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This study was conducted to investigate the structural relationship between Local Wisdom, Competency 
Syariah and human capital on Competitive strategy and Bank Syariah Industry, as well as to discover the 
attributes of Local Wisdoms that have the greatest role in creating Competitive strategy and establish Bank 
Syariah Industry. Various empirical studies outline that Competency Syariah and human capital are the two 
constructs are related. Competitive strategy and Bank Syariah Industry is also influenced by Competency 
Syariah and human capital also local wisdom. The result of this study is shown that Local Wisdom, 
Competency Syariah and human capital on Competitive strategy and Bank Syariah Industry have significant 
relationship.  
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INTRODUCTION 
 
The banking industry has a very important role in the 
economy in Indonesia. The Bank is one financial 
institution that has an important role in the economy of a 
country as a financial intermediary, this is because the 
bank is one of the financial system that serves as a 
Financial Intermediary, which is an institution that has a 
role to bring together the owners and users of funds, the 
activities of the bank should be run efficiently on a macro 
and micro scale. Competition banking world at this time is 
getting tighter due to the rapid advancement of the 
banking business in the country, so any banking business 
trying to take advantage of optimum use of the funds and 
technology owned so as to realize the efficiency and 
effectiveness both in terms of production, consumption, 
and distribution will ultimately improve the 

competitiveness of enterprises. Banks in Article 1 (2) of 
Law No. 10 of 1998 on changes to the Law No. 7 of 1992 
on banking is the business entity that collects funds from 
the public in the form of savings and channel them to the 
public in the form of credit or other forms in order to 
improve the standard of living of the people. Allocating 
funds from the mobility of people to any diverse economic 
sectors and areas that need funds appropriately and 
quickly, which has not been served by conventional 
banking system to banking services in accordance with 
Islamic principles, then the Islamic bank in 1992 was 
officially introduced to the public. 
     Islamic bank was born as one alternative solution to 
the problem is a conflict between bank interests with 
usury (Muhammad, 2004). Islamic banks have the main  



 
 
 
 
