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INTRODUCTION

The absorptive capacity (ACAP) consists of the ability of an
organization to identify potential in the external environment and
absorb this knowledge for the organization. Traditionally, larger
companies have more absorptive capacity than smaller companies,
because they have a more suitable administrative structure for
such action. However, it is known that small companies also have
absorptive capacity. The big debate is how small businesses can
professionally take advantage of such capacity (Lafuente, et al,
2020; Miroshnychenko, et al, 2020). The present study seeks to
highlight the moderating effect that financial performance (Fin) has
on the interaction of absorptive capacity (ACAP) and organizational
performance (OP). Small businesses ought to recognize and take
advantage of the practical benefits of absorptive capacity. However,
entrepreneurs should find motivation to develop more formalized
absorptive capacities to raise the organizational performance.
Managers must recognize the effect of absorptive capacity
on financial and non-financial performance to be able to take
managerial actions capable of improving the organization's results.
The results can help companies identify ways to better appropriate
external information and knowledge to improve absorptive
capacity.

Considering the relevance of SMEs to a country's economy
and the maintenance of financial and organizational performance,
amidst so many environmental changes, absorptive capacity is
observed as a study option. The term absorption capacity receiving
attention after the work of Cohen and Levinthal (1990), who
developed the concept of absorption capacity, which made the
absorption process concept known and considered a central factor
in the companies’ innovation and adaptation to changes (Al et al.,
2016; Strom-Andersen, 2020). According to Cohen and Levinthal
(1990), absorption capacity can be defined as the company's ability
to recognize the value of external knowledge, seeking to assimilate
and apply this knowledge for commercial purposes.

Based on this context, the following research question emerges:
what is the relationship between absorptive capacity, financial
management and organizational performance in small and
medium-sized enterprises (SMEs)?

As an answer, the general objective was set out: to analyze the
relationship between absorptive capacity, financial management
and organizational performance in SMEs. In order to achieve the
general objective, some specific objectives were constructed:
a) to identify the influence of absorptive capacity on financial
management; b) to identify the influence of absorptive capacity
on the organizational performance; c) to identify the influence of
financial management on organizational performance.

This article’s subject covers small business management, which
is the main theme of studies with small companies (Kumar et al,
2021). According Kallmuenzer and Scholl-Grissemann (2017) a
fruitful proposal for future research would be to study and track
the development and implementation process as well as the final
impact SMEs over a longer period and at several stages within this
process. With this paper, it was possible to address this research
gap. Silva and Primo (2021) suggest research on how companies
can create opportunities based on their resources and capabilities
for future studies. In our research we will study absorptive capacity.
This article has originality because it adapts and reconciles
the themes Absorptive Capacity, Financial Management and
Organizational Performance in the Brazilian SMEs organizational
framework, setting hypotheses from the framework proposed, for
the purpose of analysis in this investigation.

There is literature confirming that absorptive capacity exerts a
positive influence on innovation processes and outcomes, such as
financial performance of the organizational (Bercovitz & Feldman,

2007, Kostopoulos et al., 2011, Najafi Tavani et al,, 2013, Garcia-
Perez-de-Lema et al,, 2017, Santos et al., 2021) absorptive capacity
affectsinnovation and organizational performance outcomes (Ebers
& Maurer, 2014, Ali et al.,, 2016, Oliveira et al, 2020, Agostineto et
al, 2022) and Financial performance has the ability to positively
influence different non-financial performances of organizations
(Lai et al, 2017, lkram et al, 2019, Montenegro de Lima et al,
2020, Chen & Ma, 2021, Bazhair, 2021). Briefly, absorptive capacity
positively influences organizational performance, so in this paper,
we will analyze the moderating effect of financial performance.
This study represents one of the first attempts to investigate
the relationships between absorptive capacity, organizational
performance and financial performance.

