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ABSTRACT 

 

 
Objective – Configuration of organizational capability plays a very important role in creating service performance, and 

superior and sustainable company performance. The purpose of this study is to propose a conceptual to explain the role 

between configuration of organizational capability to service performance and its impact on sustainable local enterprise 

water services in West Kalimantan, Indonesia. 

Methodology/Technique – The data was collected from 100 managers at the local enterprise water service in West 

Kalimantan Indonesia using a purposive sampling method. The analysis tool used was structural equation modeling 

partial least square (SEMPLS). 

Findings – The model in this study was confirmed by the data collected which shows the importance of configuring 

organizational capability to improve both service performance and sustainability of the local enterprise water services in 

West Kalimantan. The classification of configuration organizational capability in local enterprise water services 

includes human capability, information technology capability, system capability, and dynamic capability. 

Novelty – Most of the previous research focus on western countries. Therefore, this research is novel as it is carried out 

in the context of developing countries, particularly in local enterprise water services in West Kalimantan, Indonesia. 
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_______________________________________________________________________________________ 

1. Introduction 

The study of the creation of sustainable excellence is an interesting area of study for marketing and 

management experts, because it is very influential on improving sustainable company performance (Barney, 

1991; Ismail et. al., 2012; Leonidou et. al., 2013).  
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To obtain sustainable performance, companies must develop strategies that exploit their own strengths and 

avoid internal weaknesses, respond to environmental opportunities and neutralize environmental threats, and 

local enterprise water services in West Kalimantan, Indonesia. An approach based on RBV states that in 

order to achieve sustainable excellence, in addition to resources, companies must also have the capability to 

obtain resources and manage them in accordance with their market environment (Morgan, 2012). Hence, this 

research seeks to provide an alternative for managing local enterprise water services in West Kalimantan 

Indonesia. Thus, to increase public value and create sustainability, companies must configure organizational 

capability, which includes classifying their capabilities in order to create service performance for customers. 

This is because the sources of competitive advantage include aspects of resources and capabilities (Fong et. 

al., 2014; Lage et. al., 2009). Meanwhile, according to Day (1994), capability refers to the set of skills and 

accumulation of a number of knowledge that enables a company to use its resources in an effort to generate 

added value and competitiveness. 

Some opinions state that capability must be owned so that the company can improve service performance 

and ultimately improve sustainable company performance, including human capital, organizational capital, 

relational capital, and informational capital (Griffit, 2010), system capabilities (Ismail et. al., 2012), IT 

Capability (Dawe et. al., 2012; Pee & Kankanhalli. 2015), as well as human capacities, process capabilities, 

and technology capabilities (Beevers, 2000). In addition to being able to survive and adjust in a dynamic 

environment, dynamic capability is needed (Newhert, 2005; Teece, 2007; Wu, 2010). Therefore, this study 

aims to propose a conceptual model to explain the role of configuration organizational capability to service 

performance and its influence on sustainable local enterprise water services in West Kalimantan, Indonesia. It 

also aims to classify the capabilities based on resource-based theoretical concepts (RBV) and contingency 

theory that must be owned by local enterprise water services in West Kalimantan, Indonesia. 

2. Literature Review and Hypothesis Development 

2.1 The Conceptual Base Configuration Organizational Capability 

Organizational capability is a concept that has been used to summarize the insight into the theory of 

resource-based high-performance companies. Capability incorporates all company assets both tangible and 

intangible, competencies, organizational processes, company attributes, information and everything 

controlled by the company that enables the company to understand and implement strategies to improve 

efficiency and effectiveness. In other words, capability is a special type of resource that aims to increase the 

productivity of other resources owned by the company (Makadok 2001; Kozlenkova, 2014), and are closely 

related to the company's competitive advantage (Kaleka & Morgan, 2017). Derived from those concepts, the 

local enterprise water services is believed to be able to produce superior customer value through the quality 

of services given to customers that have an impact on company performance, hence, a strategy for 

configuration organizational capability is very important (Furrer et. al., 2008; López et. al., 2011). 

Configuration of organizational capability aims to classify the capabilities possessed by the company in 

creating sustainable performance. Several studies state that to create excellence, local enterprise water 

services must be able to optimize its capabilities, such as human capability, IT capability, system capability. 

Those are part of the strategic resources that must be optimized (Beevers, 2000; Wu, 2010; Dawes et. al., 

2012; Bekkers et. al., 2013; Pee & Kankanhalli. 2015; Afifah & Ilzar, 2017). 

Human capability itself is defined as the skills and knowledge owned by employees (Hunt, 2000), and is 

very influential for companies in achieving service performance (Griffith & Lusch, 2007; Griffith et. al., 

2010). Meanwhile, IT capability is defined as information technology that can link knowledge to everyone 

within an organization and is very important for achieving superior performance in services (Teece et. al., 

1997, Song et. al., 2005; Furrer et. al., 2008; Son et. al., 2014). System capability can be defined as a 

business process and procedure (Ray et. al., 2004) which is an action of a company to achieve its business 

goals. Capability systems also have a role in creating sustainable excellence (Ismail et. al., 2012). However, 
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in this study, the author considers dynamic capability because dynamic capability is an important 

requirement of the public sector to adapt to changes in the external environment (Newhert, 2005; Teece, 

2007; Wu, 2010). 