philosophy of partnership and togetherness in the profit 
and risk are expected to accommodate the public 
demand for banking services in accordance with Islamic 
principles 
     Operational activities of Islamic banking in Indonesia 
started in 1992 through the establishment of PT. Bank 
Muamalat Tbk Indonesia (PT.BMI). By law, Islamic 
banking operations are based on the law No. 7 of 1992 
on banking which is then updated in the law no.7 of 1992 
on banking which is then updated in the law no.10 of 
1998. With the power of this law, Islamic banks have the 
same opportunities as conventional banks to conduct 
banking operations in the world. The existence of Islamic 
banks operating both stand alone as well as operational 
units of conventional banks, is an effort to meet the 
needs of a very diverse society (Antonio, 2001). With the 
implementation of the Islamic banking system alongside 
conventional banking system, the mobility of public funds 
can also be carried out more widely, particularly on the 
segment of society that has not been touched by the 
conventional banking system. 
     Since the appearance of Islamic banks in 1992, 
Islamic banks continued to progress quite rapidly. 
Regulations issued by the government of the Islamic 
banking such as Law No. 21 of 2008 concerning Islamic 
Banking helps the development of Islamic banking 
industry performance , because the stronger the 
institutional structure will have an impact on the quality of 
performance is increasingly directed (Heri Sudarsono, 
2003) . In the process, Islamic banking is progressing 
very rapidly every year. But the market share of Islamic 
banks can be said is still far below the market share of 
conventional banks. The number of Muslim population in 
Indonesia is a country with a Muslim population in the 
world’s largest Islamic bank should make the potential to 
achieve considerable market share. But the high level of 
competition that occurs at this time requires Islamic 
banks to take steps that ideally to get a place in the 
hearts of people, strategic measures that can be taken by 
Islamic banks in order to win the competition, one of 
which is to improve performance in the business industry 
Islamic bank itself. 
     Many factors influence the passage of Islamic finance 
industry, which are determined from the competitive 
strategy and competitive human capital shariah Islamic 
bank. Because as we know the concept of Competitive 
Strategy put forward by Michael E Porter (1998) analyzed 
the business competition based on five main aspects of 
the so-called Five Forces Competitive. R.E Freeman 
recommends aspect to six to complete it. The six aspects 
or variables that make up the model for competitive 
strategy is presented as follows: a. Threats Sign New 
Arrivals, b. Fellow Competition In Industry Company, c. 
Threat of Substitute Products, d. Bargaining Power of 
Buyers, e. Bargaining power of suppliers and f. Influence 
of power from other stakeholders. 
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Human Capital also determine a competitive strategy in 
the shariah banking industry, because Human capital is a 
source of innovation and renewal strategies that can be 
obtained from brainstorming through laboratory research, 
the dream of management, process reengineering, and 
the improvement or development of the skills of workers. 
In addition, human capital provide added value in the 
company every day, through motivation, commitment, 
competence and effectiveness of teamwork. The added 
value that can be contributed to by workers in the form of: 
the development of competencies possessed by the 
company, the transfer of knowledge from the workers to 
the company as well as changes in management culture 
(Mayo 2000 in Rachmawati et al. 2004). It also according 
Schultz (1993), the term “human capital” has been 
defined as a key element in improving a firm assets and 
employees in order to increase productive as well as 
sustain competitive advantage. To sustain 
competitiveness in the organization human capital 
becomes an instrument used to increase productivity. 
Human capitals refer to processes that relate to training, 
education and other professional initiatives in order to 
increase the levels of knowledge, skills, abilities, values, 
and social assets of an employee which will lead to the 
employee’s satisfaction and performance, and eventually 
on a firm performance. Rastogi (2002) stated that human 
capital is an important input for organizations especially 
for employees’ continuous improvement mainly on 
knowledge, skills, and abilities. Thus, the definition of 
human capital is referred to as “the knowledge, skills, 
competencies, and attributes embodied in individuals that 
facilitate the creation of personal, social and economic 
well-being” (Organization for Economic Co-Operation and     
Development or OECD, 2001: 18). 
    So is the case with Local Wisdom which is all forms of 
knowledge, belief, understanding, or insight as well as 
custom or ethics that guide human behavior in life in an 
ecological community (Keraf, 2002). Meanwhile, 
according to Gobyah 2009 local wisdom is defined as 
truth that has been a tradition, or steady in an area. 
     This study aims to explain how the role of local 
wisdom, Sharia Competency and human capital to 
Competitive strategy in developing Islamic business 
strategy within the industry. This study is expected to 
build an integrative theoretical model of the important role 
of human capital, Sharia Competency and local wisdom 
in strengthening Competitive strategy in the Islamic 
business industry. 
     The results of this study are expected to provide 
significant benefits in the theoretical and practical 
aspects. Theoretically, this research is expected to 
produce outcomes Competency model, human capital, 
local wisdom of the Competitive Strategy in Islamic 
finance industry. Results were expected to be published 
in scientific journals to ensuring the development of the 
theory of the business industry and HR theory. The  
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research also has practical urgency is for developers who 
intend to enter the Islamic finance in Islamic business 
competition is so tight in order to survive and at least be 
able to create a broad base of human capital in the area 
of Indonesia. 
 
  
RESEARCH DESIGN 
 
The conceptual framework of the research described the 
formulation of the problem which has been described in 
the foregoing discussion and explanation of each variable 
and relationship patterns formed by these variables. The 
hypothesis was tested using test equipment statistics that 
are tailored to the issues and variables in this study and 
is the conclusion of research in the form of empirical 
findings. 
    The study directs the logic according to which due to 
inductive reasoning of the empirical study is a 
generalization of the activities of the things that is specific 
and be a general conclusion. Many research and studies 
are used to form the construct of the concept that was 
built to prove the influence of Sharia competency and 
local wisdom and human capital to Competitive strategy 
and industry sharia business. 
    Samples according to Malhotra (2010), Ferdinand 
(2011), and Sugiarto et al (2001) are some of the 
characteristics possessed by the amount of the 
population. When large populations, and researchers 
may learn them all so researchers can use most simple 
drawn from the population. While the planned sampling 
conducted in Islamic banking environment. Sampling is 
the process of selecting a number of elements of the 
population enough so that research on samples and 
understanding of the nature or characteristics will make 
the researcher can generalize about the nature or the 
characteristics of the elements of the population (Noor, 
2011). This study has a population of affordable because 
the numbers can be known in order to obtain an overview 
of samples to be observed. Sampling method used in this 
research is the method of random sampling. 
    The data obtained in this study were processed using 
techniques Generalized Structured Component Analysis 
(GSCA) to replace the factor by linear combination of 
indicators (manifest variables) in the analysis of 
Structural Equation Modeling (SEM). GSCA developed in 
order to overcome the weaknesses Partially Least 
Square (PLS) because it is equipped with a global 
optimization procedure and retaining local optimization 
procedure as in PLS (Solimun, 2012 ) GSCA .This 
method can also be applied to the relationship between 
variables is relatively complex either recursive or not , 
involves higher-order components and Multi-group 
comparison . 
    GSCA is a new method of SEM -based components, is 
very important and can be used to calculate a score and 
can be applied to a very small sample. Additionally,  