The article is structured as follows. The first section discusses
therelationship between absorptive capacity, financial performance
and organizational performance in small firms and outlines a series
of hypotheses. We then describe the dataset and the key variables
used in the analysis (research methodology). The next sections
present the partial least square structural equation modeling
results, followed by a discussion of the empirical findings. The final
section considers the implications of our findings and identifies
potential avenues for future research.

THEORETICAL REVIEW

According to Cohen and Levinthal (1990), absorption capacity can
be defined as the organizational ability to recognize the value of
external knowledge, seeking to assimilate and apply this knowledge
for commercial purposes.

The changes in the business environment and the increase in
competition have led organizations to focus greatly on improving
their organizational performance to achieve a sustainable
competitive advantage by relying on keeping pace with these
changes and developing their absorptive capacity (AlTaweel &
Al-Hawary, 2021). There is literature confirming that absorptive
capacity affects innovation and organizational performance
outcomes (Ebers & Maurer, 2014, Ali et al,, 2016, Oliveira et al,
2020).

Potential absorptive capacity influences realized absorptive
capacity, which impacts and organizational performance (Garcia-
Sanchez etal., 2018). The results provide support for the absorptive
capacity's role for organizational performance. Furthermore,
different configurations of absorptive capacity conditions lead to
better organizational performance (Ali et al, 2016; Dabic¢ et al,
2019). To investigate the relationships between firm capabilities,
BM design (mediating variable), and firm performance (Pucci et al,,
2017). There is a direct relationship between absorptive capacity
and organizational performance. Not only that, but organizational
performance also directly depends on the absorptive capacity
(Oliveira et al, 2020).

A small and medium enterprise (SME) absorbs knowledge
to innovation, but also improve organizational performance
(Benhayoun et al., 2021; de Noronha, et al, 2021). Thus, according
to the absorptive capacity has a positive effect on organizational
performance, we generate the hypothesis:

H1: the absorptive capacity influences the organizational performance
of SMEs.

Financial performance can be a subjective measure, based
on how well a SME can use assets from its primary mode of
business and generate revenues. It refers to the degree to which
financial objectives are being accomplished (Santos et al., 2021).
Would their capability of applying new knowledge lead to higher
financial returns? Yes, Absorptive Capacity leads to better Financial
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Performance (Santos et al., 2021), absorptive capacity contributes,
directly and indirectly, to innovation and financial performance
(Kostopoulos et al.,, 2011).

There is literature confirming that absorptive capacity exerts a
positive influence on innovation processes and outcomes, such as
financial performance of the organizational (Bercovitz & Feldman,
2007, Kostopoulos et al.,, 2011, Najafi Tavani et al., 2013, Garcia-
Perez-de-Lema et al.,, 2017, Santos et al., 2021).

Absorptive capacity refers to a SME's ability to utilize external
knowledge for commercial purposes. Ability to capture externally
generated information is crucial. Rungi and Stulova (2013)
demonstrate that absorptive capacity entails a direct effect on
financial performance. So, the effect of influential knowledge
on financial performance is positively moderated by absorptive
capacity (Papazoglou & Spanos, 2021).

Multiple tangible and intangible determinants affect the
survival and success of a small and medium enterprise (SME).
Absorptive capacity significant contributors on the financial
and non-financial performance of SMEs. The SME ought to focus
on self-developing those capabilities that render sustainable its
competitive posture (Khan et al, 2019). The absorptive capacity
exerts an effect on financial performance in both the Brazilian and
Portuguese contexts (Laviniki, et al, 2021)

Financial performance could positively influence different non-
financial performances of organizations. Financial performance
influences operational performance (Lai et al, 2017), customer
satisfaction (Rodrigues Viana et al., 2022), sustainability actions
(Montenegro de Lima et al, 2020), green investment (Chen &
Ma, 2021, Mazon et al, 2022), corporate governance mechanism
(Bazhair, 2021), the organization's level of legitimacy will have a
positive impact on its performance (Prado-Roman, et al, 2020),
corporate social responsibility (Ikram et al, 2019), innovation
capability and innovation in nascent ventures (Pagotto et al, 2022).
Thus, according to the financial performance has a positive effect
on organizational performance, we generate the hypothesis:

H2: The effect of absorptive capacity on organizational performance has
a moderating effect of financial performance of SMEs.

