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Abstract

Purpose — The purpose of this paper is to analyze effects of absorptive capacity (ACAP) on organizational
performance. The model looks at the mediating influence of marketing capabilities (innovative capability and
new product development capability (NPDC)) and innovation performance (IP).
Design/methodology/approach — This study takes a quantitative approach by using survey data from
333 Brazilian manufacturer managers involved with strategic marketing processes. Structural equation
modeling was used to test the theoretical hypotheses.

Findings — Results indicate that ACAP does not have a direct impact on organizational performance.
The relation is fully mediated by marketing capabilities (innovative capability and NPDC) and IP.
Research limitations/implications — According to the research findings, managers should put efforts in
the ACAP as well as marketing capabilities that will result in better organizational performance. This
research is limited to the context of manufacturer firms in Brazil. However, it is suggested that an application
of this research can be conducted in different industries and different countries.

Originality/value — This study contributes to theory and management practice. First, no study has
explored all these constructs together. Through the relationship between ACAP and performance, the authors
found that marketing capabilities and IP can fully mediate the former proposed relation. The authors’
contribution is the understanding of the role of ACAP influence on performance. Managers should be
encouraged to invest in companies’ ACAP as well as marketing capabilities to differentiate themselves from
competitors and improve performance.

Keywords Organizational performance, Absorptive capacity, Structural equation modelling, Mediation,
Marketing capabilities, Intermediate results
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1. Introduction

The dynamic nature of the product and services market requires that firms develop new
abilities to innovate with better products and services, including new processes and routines
(Kostopoulos et al., 2011). Knowledge, an essential resource for innovation (Zahra and
George, 2002; Cohen and Levinthal, 1990), is available from internal and external sources.
However, the external knowledge available to firms is not absorbed equally among them
(Zahra and George, 2002). A firm’s absorptive capacity (ACAP) refers to its ability to
recognize the value of external knowledge and then to assimilate, translate, and apply that
knowledge for commercial ends (Cohen and Levinthal, 1990; Flatten et al, 2011). ACAP
helps companies to create and maintain a competitive advantage in dynamic environments
(Teece et al, 1997, Zahra and George, 2002).

Some studies have found that marketing capabilities play a mediating role between
ACAP and OP. Marketing capabilities are crucial determinants of superior financial
performance. For this study, we focused on marketing innovation capability (MIC) and new
product development capability (NPDC). Various researchers have linked ACAP and NPDC
(Stock et al., 2001; Fosfuri and Tribo, 2008), and we identified studies that related NPDC with
innovation performance (IP) as well (Steinberg et al, 2017). Thus, we can infer that NPDC
mediates ACAP-performance relationship.



MIC may also mediate the ACAP-performance relationship (Akgiin ef al, 2009). Thus,
since some studies link ACAP with MIC and other studies relate innovation (MIC) to
performance; it can be proposed that the capability for innovation may be a mediator of the
relationship between ACAP and performance.

Moreover, in Corral de Zubielqui et al’s (2016) paper, ACAP has a direct and positive
influence on innovation outcomes and an indirect effect on a firm’s performance through
innovation. Finally, Jiménez-Jiménez and Sanz-Valle’s (2011) empirical study showed that IP
directly and positively influences OP. Therefore, we infer that the ACAP-performance
relationship may occur through a second mediation, wherein the mediators can be either
NPDC and/or MIC together with IP.

Given the ongoing yet unresolved discussion on marketing capabilities and firm
performance (Vorhies and Morgan, 2005), more fine-grained research is called for on both
marketing and organizational antecedents and their effects on OP. In light of above, a
comprehension of the relationship between ACAP and MIC and between ACAP and NPDC
can help elucidate this question. In the absence of an existing integrated empirical test of
these relationships, we cannot be confident about how ACAP affects marketing innovation
and NPDC or how it contributes to OP, either directly or via IP. Since a firm’s MIC and NPDC
are becoming crucial to responding to dynamic market needs (Hsieh and Tsai, 2007), we
need to address this gap in the literature.

Morgan (2012) postulated that through relationship between ACAP-OP, mediated by
marketing capabilities and operational performance, there will be increased causal
ambiguity. It means that the cost of imitation will increase; it will be more difficult for
competitors to copy products and processes due to the intangibility of the resulting learning
capacities. It also highlights the importance of path dependence in the exclusivity of
organizational capabilities and resources, and, finally, the legal barriers that the company
can impose through patents, for example (Hooley et al., 2005).

