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ABSTRACT 

In the light of corporate sustainabihty issues, the environmental challenge should be 
appropriately addressed whilst maintaining firms' competitive advantage. The 
paradigm shift towards knowledge-based economy has prompted management focus to 
achieve competitive advantage by intensifying the green intellectual capital resources 
and proactive environmental strategy in causally ambiguous, socially complex and rare. 
However, whether or not and how the green intellectual capital as well as proactive 
environmental strategy contributes to the firms' competitive advantage has always been 
argued. Hence, the main purpose of this study is to investigate whether green intellectual 
capital and proactive environmental strategy have positive significant relationship with 
firms' competitive advantage. Green intellectual capital comprises of green human 
capital, green innovation capital, green organisational capital and green relational 
capital while proactive environmental strategies are represented by greening strategy 
and beyond greening strategy. This study utilised survey research by collecting data 
from 224 managers in the Malaysian manufacturing sector, where the firms are listed 
in the FMM directory. Results of multiple regression analysis highlighted that there is 
a positive significant relationship between green intellectual capital and competitive 
advantage. A positive significant relationship exists between green intellectual capital 
dimensions and firms' competitive advantage with the exception of green human 
capital. Green organisational capital was found to be the most contributor towards 
firms' competitive advantage that shows the manufacturing firms' high commitment 
towards sustainabihty. Furthermore, the results of hierarchical regression revealed that 
proactive environmental strategy does not moderate the relationship between green 
intellectual capital and firms' competitive advantage. The results of the study revealed 
that the creation, transfer and application of green intellectual capital that is a valuable, 
rare, inimitable and non-substitutable resource is imperative to become more superior 
to other competitors. However, the dynamic capabilities of proactive environmental 
strategy have yet to be embraced. This study contributes to a new measurement of green 
intellectual capital, filing the gap of the financial accounting and reporting field. 
Additionally it also enhanced monitoring system of environmental activities and assist 
managers in their strategic resource planning decision. 
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