The international literature, basis for the construction of
the theoretical framework, shows the existence of relationships
between Absorptive Capacity, Financial Performance, and
Organizational Performance. In this connection, when listing
these three literature dimensions, aiming at the adaptation and
compatibility with the theme in the Brazilian SMEs organizational
context, we proceeded with the construction of the logic and
the hypotheses of the framework proposed for analysis in this
investigation, as shown in Figure 1.

Figure 1
Logic and hypotheses of the proposed framework for analysis.

Financial
performance

Absorptive

Organizational

performance

capacity H1+

Note: Elaborated the authors.

RESEARCH METHODOLOGY

In this section, the research methodology is presented. First the
measures and then the sample profile.

Measures

A questionnaire with 34 questions related to absorptive capacity,
financial performance and organizational performance was
elaborated. It should be noted that the data collection instrument
underwent a pre-test when evaluated by a group of experts
(composed of researchers and business professionals) who
reviewed the questionnaire and provided feedback on the ease of
understanding of the instrument, consistency, and adequacy of the
sequence of items, which led to some specific changes. The final
questionnaire has thirty-four statements measured on a five-point
Likert type scale and the applied version is shown in Appendix A.

It should be noted that the data collection instrument
underwent a pre-test when evaluated by a group of experts
(composed of researchers and business professionals) who
reviewed the questionnaire and provided feedback on the ease of
understanding of the instrument, consistency, and adequacy of the
sequence of items, which led to some specific changes. The final
questionnaire has statements measured on a five-point Likert type
scale. Study with scales in SMEs is pointed out by Manthey et al.
(2021) as suitable for this type of study

Sample Profile

Data collection took place between August and November 2020
through research applied in the Google Forms tool. With the
same tool, the verification of the filling out and validation of the
questionnaires received was initially carried out.

In this research, the sample size was calculated using the
G*Power 3.1.9 software (http://www.gpowerhhu.de/en.html) was
used with the following parameters: Effect Size 0.15; alpha error
0.05; Power 0.80; Number of predictors 2. The total sample size
was 68.

A total of 295 questionnaires were collected, all the companies
studied were micro or small commercial companies in the city of
Florianopolis. Florianépolis is a coastal city, and the commerce of
micro and small companies is important for a tourist city. Then, the
data collected were inserted into Excel spreadsheets and analyzed
using descriptive statistics and the Partial Least Square Structural
Equation Modeling (PLS-SEM) technique. The PLS-SEM is a method
of structural equation modeling which allows estimating complex
cause-effect relationship models with latent variables. PLS-SEM
is a technique widely used for research in Small Business and
Enterprise Development (Ng et al., 2020; Pulka et al., 2021).

With the same tool, the verification of the filling out and
validation of the questionnaires received was initially carried out. A
total of two hundred and ninety-five questionnaires were collected
and validated. Despite the non-probabilistic sampling, this can
be considered a homogeneous group, with at least one common
characteristic: companies of the greater Floriandpolis region, as
recommended by Flynn et al., (1990), Hourneaux Jr. et al., (2018)
and Dabi¢ et al (2019).

The creation of models / frameworks is common in
entrepreneurship and small business research (Victorino et al,
2020; Santos & Teixeira, 2021; Lopes et al, 2021). Then, the data
collected were inserted into Excel spreadsheets and analyzed
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using descriptive statistics and the partial least square structural
equation modeling technique, with the support of the SmartPLS
software, version 3.

Finally, it is clarified that the procedures applied here are
quantitative, because in this kind of research, data collection
uses standardized methods and generates numerical data, which
can be analyzed using graphs and statistical techniques. For the
authors, the quantitative approach allows formulating hypotheses
that can be tested (contributing to the development of the theory)
or examined in future research. The research is conclusive as it
seeks to test specific hypotheses and examine relationships. It is
also descriptive, as it seeks to describe characteristics of a given
phenomenon, seeking to establish relationships between existing
variables, such as trust and perceived influence.