Our study makes four theoretical contributions. First, it adds to the field’s current
understanding of the relationship between ACAP and IP, contributing to closing the gap
Kostopoulos et al (2011) highlighted. The authors also stressed the lack of an integrative
examination of innovation and financial measures of performance in ACAP studies.
Therefore, a second theoretical contribution is that it provides a better comprehension of
ACAP’s role as a mechanism for translating external knowledge into tangible benefits.
Third, it provides an investigation of the effects of absorbed external knowledge on
performance when mediated by different marketing capabilities (Tzokas et al, 2015).
Finally, this study contributes to a better theoretical understanding of marketing
capabilities’ relevance to building innovative business relationship capabilities.

Likewise, these research outcomes contribute to improved management practices as they
demonstrate the importance of absorbing external knowledge and integrating it internally
via marketing capabilities. The study also highlights the fact that variable knowledge is a
significant asset that can differentiate a firm from its competitors. For instance, if a firm
relates well with its stakeholders (such as universities and start-ups), it is probably closer to
gaining new knowledge, and improved technologies than its less connected competitors
(Kostopoulos et al., 2011).

This paper is structured as follows. First, we explain the background research literature,
including discussions of ACAP, marketing capabilities, non-financial and financial results,
resource-hased view (RBV), and dynamic capabilities (DCs). Next, we present the theoretical
model and describe its key constructs. This is followed by the development and construction
of the hypotheses. Subsequently, we present the methodology and results, which is followed
by a discussion of the findings. The paper’s conclusion and implications are then presented.
Finally, we discuss the managerial implications, limitations, and potential future research
directions of this paper.
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2. Literature background

The key constructs for this study are grounded in the RBV and DC perspective. We used DC
to provide theoretical support for ACAP and RBV to sustain marketing capabilities.
According to RBV, a company’s access to strategic resources is the main determinant of
performance variations among firms in the same sector (Barney, 1991). Some RBV studies,
referring to organizational capabilities (Slater ef al, 2006), have focused on the
organizational results of resources development processes (Sirmon et al, 2007).
Nevertheless, RBV is not free from theoretical criticism. The theory’s weakness stems
from its lack of a theoretical explanation of how to develop and deploy firms’ resources.
Lengnick-Hall and Wolff (1999) pointed out the failure of RBV to consider the effects of
dynamic market environments.

The concept of DCs (Teece et al, 1997; Newbert, 2007) aims to explain how
companies create and maintain a competitive advantage in dynamic environments,
focusing on company’s resources as a source of their differentiation (Barney, 1991;
Penrose, 1959; Priem and Butler, 2001). DC is a dynamic view that incorporates
dynamicity to RBV (Cavusgil ef al., 2003). RBV highlights resource picking (i.e. marketing
capabilities), while DC emphasizes resource reconfiguration (i.e. ACAP). Thus, Liu and Ko
(2012) pointed out that company’s knowledge will be beneficial only if translated into
specific capabilities that favor the implementation of resources, since just learning
may not be enough for companies to achieve better results. To achieve a competitive
advantage the integration of constructs marketing capabilities from RBV and ACAP from
DC is necessary.

The remainder of this section defines and discusses ACAP, marketing capabilities, IP,
and organizational performance.

21 ACAP

Dierickx and Cool (1989) affirmed that knowledge stocks alone are necessary but
insufficient conditions of value delivery. As a possible solution, Cohen and Levinthal (1990)
introduced the concept of ACAP into the organizational context. According them, ACAP is
an “ability to recognize the value of new information, assimilate it, and apply it to
commercial ends” (Cohen and Levinthal, 1990, p. 128). Thus, superior OP can be reached
only when knowledge is properly deployed via the firm’s capabilities (Day, 1994).

