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Abstract

A company’s environmental sensitivity primarily depends on its sustainability. Hence, investigating the factors that affect
sustainable business performance contributes to the literature on the environment. Based on a resource-based view, dynamic
capabilities, and contingency theory, this study examines the sequential relationships between the absorptive capacity, strate-
gic agility, sustainable competitive advantage, and sustainable business performance of small- and medium-sized enterprises
(SME?s), as well as the mediating role of sustainable competitive advantage in the relationship between strategic agility and
sustainable business performance. The data for the study was collected from 421 SMEs operating as family businesses and
analyzed using SEM. Research findings show that the sub-dimensions of absorptive capacity, acquisition, and exploitation
affect strategic agility; strategic agility affects sustainable competitive advantage, and sustainable competitive advantage
affects sustainable business performance. In addition to these sequential relationships, sustainable competitive advantage
was found to play a full mediating role in the relationship between strategic agility and sustainable business performance.
The findings of the study highlight the process to achieve sustainable performance for SMEs, which are the backbone of
developing economies in today’s highly turbulent economic conditions.

Keywords Absorption capacity - Strategic agility - Sustainable competitive - Sustainable firm performance - Sustainable
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Introduction

As stated in the framework of the Sustainable Development
Goals, which includes the goals to be achieved by the United
Nations member states by the end of 2030, it is essential
to achieve sustainable growth in every country. In today’s
The earlier version of this study was presented at ECONEFE globalized world, countries’ economies affect each other like
Conference on 7-10 September 2022, Belgrade, Serbia. dominoes lined up one after the other. For this reason, both
the economic development and the regression countries’
experience affect each other. Unsustainable growth will do
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all kinds of resources will be used inefficiently. In terms of
developing economies, it is clear that sustainable growth
cannot be possible without sustainable performance.

In particular, studies focusing on the sustainable perfor-
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guide how the Sustainable Development Goals put forward
by the United Nations can be put into practice accurately
and effectively.

In this context, this study focuses on the antecedents of
the sustainable performance of SMEs in Turkey, which also
constitutes an essential dimension of sustainable develop-
ment. Today, sustainable performance is a must for any level
of business (Tufan et al. 2023). Sustainable performance is
defined as the harmonization of social, financial, and envi-
ronmental objectives in the realization of the core activities
of the business to maximize value (Haseeb et al. 2019). Sus-
tainable performance is vital to SMEs’ sustainability (Kot
2018). The resources and capabilities of companies, their
information infrastructure, and how they use information
have become essential in determining their position in the
market, providing sustainable competitive advantage and
sustainable performance (Gonzélez-Loureiro et al. 2015;
Haseeb et al. 2019).

Considering the severity of competition and the speed
of environmental changes today, strategic agility is of great
importance in achieving long-term success by responding
to these changes instantly through the dynamic capabili-
ties of businesses (Ugurlu et al. 2019). For this reason, it is
accepted that SMEs can adapt to changing conditions due to
globalization more quickly than large enterprises, thanks to
their flexible structures and closer proximity to the consum-
ers (Yilmaz and Alpkan 2004). However, it is observed that
SMEs operate in business environments where economic,
political, and geopolitical conditions can change frequently
and where uncertainty is high, especially in Turkey, and
cannot respond to their operational problems promptly due
to improper management of their information resources.
Moreover, it is stated that many SMEs cannot survive in the
long term due to their difficulties in adapting to dynamic
environmental conditions (Miiller et al. 2021; Salisu and
Abu Bakar 2019). Knowledge-intensive entrepreneurship in
research on SMEs that focus on how confidently a firm is
prepared to use new knowledge to cope with environmental
changes presents several shortcomings. Therefore, in our
literature review, we could not find any studies examining
the relationship between the absorptive capacity of SMEs
operating in the field of production, strategic agility, sus-
tainable competitive advantage, and overall performance.
For businesses to survive in the long run, it is essential to
identify the antecedents that lead to sustainable competi-
tive advantage and performance. For this reason, based on
resource-based view, dynamic capabilities, and contingency
theory, this study aims to examine the sequential relation-
ships between SMEs’ absorptive capacity, strategic agility,
sustainable competitive advantage, and sustainable business
performance. It also examines the mediating role of sus-
tainable competitive advantage in the relationship between
strategic agility and sustainable business performance.
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The current study was also conducted in response to
the calls of some researchers as future research propos-
als (AlTaweel and Al-Hawary 2021; Clauss et al. 2020;
Imamoglu et al. 2022; Kale et al. 2019). For example,
Khan et al. (2020) mentioned that the effect of absorp-
tive capacity on strategic agility is not given much impor-
tance and stated that more studies should be conducted
in this area. Brahma et al. (2021) noted that the relation-
ship between strategic agility and sustainable competitive
advantage in different industries and different types of
organizations, especially small organizations, should be
addressed. According to Yildiz and Aykanat (2021), there
is a need for more empirical studies examining the rela-
tionship between strategic agility and sustainable business
performance. Kale et al. (2019) noted that new research
is needed to clarify the concepts related to agility, distin-
guish strategic agility from other agility types, make insti-
tutions understand its importance, and fill the gaps in the
literature. Focusing on investment in intangible resources
and capabilities and their positive effects on sustainable
competitive advantage and firm performance, Khan et al.
(2018) highlighted the need for empirical studies that will
examine the intermediary role of sustainable competitive
advantage between different variables.