ANALYSIS OF RESULTS: PLS
(PARTIAL LEAST SQUARES) ANALYSIS

In this section, the structural equations are analyzed by means
of the partial least squares, through two steps: evaluation of the
measurement model and analysis of the structural model, both of
which are further detailed.

Model Assessment - Validity And Reliability

After exporting the collected primary data to the SmartPLS
software, version 3, and carrying out its configurations, a report of
the preliminary data obtained was generated. The evaluation of the
model started through its convergent validity, discriminant validity
and reliability, as recommended by Hair Jr et al. (2017).

It should be noted, however, that the sequence of the analyses
occurred in accordance with the recommendation of Bido & Silva
(2019), namely: 1) convergent validity; 2) discriminant validity; 3)
reliability. Since one of the assumptions for assessing reliability is
that its convergent validity and discriminant validity be adequate.
Thus, if any problem in the convergent or discriminant validity is
diagnosed, it is suggested not to proceed further to the reliability
assessment.

Thus, it was found that the AVE of Latent Variables (LV),
according to Ringle et al. (2014), values greater than 0.50 are
acceptable, and values greater than 0.40 may be acceptable in
applied social sciences.

Once the convergent validity is assured, the next step was to
assess the Discriminant Validity, which indicates whether the
constructs or variables are independent of each other (Hair Jr et
al,, 2017). According to Ringle et al. (2014) for the discriminant
validity of the observed variables, cross loads must be observed,
that is, indicators with higher factor loads in their respective latent
variables than in the others, as recommended by Chin (1998). For
the discriminant validity of latent variables, we can use, HTMT
criterion - Heterotrait-Monotrait Ratio (Henseler et al,, 2015).

First, the crossed factor loadings were evaluated according to
Chin' s (1998) criterion, which proved to be adequate, as shown in
the Table 1.

By analyzing Table 1, the factor loads of the Variables Observed
in the original Latent Variables are higher when compared to the
other constructs. Variables ACAP 09, ACAP 11, had cross loads
below acceptable standards and therefore were excluded from the
model.

The results from the Heterotrait-Monotrait Ratio (HTMT)
criteria are shown in Table 2.

Table 1

Cross loads values of the variables observed in the latent variables.

Code Capacity Fnance O ance.
ACAPO1 .691 .510 464
ACAPO02 .750 482 .542
ACAPO3 .682 462 .398
ACAPO4 .753 .556 .549
ACAPO5 .780 .586 521
ACAPO6 .688 .503 474
ACAPO7 .707 429 402
ACAPO8 .668 404 424
ACAP10 714 496 .505
0P01 .564 617 .784
0P02 466 .556 .802
OP03 471 .570 .793
0P04 541 .606 .840
OP05 561 .540 .808
OP06 .558 .522 .766
OP07 .553 511 .758
Fin01 .590 799 .570
Fin02 .559 810 .563
Fin03 .610 826 .573
Fin04 .582 811 .583
Fin05 .579 .868 .582
Fin06 .570 .837 572
Fin07 514 .789 .656
Fin08 468 .756 .504
Fin09 .528 .829 .567
Fin10 511 .780 .534
Fin11 .604 .862 .573
Fin12 490 .720 424
Fin13 499 .588 .555

Note: Elaborated by the authors, based on research data (SmartPLS3®, 2021).

Table 2
HTMT Criterion.

Absorptive Financial Organizational
Construct .

Capacity Performance performance

Absorptive
Capacity
Financial 751
Performance
Organizational 745 761

performance

Note: Elaborated by the authors, based on research data (SmartPLS3®, 2022).

It is noteworthy that, based on the results of the studies by
Henseler et al. (2015) and on previous research, the referred
authors suggesta threshold value 0of 0.90, therefore the discriminant
validity of latent variables is also attested by the HTMT criterion.