Several authors have developed works based on Cohen and Levinthal’s (1990) seminal
concept. The authors proposed three phases of ACAP: identification, assimilation, and
exploration. Considering that the effects of externally acquired knowledge on organizational
outcomes depend on a company converting this knowledge content into a usable form,
Zahra and George (2002) expanded ACAP from its three original dimensions into four
dimensions: acquisition, assimilation, transformation, and exploitation. Transformation, the
added phase, refers to the internalization and conversion of assimilated external knowledge
(Zahra and George, 2002). Transformation brings synergy and recodification to the ACAP
process by facilitating the assimilation of a firm’'s newly acquired knowledge with prior
knowledge (Jiménez-Barrionuevo et al., 2011).

We can cite some studies that used ACAP. Xiong and Bharadwaj (2011) investigated
financial impact of marketing resources and capabilities in the initial public offering market
in a B2B context (computer and software industry). A young firm with strong ACAP is more
likely to enhance its marketing capabilities through the transfer of knowledge in its
network. In a recent study by Yang et al (2015), the authors posited that investments in
R&D help firms to accumulate intellectual capital. The findings of this study supports that
previous knowledge helps firms to absorb and develop new knowledge. Yang et al. (2015)
postulated that the outcome of knowledge integration in a firm is its organizational
capabilities. It demonstrates the importance of ACAP to firms.



With a well-developed ACAP, firms can improve their performance (Lane et al., 2001). A
well-defended argument is also that, through ACAP, heterogeneity among firms’
performance outcomes can be partially explained.

2.2 Marketing capabilities

Capabilities refer to the knowledge and skills that a company accumulates, which, in turn,
allow it to increase the value of its use of resources (Murray et al., 2011). Specifically, Morgan
(2012) argued that marketing capabilities are responsible for transforming company’s
marketing resources into valuable results. The two marketing capabilities examined in the
present research are MIC and NPDC.

When companies can manage processes and development of new products — NPDC
(Murray et al, 2011), we can infer that the organization is concentrating efforts to achieve a
sustainable competitive advantage. In turn, when the company has well-developed
innovation capability (MIC) (Merrilees ef al, 2011), and it can deliver value to its customers
better than competitors; we can say that it provides recognized value to its customers.
Therefore, studying the operation of these capabilities in firms is fundamental to
understand mechanisms that help in search of organizational differentiation. In the next
sections, these two capabilities are discussed.

221 MIC. MIC refers to a firm’s ability to successfully introduce new methods into
the marketplace (Merrilees et al., 2011). Specifically, Merrilees et al. (2011) showed that
MIC aids new idea development aimed to help customers: using MIC, firms are able to fast
track new offerings to customers, to manage processes while keeping costs down,
and, finally, to package a total solution to customer problems. In the contemporary
business environment, firms depend upon external sources of information to promote
innovation, stimulate new products, and improve their performance (Cassiman and
Veugelers, 2002; Morgan and Berthon, 2008). ACAP, in this context, is critical to
organizational innovation.

If it is theoretically plausible that ACAP can lead to the better acquisition and application
of external knowledge in the development of MICs, it is also reasonable to suppose that
these can lead companies to superior IP. There are studies that link companies’ innovation
capabilities to their use of external knowledge sources as fonts of new ideas (Laursen and
Salter, 2004). In addition, Katila and Ahuja’s (2002) study investigates the relationship
between innovation capability and the creation of new products and has found that firms’
search efforts actually vary across two distinct dimensions: search depth and search scope
(Katila and Ahuja, 2002).

2.2.2 NPDC. NPDC concerns a company’s ability to develop and launch new products
that meet market requirements and that generate satisfactory financial returns (Ernst et al,
2010). To develop new products, a company must have scientific and technological
capabilities (Stock ef al., 2001). Companies need to search for external knowledge, internalize
it, and use it to acquire more knowledge as they develop new products that differentiate
them from competitors. Yet, despite the relevance of these two constructs (ACAP and
NPDC) and indications of a probable relationship between them, few studies have verified
this relationship.

2.3 Performance
Performance is defined as the achievement of established objectives, which implies that if one
reaches or exceeds defined goals, one has achieved positive performance (Slater et al, 2006).
There are in the literature, two major groups of indicators most commonly used
as evidence of performance in organizations: financial (i.e. OP) or non-financial (ie. IP)
(Hult et al, 2005).
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To be measurable, IP needs to be reflected in organizational results. Furthermore, there is
evidence in the literature of a positive relationship between IP and OP, including empirical tests
proving that the most innovative companies have the best results (Lawson and Samson, 2001).
Cruz-Ros et al. (2010) argued that establishing direct and clear causal relationships between
capacities and financial performance could be challenging. According to Maria et al (2010),
however, marketing capabilities and performance do share an indirect relationship. Thus, it is
possible that IP plays an important role. At the same time, it is important to understand the
leading mechanisms that drive the marketing capabilities of companies and how such
mechanisms impact organizational results. Finally, it is relevant to investigate the relationship
between ACAP and marketing capabilities and how they impact OP.