 
 
 
 
GSCA can also be used in the structural model that 
includes variables with reflexive indicators and / or 
formative. 
    GSCA structural model can be applied to both the 
basic theory has been well established as a confirmatory 
analysis method or model that the basic theory has not 
been established, Usually the structural model has a 
strong theoretical basis and based on the research 
results are often analyzed by analysis of covariance -
based SEM, whereas if the model is not based on a 
strong theoretical basis is often calculated using 
component -based SEM analysis. 
    GSCA SEM can overcome the weaknesses which at 
the time in the structural models are models of formative 
indicators simultaneously cover the shortfall PLS when 
the model analyzed is not recursive. GSCA can measure 
non- recursive models and latent variables have a mix of 
indicators such as formative and reflective indicators. 
Singularity problem and multi co-linearity also often a 
constraint in the structural model analysis using 
covariance -based SEM. In practice, GSCA allows multi 
co-linearity, wherein there is a strong correlation between 
the exogenous variables. 
     GSCA methods used to obtain a better structural 
model for prediction purposes. If the structural model is 
designed without relying on a strong theoretical 
foundation and also the results of the study, the GSCA 
executed in the effort of building models and analytical 
results are preferred for predictive purposes. 
 
 
RESULTS AND DISCUSSION 
 
Results 
 
FIT shows the total variance of all the variables that can 
be explained by the particular model. FIT value between 
0 and 1 so that the model established can explain all the 
variables that exist in the amount of 0.256. Local 
Wisdom, Human capital, Competency Sharia, 
Competitive Strategy and Islamic Banking Industry which 
can be explained by the model is 25.6 % and the rest is 
explained by other variables. It means that there is a 
structural model to explain the phenomenons are less 
well studied. 
     While AFIT is adjusted FIT which FIT that have been 
corrected. Because the variables that affect the Islamic 
Banking Industry are more than one so that better use 
AFIT interpretation. As more and more variables that 
affect the value of the FIT will be even greater because 
the proportion diversity will also be increased so as to 
conform with existing variables can use AFIT. When 
viewed from AFIT, the diversity of variables that can be 
explained by the model was 19.5% while the remaining 
79.5% can be explained other variables. 
     Testing inner model (structural model) essentially 
testing the hypothesis. Hypothesis testing is done by t  



Akob, 153 
 
 
 
                                                                     Table 
 
 
 
 
 
 
 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Structural Model Result 

Human 

Capital 
Competitive 

Strategy 

Competency 

Sharia 

Local 

Wisdom 

Islamic 

Banking 

Industry 

.394 

.582 

.412 

.243 

.052 
.244 

 
 
 
 
test (T-statistic) at each track direct influence of the 
partial testing of inner model (structural model) on 
essentially testing the hypothesis. Hypothesis testing is 
done by t test (T statistic) on each lane direct effect of the 
partial testing direct influence of the local wisdom on 
Islamic Banking Industry, the value of the coefficient of 
inner weight of 0,394, with the p-value of 0.000. Because 
the p-value <0.05, then there is a significant direct effect 
between local wisdom on Islamic Banking Industry. That 
is, the higher the efforts to improve local wisdom, the 
higher the value of Islamic Banking Industry. The partial 
testing is direct influence of the human capital on 
competitive strategy, the value of the coefficient of inner 
weight of 0,243, with the value of the p-value of 0.000. 
Because the p-value <0.05, then there is a significant 
direct effect between human capital on competitive 
strategy. That is, the higher the efforts to improve human 
capital, the higher the value of competitive strategy.  
Testing direct influence of competitive strategy on Islamic 
Banking Industry, the inner weight coefficient values 
obtained for 0,582, with the p- value of 0000. Because 
the p-value <0.05, then there is a significant direct 
influence of competitive strategy on Islamic Banking 
Industry. That is, the high value competitive strategy, the 
higher the value of Islamic Banking Industry. Based on 
the above results, all hypotheses are acceptable. All 
hypotheses are shown to have a significant and positive. 