Finally, the values of internal consistency were evaluated using
Cronbach's alpha and composite reliability. The Cronbach's alpha
of the constructs is greater than 0.80. Also, the reliability criterion
met was considered, through the composite reliability indices,
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which were higher than the minimum limit of 0.7 (Hair Jr et al,,
2017). Table 3 shows the referred values, together with the values
related to the AVE:

Table 3

Values related to the internal consistency of the model.

Cronbach’s Composite

alpha reliability AVE
Absorptive Capacity .881 904 512
Financial .950 956 .630
Organizational performance 902 922 .630

Note: Elaborated by the authors, based on research data (SmartPLS3®, 2022).

In Table 3 we can see that the Cronbach's alpha of the constructs.
Also, the reliability criterion met was considered, through the
composite reliability indices, which were higher than the minimum
limit of 0.7 (Hair Jretal,, 2017).

Structural Modeling Evaluation

The first evaluation carried out consisted of the analysis of
collinearity, using the Variance Inflation Factor (VIF). Table 4 shows
these values.

Table 4

Values related to the Variation Inflation Factor (VIF).

Code Capacity. Fnance O mance
ACAPO1 .691 .510 464
ACAPO2 .750 482 .542
ACAPO3 .682 462 .398
ACAP04 753 .556 .549
ACAPO5 .780 .586 521
ACAP06 .688 .503 AT74
ACAPO7 707 429 402
ACAPO8 .668 404 424
ACAP10 714 496 .505
0P01 .564 617 784

Note: Elaborated by the authors, based on research data (SmartPLS3®, 2022).

As all values are less than five, all variables were maintained.
Subsequently, Pearson's determination coefficients (R*) were
evaluated. According to Ringle et al. (2014, p. 67), R? “assesses the
variance portion of the endogenous variables, which is explained
by the structural modeling”. Figure 2 presents the structure of the
measurement model, with the values of R? and path coefficients.

Figure 2
Proposed model, R? and path coefficients.

Financial
performance

H2+ .324%**

Organizational
performance
.563

Absorptive

capacity H1+ 346%%

Note: Elaborated the authors.

It appears that the endogenous latent variables present R?
above the percentage suggested as large/high, according to Hair
Jr et al. (2011) classifications, that is, all latent variables have a
large effect on the model. The model explained a substantial part of
the variation of the endogenous variable: 56.3% of organizational
performance.

Financial performance has amoderating effect on organizational
performance. The direct relationship between absorptive capacity
and organizational performance has a path of 0.346 (Figure 2),
while the moderating effect of financial performance generates a
PLS path result of 0.324.

with f squared, it was evaluated how much each construct is
“useful” for the adjustment of the model. Table 5 shows the referred
values:

Table 5
fsquared.

Constructs Absorptive Capacity  Financial  Firm perfomance
Absorptive Capacity 921 142
Financial 261

Firm perfomance

Note: Elaborated by the authors, based on research data (SmartPLS3®, 2022).

Values 0f 0.02, 0.15 and 0.35 are considered small, medium, and
large, respectively. the values of Q2 and f2 indicate that the model
is accurate and that the constructs are important for the overall fit
of the model.

To test the significance of the relationships pointed out, the
bootstrapping technique was used is a resampling technique used to
assess the significance (p-value) of the correlations (measurement
models) and the regressions (structural model).

The effect of absorptive capacity on organizational
performance has a moderating effect of financial performance of
SMEs are significant at the p =.000 level (Table 6). The Absorptive
Capacity to Financial Performance and Financial Performance to
Organizational Performance path coefficients of 0.692 and 0.468,
respectively, are relatively stronger than the paths from Absorptive
Capacity to Organizational Performance of 0.346.

Table 6
Hypothesis.

T statistics .
Hypotheses (10/STDEV]) p-value Significance
H1 Absorptive Capacity ->
Organizational Performance 7:305 0.000 supported
H2 Moderating effect:
Absorptive Capacity -> Financial 5947 0.000 supported

Performance -> Organizational
Performance

Note: Elaborated by the authors.