3. Hypotheses development
The direct relationship between ACAP and OP is the primary link examined with the
conceptual model used for this research. Given this direct relationship, the model
investigates the simple mediating role of MIC and NPDC. Considering the marketing
capabilities cited above, our model encompasses the double mediating role of IP on ACAP
and organizational performance.

According to Kostopoulos et al. (2011), a firm may use various sources to accumulate
external knowledge while interacting with its stakeholders. The ways that a business
utilizes its capabilities to improve their products, processes, and routines are a source of
its differentiation from its competitors in the marketplace (Zahra and George, 2002) to
such an extent that some researchers have argued that ACAP is positively related to OP
(Wales et al., 2013).

However, other researchers have found positive relationships, both direct and indirect,
between ACAP and performance (Bharati et al, 2014). For example, Garcia-Morales et al.
(2007) found that technology ACAP influences organizational learning and innovation; this,
in turn, generates better OP. Ali et al (2016) found acquisition, assimilation, and exploitation
are key drivers of organizational innovation and, in turn, of improved OP. Moreover, when
Lane et al. (2001) tested ACAP of companies, also in a discharged form, they discovered both
direct and indirect relationships with performance. In turn, Kostopoulos et al (2011)
discovered that IP fully mediates the relationship between ACAP and financial
performance. Finally, although it is clear that ACAP is important to a company’s
performance, it is necessary to clarify how this relationship occurs: directly or indirectly.
Thus, we first tested the direct link:

HI1. ACAP has a direct and positive effect on organizational performance.

According to Day (1994), marketing capabilities are among the three most important factors
that influence OP (along with business strategy and market orientation). Thus, we proposed
measuring the relationship between marketing capabilities and OP (Thorpe and
Morgan, 2007). Innovation capabilities, meanwhile, are critical to holding a competitive
advantage and to superior marketing performance (Hooley et al.,, 2005), and the study of this
variable receives a significant share of attention in OP studies (Merrilees et al., 2011). Based
on existing literature, it can be inferred that IC is a determinant of OP.

A company’s success, in other words, relates directly to that company’s ability to develop
and launch new products that meet market requirements and generate satisfactory financial
returns (Ernst ef al, 2010). As Teece et al. (1997) argued, to be successful in the market, a
company must possess the capacity to develop rapid and flexible product innovations.

Based on the literature reviewed, we propose the following hypotheses:

H2aq. MIC has a direct and positive effect on organizational performance.

H2b. NPDC has a direct and positive effect on organizational performance.



In addition, there is evidence in the literature of a positive relationship between IP and OP,
including empirical tests proving that the most innovative firms perform the best (Lawson
and Samson, 2001; Tuan et al, 2016). Therefore, we propose the following hypothesis:

H3. Marketing IP has a direct and positive effect on organizational performance.

Zahra and George (2002) also presented ACAP as a DC that influences the creation of a
firm’s other capabilities. Thus, we argue that a firm increases its innovation capabilities
when influenced by ACAP, resulting in better OP. Yet, according to Barney (1991), ACAP
can improve the firm’s competitive advantage and influence its performance indirectly
through innovation.

Thus, as Stock et al. (2001) affirmed, the expectation is that higher levels of ACAP will be
positively related to more effective product development outcomes. Therefore, we can posit
that new knowledge inputs create new products. We also argue that ACAP is one of the
sources of a firm’s new organizational knowledge.

Kostopoulos et al. (2011) argued that even when external knowledge is “ready to use” (e.g.
in the acquisition of a prototype), it has to go through a processing phase. This phase
requires the firm to have an ACAP that allows it to process the newly available knowledge
and to exploit this knowledge in a more innovative way. Nevertheless, we argued that firms
can add complexity to this process when their MIC and NPDC work in tandem with ACAP.
Thus, in this research, we considered marketing capabilities as mediators of ACAP and OP.