DISCUSSION 
 
Based on calculations using GSCA analysis is proved 
that local wisdom significant effect on Islamic Banking 
Industry. That is, the higher the level of local wisdom in 
Islamic banking, the higher the level of development of 
Islamic Banking Industry. These results suggest that this 
study is consistent with the theory and some earlier 
research showing that local wisdom influence on Islamic 
Banking Industry. Similar results were also found 
between human capital and sharia competency to 
competitive strategy, in which the results of the analysis 
show that human capital and competency sharia 
significant effect on competitive strategy. These results 
suggest that this study is consistent with the theory and 
some earlier research showing that human capital and 
competency sharia affect the competitive strategy. So is 
the relationship between competitive strategies 
significantly influence the Islamic Banking Industry. That 
is, the higher the competitive strategy on Islamic banking, 
the higher the level of development of Islamic Banking 
Industry. These results suggest that this study is 
consistent with the theory and some earlier research 
showing that competitive strategy affect the Islamic 
Banking Industry.  
     Further, it can be stated that this related with the 
competition condition of banking industry resulted from  

MODEL FIT 

FIT 0.256 

AFIT 0.195 

GFI 0.988 

SRMR 0.168 

NPAR 73 
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UU No 10, 1998 open good opportunity for syariah 
banking. The constitution also allows the national bank to 
operate in Dual Banking System by opening syariah 
banking or fully operational in syariah principle. Beside 
that, in line with the concrete efforts in developing Islamic 
banking in Indonesia, Bank Indonesia has formulated a 
Grand Strategy of Islamic Banking Market Development, 
as a comprehensive strategy of market development 
covering strategic aspects, such as: determining the 
vision of 2010 as the leading Islamic banking industry in 
ASEAN, creating the new image of inclusive and 
universal Islamic banking, mapping a more accurate 
market segment, developing more various products by 
considering local wisdom aspect, improving services as 
well as adopting new communication strategy of Islamic 
banking by positioning it as a beyond banking position.  
 
 
CONCLUSION 
 
This study aims to explain how the role of local wisdom, 
Sharia Competency and human capital to Competitive 
strategy in developing Islamic business strategy within 
the industry.  The overall conclusion of the study was the 
effect of local wisdom, Sharia Competency and human 
capital to Competitive strategy in developing Islamic 
business strategy. Based on the analysis, it was 
concluded that: 
1. Local wisdom significant effect on Islamic 
Banking Industry. That is, the higher the level of local 
wisdom in Islamic banking, the higher the level of 
development of Islamic Banking Industry.  
2. Human capital and sharia competency to 
competitive strategy, in which the results of the analysis 
show that human capital and competency sharia 
significant effect on competitive strategy.  
3. Competitive strategies significantly influence the 
Islamic Banking Industry. That is, the higher the 
competitive strategy on Islamic banking, the higher the 
level of development of Islamic Banking Industry.  

 
 
 
 
REFERENCES 
  
Antonio, Syafi'i, (2001). Bank Syariah Dari Teori Kepraktik. Jakarta : 

Gema Insani. Press 
Ferdinand. (2011). Metode Penelitian Manajemen. Semarang: Badan 

Penerbit Universitas Diponegoro 
Heri, Sudarsono (2003). Bank dan Lembaga Keuangan Syariah. 

Yogyakarta : Ekumsia 
Human System Management. 19(3), 193-203 
I Ketut Gobyah dalam “Berpijak pada Kearifan local” 
Keraf  SA (2002). Etika Lingkungan,Pn. Buku Kompas, Jakarta 
Malhotra K. Naresh (2010).. Marketing Research An Applied 

Orientation, Prentice Hall International Inc, New Jersey 
Mayo A (2000). “The Role of Employee Development in The Growth of 

Intellectual Capital”, Personal Review, Vol. 29, No. 4. http://www. 
emerald-library.com 

Michael E. Porter, (1998). Competitive Strategy: Techniques for 
Analyzing Industries and Competitors, New York: The Free Press 

Muhammad. (2004). Manajemen Dana Bank Syariah. Yogyakarta: 
Ekonisia. 

Noor, Juliansyah. 2011. Metodologi Penelitian. Jakarta: Kencana 
Prenanda Media Group 

Organization for Economic Co-operation and Development (OECD) 
(2001). The Well- Being of Nations: The Role of Human and Social 
Capital. Paris: OECD.  

Rachmawati, D., dan F. Wulani. 2004. ”Human Capital dan Kinerja 
Dareah: Studi Kasus di Jawa Timur”, Penelitian APTIK, April: 1-73. 

Rastogi, P.N. (2002). Sustaining enterprise competitiveness –is human 
capital the answer.  

Schultz TW (1993). The Economic Importance of Human Capital in 
Modernization. Education Economics, 1 (1), 13-19. 

Solimun (2012).  “Pemodelan Generalized Structured Component 
Analysis (GeSCA)”, Program Studi Statistika FMIPA, PDIM FE 
Universitas Brawijaya Malang 

Sugiarto et al. (2001). Teknik Sampling. Jakarta: PT Gramedia Pustaka 
Utama 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  
 
 
 
 