Another important issue relates to the fit statistics for the
models (see Table 7), and while in the past the priority was the
predictive relevance of the model in determining a given dependent
variable, today PLSSEM offers fit measures such as SRMR, d_ULS,
d_G or NFI (Henseler et al,, 2015).
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Table 7

Fit measures.

Statistics Model

Standardized Root Mean Squared Residual (SRMR) .063
Squared Euclidean distance (d_ULS) 1.736
Geodesic Distance (d_G) .896
Chi? 1,428.731
Normed Fit Index (NFI) 0.782

Note: Elaborated by the authors.

In this vein, the Standardized Root Mean Squared Residual
(SRMR) value of the measurement model should be lower than
0.08 (Hair Jr et al, 2017). In addition, all discrepancies (Squared
Euclidean distance -d_ULS- and Geodesic Distance -d_G-) should be
below the 99 per cent quantile of the bootstrap discrepancies. This
model has a very good measurement model fit.

Discussion Of Results

The results indicate that the absorptive capacity as an independent
variable impact on the organizational performance, as it allows to
expand and assimilate new knowledge, according to Zahra & George
(2002). In addition, the studies by Glabiszewski & Zastempowski
(2017) show that absorption can provide economic growth
resulting from the innovation absorbed by the organizations.

On the other hand, the results show that the absorptive capacity
influences financial performance when observing the relationship
of the variables to have a positive impact on the development of
the organization. This can lead to an absorption perspective, as
reported in the Strom-Andersen studies (2020).

When analyzing the independent variable “absorptive capacity”,
the dependent variables are “Financial” and “Firm Performance”. It
was observed that Financial is influenced by the Absorptive Capacity
in 48% with an R? of 0.69. However, the dependent variable Firm
Performance is influenced by Financial and Absorptive Capacity
by 56%. But the R2 for ACAP is 0.34 and for Financial 0.46. The
research by Silajdzic & Mehic (2015) reached the same conclusion
that absorptive capacity has a positive influence on economic
growth and Rathakrishnan et al. (2021) absorptive capacity
influences company performance.

It can thus be inferred that the companies studied in this
investigation have managers who encourage support between the
organization’s departments to solve problems and spread ideas,
and that such attitudes impact both the finance and organizational
performance; however, they impact finance in a more relevant
way. But, considering that the absorptive capacity influences 48%
of finance and that finance influences 46% of the organizational
performance, then, the absorptive capacity has an indirect impact
on the organizational performance.

The PLS-SEM analysis resulted in retention of 29 indicators
and more importantly, the absorptive capacity construct had 9
indicators after elimination of 5 item. The comparative retention
of indicators in the PLS-SEM approach enhances the validity and
reliability of that model and provides insights for future research
and managerial implications that otherwise would be lost.

These results corroborate the research by Strom-Andersen
(2020), who in his study concluded that companies that invest in
absorptive capacity present evidence that the financial investment
made is reflected in the companies' results. A small and medium
enterprise (SME) absorbs knowledge to innovation, but also
improve organizational performance (Benhayoun etal., 2021).

The variables were attested by the HTMT criterion, where the
threshold value is 0.90 and in this study the correlations were
between 0.745 and 0.761. The criteria of composite reliability
were also met, as values higher than the minimum limit of 0.7 were
found.

The results found in this work are in line with the results
obtained by several authors, who emphasize that the business
absorption capacity is directly linked to results and competitive
advantage. In addition, financial performance impacts performance
when considering the organizational absorptive capacity. It is
evident that there is a relationship between SMEs absorptive
capacity, financial performance, and organizational performance.

Moderating effects in the context of PLS path modeling
describe a moderated relationship within the structural model.
So, absorptive capacity positively influences organizational
performance (Ebers & Maurer, 2014, Ali et al., 2016, Oliveira et
al, 2020; AlTaweel & Al-Hawary, 2021) and the main finding of
this research: financial performance has a moderating effect on
organizational performance.