Nevertheless, as Zahra and George (2002) have suggested, firms with a well-developed
ACAP are more likely to achieve a competitive advantage through innovation and product
development than those with less developed capabilities. Following this logic, we proposed
the following hypotheses:

H4a. MIC mediates the relationship between ACAP and organizational performance.
H4b. NPDC mediates the relationship between ACAP and organizational performance.

Kostopoulos ef al (2011), Tsai (2001), and Wuryaningrat (2013) have all empirically investigated
the connection between ACAP and innovation capability. For instance, Kostopoulos et al. (2011)
demonstrated that ACAP contributes directly to innovation and indirectly (i.e. via innovation) to
subsequent financial performance. Moreover, Tsai’s (2001) results revealed that when ACAP
interacts with a network position, it produces significant and positive effects on business unit
innovation and performance. Nonetheless, a study by Wuryaningrat (2013) has provided
empirical evidence that new knowledge can be transformed into innovation capabilities if it is
supported by higher ACAP. Furthermore, as Cassiman and Veugelers (2002) concluded,
external expertise can increase IP, and Akgiin ef al (2009) found that product innovations and
process innovations have a strong and significant influence on OP.

The role of ACAP is to support firms achieving their commercial ends through external
knowledge application, usually in form of innovation outcomes (Cohen and Levinthal, 1989,
1990). Considering ACAP as a tool for processing external knowledge, Kostopoulos ef al.
(2011) and Moilanen et al. (2014) affirmed that ACAP contributes to a firm’s IP. In a recent
study, Corral de Zubielqui et al (2016) discovered that ACAP has a direct and positive
influence on innovation outcomes and an indirect influence, through innovation, on OP.
Most empirical studies have found a positive link between IP and OP (Jiménez-Jiménez and
Sanz-Valle, 2011; Corral de Zubielqui et al., 2016).

Based on the argument that marketing capabilities are directly related with ACAP, we
proposed that MIC and NPDC precede IP, which then impacts OP. Thus, we proposed a
double mediation in the relationship between ACAP and OP in the following hypotheses:

Hb5a. MIC and IP mediate the relationship between ACAP and organizational performance.
H5b. NPDC and IP mediate the relationship between ACAP and organizational performance.
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Figure 1.
Theoretical model
with results

4. Methodology

4.1 Sampling and data collection

For this quantitative study, we used a structured survey. The sampling frame was chosen
from a database of 1.916 manufacturing firms in Brazil. The sample selected was motivated
by the aim of examining innovation within firms, including product innovation. Thus, these
companies were likely to place emphasis on both ACAP and marketing capabilities.

To guarantee measurement scale validity and reliability, we followed the procedures
described in the literature (Creswell, 2010). There were 544 responses to the survey.
The database was cleaned leaving 333 valid responses. A test for outliers found no
influential outliers and no case of skewness or kurtosis.

4.2 Research variables and measurement assessment

ACAP was measured using a scale from Flatten et al (2011), with four dimensions, as
suggested by Zahra and George (2002): acquisition, assimilation, transformation,
and exploitation. MIC was measured using a scale from Merrilees et al. (2011) based on
the development of new ideas, cost management, and efficiency finding solutions faster
than competitors.

Innovation capability was measured with Jiménez-Castillo and Sanchez-Pérez’s (2013)
scale. NPDC was measured using a scale from Murray et al. (2011), which measures the
firms’ ability to manage, develop, and launch new products successfully. Finally, OP was
evaluated through two dimensions: marketing performance and financial performance
(Merrilees et al, 2011), composed of questions about profitability, ROI, sales revenues,
market shares, and new customer acquisition (Figure 1).