Therefore, the survival of a company depends on the application of strategies that maximize internal 

strength by overcoming internal weaknesses. This is because a sustainable competitive advantage may not 

last forever due to unexpected environmental changes, for which there is a need for organizational capability 

configuration (Eisenhardt & Martin, 2000; Furrer et. al., 2008; López et. al., 2011). 

2.2 The Conceptual Base Service Performance 

Sustainable competitive advantage is achieved when companies implement value creation strategies that 

are based on unique resources, capabilities and competencies. The most effective sustainable achievement is 

to use the company's capability. The service industry plays a very important role in the economy of a country 

(Lovelock, 2012). In today's highly competitive and global environment, providing quality and competitive 

services is a part of crucial strategy for the success and survival of the company (Munhurrun et. al., 2010). 

Likewise, a company is expected to be able to provide quality services and create public value (Agbor, 2011; 

Lykal & Celebi, 2016). For this reason, companies must be able to allocate the resources and strategic 

capacities available to them (Bekkers et. al., 2013; Pee & Kankanhalli, 2015). 

The existence of good service performance of a company is indispensable for the improvement of the 

profitability and survival of the company.  

2.3 Hypothesis Development 

Sustainable local enterprise water services are achieved when companies are able to implement value 

creation strategies based on unique resources, capabilities and competencies. Therefore, the survival of a 

company depends on the application of strategies that maximize internal strength by overcoming internal 

weaknesses because sustainable competitive advantage may not last forever due to unexpected environmental 

changes, for which there is a need for configuration organizational (Furrer et. al., 2008; López et. al., 2011). 

As discussed above, several studies state that the capability classifications can improve sustainable 

enterprises, including human capabilities, IT capability, system capabilities and dynamic capabilities 

(Eisenhardt & Martin, 2000; Newhert, 2005; Griffith et. al., 2010; Wu, 2010; Perez et. al., 2007; Ismail et. 

al., 2012; Son et. al., 2014; Pee & Kankanhali, 2015). Therefore, the hypotheses are proposed: 

 

H1: Configuration of organizational capability influences service performance. 

H2: Configuration of organizational capability has an effect on the sustainability of local enterprise water 

services. 

H3: Service performance affects the sustainability of local enterprise water services. 

3. Research Methodology 

This explanatory research examines 100 managers at the local enterprise water service in West 

Kalimantan, Indonesia. The participants were selected using a purposive sampling method. The analytical 

tool used was the partial least square (SEMPLS) modeling equation. Before testing the hypotheses, the 

variables for configuration of organizational capability was carried out using the literature study method.  

The variables of configuration capability with indicators of human capability include IT capability, system 

capability and dynamic capability. Service performance variables with quality indicators include, physical 

environment quality and outcome quality. The variables of sustainable local enterprise water services 

indicators include financial aspects, operational aspects, service aspects and HR aspects. 
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4. Research Findings 

To test the hypotheses, the researcher used statistical T value test in which a 95% confidence interval must 

be higher than 1.96 or the P value must be less than 0.05. This will mean that the effect is significant. The 

results of the hypothesis testing are presented in Table 1 below. 

 

Table 1. Hypothesis Testing Results 

Causality Relations Path 

Coefficient 

T-Statistic Ƿ-Value Information 

 

Configuration of capability      Service performance 0,146 1,596 0,000 Significant 

Configuration of capability    Sustainable LEWS 0,280 3,344 0,001 Significant 

Services performance     Sustainable LEWS  0,363 3,248 0,000 Significant 

 

The results of the statistical tests show that all of the hypotheses proposed in this study have a significant 

effect on the p-Value >0.05. This shows that in order to achieve sustainable local enterprise water service, the 

companies must configure the organizational capability to improve service performance which ultimately 

impacts the sustainability of local enterprise water services in West Kalimantan. 

5.  Discussion 

The results of the literature review explain the configuration of organizational capability is used to classify 

the capabilities possessed by the company to increase company performance. In the local enterprise water 

service, the sources of capability include human capability, IT capability, system capability and dynamic 

capability. The results of this study support the theory developed by some experts that the sources of 

competitive advantage include aspects of resources and capabilities. However, resources and capabilities will 

not be valuable if they are not applied and integrated (Lages et. al., 2009; Fong et. al., 2014; Pee & 

Kankanhali, 2015). Therefore, there is a need for configuration of organizational capability so that the 

resources become valuable and useful (Varga & Lusch, 2011), which enables the company to improve 

service performance and sustainability.  

The configuration of organizational capability is important for service performance, and affects the 

sustainability of local enterprise water services in West Kalimantan, Indonesia. The results of this study are 

consistent with the results of previous studies by Furrer et. al. (2008) and López et, al. (2011). Thus, this 

study suggests that company leaders must be able to allocate, integrate and utilize the resources (tangible, 

intangible, and capabilities) owned by the company. This will enable them to create sustainable performance 

because sustainable excellence can be achieved when their companies implement value creation strategies 

based on resources, unique capabilities and competencies. 

6.  Conclusion 

The findings of this study affirm that configuration of organizational capability influences service 

performance and its impact on the sustainability of local enterprise water services in West Kalimantan, 

Indonesia. Theoretically, these findings contribute to the implementation of the RBV concept and 

contingency theory in the management of public organizations. Meanwhile, the survival of a company 

depends on the application of strategies that maximize internal strength by overcoming internal weaknesses. 

Given that sustainable competitive advantages may not last forever due to unexpected environmental 

changes, configuration of organizational capability is extremely important. 
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