Small businesses ought to recognize and take advantage of the
practical benefits of absorptive capacity. However, entrepreneurs
should find motivation to develop more formalized absorptive
capacities to raise the organizational performance. The results
can help companies identify ways to better appropriate external
information and knowledge to improve absorptive capacity.

Previous studies on SME have already been produced to find
mediating effects on organizational performance: Absorptive
Capacity and Firm Performance in SMEs: The Mediating Influence
of Strategic Alliances (Flatten et al, 2011), Absorptive capacity,
firm performance, and the moderating role of entrepreneurial
orientation (Wales et al, 2012), Technological constraints to
firm performance, the moderating effects of firm linkages and
cooperation (Kolade et al., 2019), Mediating role of innovativeness
in the link between core competencies and SME performance
(Ng et al,, 2020), Growing SMEs and internal financing: the role
of business practices (Fadil & St-Pierre, 2021), Entrepreneurial
competencies, entrepreneurial orientation, entrepreneurial
network, government business support and SMEs performance. The
moderating role of the external environment (Pulka et al., 2021).
Adapting and repositioning makes a difference in organizational
performance and competitiveness (Lafuente et al, 2020). Thus,
acquisition, assimilation, transformation, and exploration must be
continuous actions on organizations (Miroshnychenko, et al, 2020).
Previous studies were not found relating financial performance as
a mediating variable of the absorptive capacity and organizational
performance relationship in SME.

The existence of the relationship absorptive capacity and
financial performance is not enough to assume an improvement
in absorptive capacity. In addition to obtaining information, it
is important to analyze other elements such as content, trust
and vision. Some resources were responsible for generating
organizational performance. According to Pagotto, et al. (2022)
these relationships strengthen a set of practices that catalyze the
development of innovation, as there is a significant and positive
relationship between innovation capacity and innovation, so
companies do not compete for innovation, but for the ability to
achieve it.

Several managerial implications ensue from our study
suggesting that SME managers need to understand how different
components of absorptive capacity relate to organizational
performance. Thus, firms with better absorptive capacity have
advantages in sustaining competitive advantage. Thus, gaining
access to knowledge, adapting, and incorporating knowledge in the
current business are key to organizational performance. According

@ ® I .\' l d ©ANEGEPE, Sao Paulo - SP. All rights reserved.

REGEPE Entrep. Small Bus. J., v.12, n.1, Jan./Apr., 2023 *


https://creativecommons.org/licenses/by/4.0/deed.en
https://creativecommons.org/licenses/by/4.0/deed.en
https://creativecommons.org/licenses/by/4.0/deed.en
https://portal.issn.org/resource/ISSN/2965-1506
https://regepe.org.br/regepe/issue/view/51
https://doi.org/10.14211/regepe.esbj.e2205

Soares, T. C. et al.

The moderating effect of financial performance exerts on the interaction of absorptive capacity and organizational performance 7

Miroshnychenko, et al. (2020) providing opportunities to access
external knowledge sources (e.g., enabling employees to take part
in industry specific meetings) and spreading such knowledge
throughout the organization (e.g, through cross-departmental
meetings) should foster potential absorptive capacity in SMEs.

The absorptive capacity of SME generally increases their
capacity to access, internalize, and exploit new knowledge, as
well as their flexibility. Furthermore, our findings support real-
world observations. Another interesting aspect of our work is that
we shed light on absorptive capacity as a previously overlooked
determinant of organizational performance in SME. Specifically, our
study demonstrates that absorptive capacity affects organizational
performance via financial performance. These findings are in line
with those presented by Miroshnychenko, et al. (2020).

Our findings also suggest that business consultants advising
SME should consider the importance of possible relationships
between financial performance and the different components of
absorptive capacity when providing advice and support on the
topic of organizational performance.

CONCLUSIONS

The two study hypotheses were accepted. Thus, it is concluded
that the absorptive capacity influences SMEs organizational
performance and that the effect of absorptive capacity on
organizational performance has a moderating effect of financial
performance. In conclusion, to achieve the absorptive capacity
impact on business results, its articulation is recommended with
financial performance.