All variables were measured using seven-point Likert-type scales. Table I shows the
constructs, loadings, and #-values of the scales. The internal consistency, convergence, and
discriminant validity of our measurement models were assessed. Table II shows the results
for average variance extracted (AVE), composite reliability (CR) of the constructs, and
Cronbach’s a. The results shown in Table I are above the recommended threshold values of
0.70 for CR and 0.50 for AVE (Bagozzi and Y1, 2012). Additionally, discriminant validity was
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H4a

H5a
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H3
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Performance
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Absorptive
Capacity

H5b
$=0.13, p<0.001

H4b
B=0.11, p<0.05

H2b
B=0.18, p<0.05

Product
Development
Capability
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% _tValue marketing
Absorptive capacity capabilities,
The search for relevant information concerning our industry is everyday business in our company 0.87 1828 ACAP dIP
Our management motivates the employees to use information sources within our industry ~ 0.81 16.96 , an
Our management expects that the employees deal with information beyond our industry 085 1828
In our company, ideas and concepts are communicated cross-department 0.78 1382
Our management emphasizes cross-departmental support to solve problems 0.78 13.88 417

In our company there is a quick information flow, e.g., if a business unit obtains important
information it communicates this information promptly to all other business units or departments 0.83 14.72
Our management demands periodical cross-departmental meetings to interchange new

developments, problems, and achievements 0.74 14.72
Our employees have the ability to structure and to use collected knowledge 084 17.90
Our employees are used to absorbing new knowledge as well as to preparing it for further

purposes and making it available 084 1781
Our employees successfully link existing knowledge with new insights 081 16.92
Our employees are able to apply new knowledge in their practical work 082 1781
Our management supports the development of prototypes 080 17.60
Our company regularly reconsiders technologies and adapts them in accordance to new knowledge 0.86 19.40
Our company has the ability to work more effectively by adopting new technologies 088 17.60
Marketing innovative capability

Better at developing new ideas to help customers 0.70 14.09
More able to fast track new offerings to customers 0.79 1326
Better able to manage processes to keep costs down 083 1385
More able to package a total solution to solve customer problems 085 14.09
New product development capability

We manage new products well 0.74 1378
We develop new products to exploit R&D investment 0.78 14.61
We speedily develop and launch new products 0.72 1336
We manage overall new product development systems market well 068 1240
We successfully launch new products 0.78 1249

Innovation performance

The overall performance of our new product development program 082 17.63
From an overall profitability standpoint, our new product development program has been  0.81 16.79
successful

Compared with our major competitors, our overall new product development program is far

more successful 084 17.63

Our company makes considerable profit from its new products 080 16.46

Organizational performance (compared to competitors)

Is more profitable 0.74 1345

Has a better return on investment 076 1513

Is better able to reach financial goals 071 14.24

Stronger growth in sales revenue 0.79 13.03

Better able to acquire new customers 0.73  14.02

Has a greater market share 081 13.03

Able to increase sales to existing customers 0.77 14.56

Notes: Measurement model fit (CMIN/DF: 1.93; NFL 0.85; CFL: 0.92; RMSEA: 0.05; SRMR: 0.05; Table 1.
HOELTER 0.05: 188; HOELTER 0.01: 195) Scale measurement

assessed by comparing the square root of AVE greater than correlations, as Fornell and
Larcker (1981) recommended.

Then, we analyzed common method bias by applying the principles suggested by
Podsakoff et al (2012): common latent factor and marker variable. The common method bias
was identified in our model by a significant j° difference test between a zero-constrained



MIP

and an unconstrained model. Then, we controlled for the competitive intensity (marker

