 employees), from various industries
and sectors operating in Podkarpackie Voivodeship participated. Micro enterprises
were excluded from the research because of the fact that a small number of enter-
prises gives small possibilities with regard to the human capital management.

Among people who took part in the research, that are people authorized to fill
the survey in, the most numerous group consisted of women. There were 164 of them
(54.5%), whereas the second most numerous group included men (136, 45.5%). When it
comes to the type of activity, the biggest number of the companies were engaged in trad-
ing (44.9%), followed by companies operating in the service sector (34.6%), construction
(12.8%) and production of goods (7.7%). No other types of business activities were found.

Considering the scope of business activity, it must be stated that the most exten-
sive group of enterprises included companies that operated only on a local market.
Their share amounted to 33% of a general number of surveyed enterprises. Next
group included companies that conducted business activity on a national scale, and
their interest comprised 22% of the total number of enterprises. The least numerous
group included internationally operating organizations (16%).

If we take into account the criterion which is the period of functioning of par-
ticular enterprises on the market, the dominant group consisted of companies
which period of operation ranged from 8 to 12 years and percentage amounted to
35.9%. Next group consisted of companies that functioned on the market from 3 to
7 years (29.5%), whereas 24.4% of surveyed enterprises declared that they had been
operating on the market for more than 12 years. The smallest group of companies,
10.2% of their total number, by contrast, included such which are functioning for
a period of time not longer than two years.
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5. The importance of human capital in the light of pilot
research

Respondents were asked to formulate their definition of human capital. Respond-
ents could choose of the five possible answers provided. Table 2 illustrates the an-
swers given by respondents.

Table 2 Definitions of human capital according to respondents

Human capital Number of answers | Percentage of answers
Skills and competencies of employees 139 46.30
Expertise, experience, health and vitality 63 21.00
Knowledge, education and experience of employees 70 23.35
Adaptability and production potential 28 9.35

Other 0 0.00

Total 300 100.00

The most frequently chosen answer was the one which defined human capi-
tal as skills and competencies of employees. Almost half of the respondents (46.30%)
chose this option. 23.35% of the respondents opted for a definition which saw hu-
man capital as knowledge, education and experience of the employees. The next most
frequent answer was the one which defined human capital as expertise, experience,
health and vitality. None of the respondents attempted to provide their own defini-
tion of the term. The distribution of responses shows clearly that human capital is
understood by the respondents as a set of employee skills rather than a source of in-
come which the employee embodies.

We asked respondents which type of capital is more important in the company
(Figure 1). A total of three possible answers were provided. The most frequent an-
swer was the option that the employees’ skills, knowledge and experience were the
most important component of the company. This answer was chosen by more than
67.50% of the respondents. In contrast, 32.5% of the respondents believe that the fi-
nancial and material capitals were the most important ones in the company.

The results indicate that the staff and their skills, knowledge and experience are
seen as one of the most important elements in the company, however, the financial
and material capitals without which any cooperation between people would be im-
possible.

The study concerned also on the role of human capital in the functioning of the
company. The respondents were asked to choose an answer that describes the best
their own opinions. Respondents could choose one of the four possible answers

(Table 3).
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15% - Staff and their skills, knowledge, experience
|:| Financial capital

- Material capital

67.5%
17.5%

Figure 1. The importance of different types of capital in the company according to respon-
dents.

Table 3 The role of human capital in the functioning of the company according to respon-
dents

Specification Number of answers | Percentage of answers

Significant role play people and their ideas and this 188 62.66
factor influence the competitive advantage of an
enterprise on the market

Human capital is not the main factor in the decision- 77 25.66
making process and that it is not the most important

element

Human capital is not important for the company as 35 11.63
much as new technologies and machines

Human capital fulfils a different function 0 0.00
Total 300 100.00

A significant majority of the respondents (62.66%) perceived the role of human
capital in the same way. Respondents point that people and their ideas played a sig-
nificant role in the functioning of the company and contribute to the achievement
of the competitive advantage of an enterprise on the market. Almost 26% of the re-
spondents believed that human capital is not the main factor in the decision-mak-
ing process and that it is not the most important element, whereas only 11.63% of
the respondents said that it was not important for the company as much as new tech-
nologies and machines. None of the respondents opted for other possible answers.

The next question was related to the significance of human capital in small and
medium-sized companies in the opinion of respondents (Figure 2).

The respondents could choose one of the following four possible answers: yes,
rather yes, rather no, or no. A vast majority of the respondents (56%) chose the yes
answer, which means that they thought that in their company human resources
occupied an important position. As many as 37% of the respondents chose rather
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Figure 2. Human capital and its significance in the company according to respondents.

yes, whereas only a few percent of the respondents believed the significance of hu-
man capital to be of smaller importance. Clearly, most of the respondents believed
that human resources play an important role in the company, which means that the
companies they worked for placed great significance on people.

Conclusions

The results of the survey confirmed, according to responders, that contemporary knowl-
edge, qualifications and investing in human capital are the primary source of competitive
advantage. Proper management of the most valuable capital as well as its formation and
accumulation can bring many benefits and become the driving force for the functioning
and development of companies regardless of their size, but also become a determining
factor of their position. What justly emphasises the role of human capital is the follow-
ing quote by Henry Ford - founder of the Ford Motors Company: “Take everything, but
leave me my people, and in two years I'll be at the top again” (Ford, 2006, p. 22).

On the basis of the research carried out among 300 enterprises operating on
the territory of Podkarpackie Voivodeship it must be stated that there is no obvious
diversification in terms of their type, however, human capital leads to long lasting
competitive advantage of a particular enterprise. Moreover, the research shows that
investments connected with the development of human resources remain the most
beneficial capital venture. It concerns the improvement of professional skills of em-
ployees by all-development practice that stimulates creativity of employees and in-
spires them to undertake challenges.

In economic practice, in a dynamic environment, reaching competitive advan-
tage requires specific resources, which distinguish an enterprise from among com-
petition. These resources should be characterised by uniqueness, difficulty to repli-
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cate and flexibility that would allow for a fast reaction to changes in environment.
These resources should provide creating a lasting competitive advantage. Human
capital is endowed with above mentioned features the meaning of which had been
recently recognized both by theoreticians and by economic practice. Today, in en-
terprises, human capital should constitute the basis for management as well as for
creating a strategy the purpose of which is to expand the market position of a giv-
en enterprise. The purpose of a particular enterprise is to obtain and shape proper
resources of a human capital. Skilful use of human resources allows companies to
work out a permanent competitive advantage on the market.
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