There is literature confirming that absorptive capacity exerts
a positive influence on financial performance; absorptive capacity
affects organizational performance; and financial performance
can positively influence different non-financial performances
of organizations. This article adapts and reconciles the themes
Absorptive Capacity, Financial performance, and Organizational
Performance in the Brazilian SMEs organizational framework,
showing a relationship between them. The absorptive capacity
affect organizational performance directly moreover financial
performance plays the moderating role in their relationship.

The SEM approaches enable more flexible in developing
complex and realistic structural and measurement models. Now
is possible to develop new theory and to evaluate the accuracy
with which a theoretical model reflects reality. The theoretical
contribution of this research consists in the proof that financial
performance has a moderating effect on the relationship between
absorptive capacity and financial performance. The article provides
clearer understanding for scholars and practitioners about the new
and effective pathway to promote firm's operational and financial
performance. As a limitation of the article, it is indicated that this
is just a tested model, there are others. It is noteworthy that there
are other scales to measure the same constructs. Finally, the results
are not generalized.

Managers must recognize the effect of absorptive capacity
on financial and non-financial performance to be able to take
managerial actions capable of improving the organization's results.
This study offers new insights concerning the performance. For
future studies, it is suggested to review qualitatively the interaction
of absorptive capacity, financial performance, and organizational
performance for managers of small and medium-sized companies,
evidencing which aspects they consider bearing the greatest impact
on business results.
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APPENDIX A

AFFIRMATIVE AND INVESTIGATION CODES STATEMENTS

Affirmative Statements Code
The search for relevant information from our sector is part of the
o . . ACAP 01
organizational daily routine.
Our managers encourage employees to seek information from ACAP 02
our industry.
Qur managers expect employees to use information from other ACAP 03
industries.
In our orga-mzatlonal, ideas and concepts are communicated ACAP 04
between different areas.
Our managers encourage support among different organizational
ACAP 05
areas to solve problems.
In our organizational there is a fast flow of information between ACAP 06
the departments.
Our managers hold regular department meetings to exchange
. ACAP 07
new developments, problems and achievements.
Our employees have the ability to structure and use the
! ACAP 08
knowledge acquired externally.
Our employees prepare new knowledge acquired externally for
. . ACAP 09
other purposes and to make it available
Ol_lr emplgyees are successful in articulating existing knowledge ACAP 10
with new ideas.
Our employees are able to apply new knowledge to their work. ACAP 11
Our managers support the development of projects ACAP 12
Our organizational regularly reconsiders the technologies used
- ACAP 13
and adapts them according to new knowledge.
Our organizational has the ability to work better when it adopts
- ACAP 14
new technologies.
Organizational uses data from the cash flow in a managerial way Fin 01
Organizational uses data from the balance sheet in a managerial Fin 02
way
Organizational uses data from the income statement in a Fin 03
managerial way
Organizational uses data from its budget in a managerial way Fin 04
Organizational uses data from its financial planning in a Fin 05
managerial way
Organizational knows how much resources it has raised from .
R . Fin 06
third parties
Organizational knows the cost of third parties Fin 07
Organizational knows how much of its own resources have been .
. . . Fin 08
invested in the business
Organizational knows the cost of equity Fin 09
Organizational calculates product cost based on costs Fin 10
Organizational calculates the need for working capital Fin 11
Organizational calculates inventory cost Fin 12
Organizational has a credit policy in place for credit sales Fin 13
Compared to the average results of our competitors, we grew FP 01
faster.
In general, today our organizational performs better than it did
FP 02
12 months ago.
In general, today our organizational performs better than it did FP 03
5 years ago.
In the past 12 months, our organizational has achieved its FP 04
performance goals
For the past 5 years, our organizational has achieved its FP 05
performance goals.
Compared to the average of our competitors, we are more
h FP 06
profitable
Compared to the average of our competitors, we have a larger FP 07

market share.

Note: Elaborated the authors.
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