36,4 variable) in our structural analysis (Brashear-Alejandro et al, 2016). Next, we used a
structural equation model to test the proposed hypotheses (Table III).
5. Results and discussion
Despite what the ACAP model of Zahra and George (2002) suggests, a direct relationship
418 between ACAP and OP, in our sample, HI was not supported. Our result corroborates with
the findings of those researchers who noted only indirect relationships between ACAP and
performance (Bharati ef al., 2014; Ali et al., 2016; Corral de Zubielqui et al, 2016; Kostopoulos
et al. 2011). This finding also underscores that a mediated relationship between ACAP and
OP should exist, as we proposed in the other hypothesis. The simple acquisition and
assimilation of external knowledge, without effective transformation and commercialization
through specific innovation outputs, cannot lead to concrete financial results for
organizations over time (Kostopoulos et al, 2011).
Our result for H2a (MIC-OP) was not statistically significant. According to Teece et al.
(1997), firms must own their capability to develop innovations in order to seek to compete
successfully in the market. However, the authors did not propose a direct relationship.
Likewise, some studies have failed to find a direct relationship between marketing
capabilities and OP (Maria et al, 2010; Cruz-Ros et al., 2010). Based on that, we can infer that
MIC might be related to OP, but not in a direct relationship.
On the other hand, our results did support 20 (NPDC-OP), in accordance with some
authors who argue that marketing capabilities are positively related with performance
(Theodosiou et al.,, 2012; Vorhies and Morgan, 2005).
Cronbach’s
a CR AVE 1 2 3 4 5 6
1. Absorptive capavity 0.90 081 051 072
2. Organizational performance 0.90 091 058 055¥* 0.76
3. Innovative performance 0.89 089 0.67 0.58%* (64*%** (082
Table IL 4. New prpduct development . .
Cronbach’s a. CR capablh.ty N 0.86 0.85 0.58 0.60%F* (55%** (58%* ()76
AVE. and T 5. Innovative capability 0.87 087 064 0.68%FF 42%* ()43%%F (049%* 080
discriminant validity 6 Marker 0.83 050 0330 (.34%0% 02098 0.24%5% (3750 (7]
measurements Notes: *p < 0.05; ¥***p < 0.001
Theoretical model Marker variable
Coefficients Coefficients
Hypotheses standardized p-Value R? standardized p-Value R?
H1: ACAP — OP 0.20 0.06 047 0.17 0.08 0.50
H2a: MIC - OP 0.02 0.85 -0.03 0.70
H2b: NPDC — OP 0.19 0.02 0.18 0.02
H3: 1P - OP 0.42 HowE 042 HowE
H4a: ACAP — MIC — OP 0.01 0.82 —0.02 0.70
H4b: ACAP — NPDC — OP 0.12 0.03 0.11 0.04
Hb5a: ACAP — MIC — IP — OP 0.06 0.00 0.05 0.00
Hb5b: ACAP — NPDC — IP — OP 0.13 wk 0.13 wk
Table III. Notes: Bootstrap resampling procedure in AMOS (333 cases, 2,000 runs). R values correspond to OP.

Hypotheses test and
path estimations

Structural model fit (CMIN/DF: 2.02; NFI: 0.87; CFIL: 0.93; RMSEA: 0.06; SRMR: 0.06; HOELTER 0.05: 183;
HOELTER 0.01: 191). *** < 0.001




H3 (IP-OP) was supported as well. The literature, including empirical tests proving that the
most innovative companies have better results (Lawson and Samson, 2001), suggests that
there is a positive relationship between innovation and OP.

Nevertheless, the hypothesized mediatory role of MIC on the relationship between ACAP
and OP (H4a) was not supported. Related to organizational innovation capabilities,
Kostopoulos et al (2011) stated that the success of an innovation is not guaranteed.
Following this same idea, Baker and Sinkula (2005) noted that it is difficult to predict
whether customers will adopt new products and services. Therefore, according to the
authors, an expected return is always uncertain. We can infer that these arguments may
also provide an explanation for rejection of H2a. According to Kostopoulos et al (2011),
several studies have found conflicting empirical findings on the relationship between
innovation and performance (Morgan and Berthon, 2008).

Our findings on H4b agree with Fosfuri and Tribo (2008) that a firm’s ACAP is not a
goal in itself. We found — in accordance with Newey and Shulman (2004) and Stock et al.
(2001) — that ACAP positively influences NPDC. Fosfuri and Trib6 (2008) found in their
research on Spanish organizations that firms with higher levels of potential ACAP could
achieve better OP through new or improved products. Therefore, H4b is confirmed
(p=0.11, p < 0.05).

We confirmed H5a (ACAP-MIC-IP-OP) (8 =0.05, p < 0.05). The claim that the double
mediation of MIC passes through IP to have an effect on the relationship between ACAP and
OP was supported by our data. Some studies have considered that market knowledge
(ACAP) is a main driver of IP (Li and Calantone 1998). Other studies have found that a firm’s
ACAP significantly influences the firm’s ability to innovate (MIC) (Cohen and Levinthal,
1990; Knudsen and Roman, 2004). According to our study, however, MICs are not
related directly to OP. In our findings, IP needs to mediate this relationship in order for OP
to improve.

Finally, H5b0 (ACAP-NPC-IP-OP) was supported (6=0.13, p <0.001). According to
Kostopoulos ef al’s (2011) findings, ACAP assists firms in modifying existing organizational
practices and developing new cognitive schemas. Such changes allow firms to pursue new
product developments and extend new product lines (Kazanjian ef al, 2002). These activities
help firms to promote financial performance and achieve competitive advantage (Lane ef al.,
2006; Zahra and George, 2002).

According to Zhao et al. (2010), most of the mediation found in this study (H4b-H5b) can
be classified as indirect-only mediation. This classification is due to the effects of ACAP
(independent variable) on the mediators (NPDC, MIC-IP, and NPDC-IP) and OP (dependent
variable) that were significant. However, the direct relationship of ACAP-OP is not
significant, thus characterizing indirect mediation. The only mediation that is classified as
no-effect nonmediation is H4a (ACAP-MIC-OP) because there is no direct or indirect effect.

6. Conclusions and research implications
The purpose of this study was to analyze the mediating influence of marketing capabilities
(MIC and NPDC) and IP on the relationship between ACAP and OP. Our study contributes
to exploring the effects of absorbed external knowledge on performance when this
knowledge is mediated by different marketing capabilities (Corral de Zulbiequi ef al., 2016).
While ACAP has no direct or significant relation with OP. ACAP does have a positive,
indirect effect on OP through NPDC. At the same time, there is a double mediated
relationship when IC and IP are included in our model. IP plays a mediating role with NPDC
in the relationship between ACAP and OP, as well.

We also contributed to the existing literature by elucidating the relationship between ACAP
and innovation results, diminishing the research gap stressed by Kostopoulos ef al (2011).
According to Henard and Szymanski (2001), linking its capabilities to product innovations is
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central to a firm’s continuing existence. ACAP aids firms in reaching innovation, developing
new products, and, finally, improving their financial performance.

This research adds to an emerging body of literature on the outcomes of ACAP
(Fosfuri and Trib6, 2008). In it, we tested some mediators of ACAP and OP outcomes and
found that an organization that invests in ACAP also invest in marketing capabilities and IP
controls in order to reach peak OP, resulting in performance differences among firms
(Todorova and Durisin, 2007). Finally, following the same line as Kostopoulos et al’s (2011)
theoretical research, we studied ACAP as a DC (Zahra and George, 2002).

7. Managerial implications, limitations, and research directions

Given our results, we can say that external knowledge is important to differentiate firms
from competitors. These findings can help managers to improve their understanding of the
importance of external knowledge resources and marketing capabilities. As the relationship
between absorbed knowledge and OP is fully mediated by marketing capabilities, managers
should invest in both in order to achieve improved marketing capabilities. For example,
when firms increase their process complexity through allying different capabilities,
competitors will face more difficulties to copying these new products or innovations.

Another managerial implication is related to benefits of findings to well-established
firms and new ventures. Both types can benefit from marketing capabilities studied,
NPDC and MIC. To new ventures, it is more valuable to develop marketing capabilities
than depend on someone else to market their offerings, for instance. Xiong and Bharadwaj
(2011) postulated that some marketing alliance partners are well-known firms, and they
will try to beneficiate themselves from new ventures’ new ideas and innovative products.
In that sense, one way young firms can avoid this situation is by developing their
marketing capabilities through ACAP.

On the other hand, well-established firms can benefit from NPDC and MIC, once they face
other well-established companies that seek to develop themselves to add more value to
products and customers, and work hard to create competitive advantage. Thus, the speed of
information nowadays asks for companies to increase their capabilities to create
heterogeneity among competitors, and differentiate themselves. External knowledge that
ACAP brings to organizations can be improved by marketing capabilities, for example.

Some limitations of this research include a common method bias, with the sample
gathered in just one country and in just one sector (manufacturing). Moreover, our data were
collected only in one moment of time (transversal data). For future research, we suggest
ACAP could be tested in a disaggregate manner. We also propose sector comparative
studies as well as country comparative studies. Control variables such as firms’ ages or
team characteristics should also be investigated to provide more insights into the
relationships among ACAP, marketing capabilities, and firm performance. Finally, we
suggest a longitudinal study to verify the relationships among firms’ capabilities and
determine whether they are maintained over the long term. Longitudinal studies in this area
would also reinforce the validity of empirical evidence that elucidates the role ACAP plays
on marketing capabilities and OP.
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