A company’s environmental sensitivity primarily depends
on its sustainability. Generally, in developing countries such
as Turkey, environmental sensitivity is observed in compa-
nies that do not have any pressing issues regarding exist-
ence, in other words, no problems in terms of sustainability.
Hence, as done in the current study, investigating the fac-
tors that are effective in achieving a sustainable business
performance contributes to the environmental literature.
Furthermore, this research contributes to the literature in
several ways. Firstly, it defines absorptive capacity, strategic
agility, and sustainable competitive advantage as the main
determinants of the sustainable performance levels of firms,
especially in the context of SMEs in emerging economies.
Secondly, it adds to the existing literature by investigating
the mediating role of sustainable competitive advantage in
the relationship between strategic agility and sustainable
business performance. In addition, we demonstrate that stra-
tegic agility is an essential factor that transforms the posi-
tive effect of absorptive capacity on sustainable competi-
tive advantage. We contributed to the literature by finding
that agility is vital for companies in using the information
they have acquired. Moreover, the current study provides a
comprehensive framework for companies to increase their
absorptive capacity and SMEs’ sustainable competitive
advantage and sustainable performance. Further, the findings
obtained from examining the variables we used in the study
can guide SME managers operating in the production field
and lead future research to results that create value. Finally,
this study is expected to provide practical guidance on how
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SME:s in developing countries such as Turkey can cope with
competitive challenges and improve their competitiveness
to survive in the markets in which they operate with limited
resources. The results of the current study are also expected
to guide the organizational structure and strategic manage-
ment practices that business managers create.

We think that the study will contribute to development in
terms of drawing attention to cultural factors in the emer-
gence of sustainable performance, which is thought to be
directly effective in implementing the Sustainable Devel-
opment Goals set forth by the United Nations, and how to
effectively implement it. Within the scope of this study, we
present theoretical background, moving on to our research
hypotheses, and explain the research model (Fig. 1). Then,
we provide information about the scales and the sample,
and present the analyses and findings applied to test the
research hypotheses. Finally, we evaluate the research find-
ings, state research limitations, and make suggestions for
future research and the business world.

Literature review
Theoretical framework

The studies carried out by Penrose (1959) in the field of
strategy had a significant impact on the shaping of resource-
based view (RBW) theory. RBW is called the inside-out per-
spective because it takes business resources as a starting
point (Nkuda 2017). RBW focuses on creating a potential
competitive advantage from a firm’s internal resources, such
as assets, talents, and strengths (Hitt et al. 2013). Accord-
ing to RBW (Barney, 1986, 1991; Grant 1991), competitive

Fig.1 The conceptual model of
the research

advantage can be achieved by creating new resources and
capabilities and constantly improving existing ones to
respond to ever-changing market conditions. Therefore,
if businesses can strategically deploy their resources and
capabilities, they can turn the competitive struggle towards
their interests in the best possible way and create sustainable
competitive advantages (Nkuda 2017). Managers who can
provide this will also enable the implementation of their
businesses’ growth plans; this will bring along a high rate
of growth and an increase in performance (Penrose 1959).
Along the same line, dynamic capabilities refer to the
firm’s ability to create, integrate, and reconfigure its internal
and external capabilities to respond quickly to environmental
changes (Teece et al. 1997). Here, the concept of dynamism
indicates the ability of a firm to adapt to changes in the envi-
ronment by improving its operating capability. Capabilities
mean the ability to meet changing environmental needs
through integrating, relevance, and restructuring technology
and resources. This perspective states that dynamic capabil-
ity in any process is an essential resource in determining a
firm’s competitive advantage. Dynamic talent consists of
three elements: perceiving the environment, seizing opportu-
nities, and transformation (Farago et al. 2019). Perception of
the environment refers to identifying, analyzing, and evaluat-
ing opportunities and threats. This includes the ability to cre-
ate a favorable environment for the firm. Opportunity seizing
is the ability to mobilize and capture value in response to
the opportunities presented by environmental changes. This
phase includes the selection of technology and product fea-
tures and the design of business models. Finally, transfor-
mation refers to a firm’s ability to reorganize and transform
its developed resources and competitiveness (Min and Kim
2021). In addition to these, contingency theory proposes
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that firm performance is determined by the organization’s
alignment with the environment (external fit) and the har-
mony of organizational elements with each other (internal
fit) (Wilden et al. 2013). In addition, assuming that a firm
tries to adapt to a certain environment and situation, this
adaptation creates a competitive advantage (Eckstein et al.
2015). To maintain this harmony, managers must carefully
analyze the internal and external environments and respond
appropriately to the measures they will take. In light of
all this, we contend that the use and development of the
unique resources and capabilities of SMEs in harmony with
dynamic environmental conditions will provide them with
a sustainable competitive advantage and overall sustainable
performance. Based on these explanations, propositions
regarding each factor affecting the sustainable performance
of SMEs are given in the following sections.

Absorptive capacity and strategic agility

Roth (1996) defines strategic agility as the ability to bring
the right product to the market at the right time, in the right
place, and at the right price. Hemmati et al. (2016) define
it as one of the essential dynamic capabilities required for
a company to gain a competitive advantage in their work in
line with RBW, and listed the factors that create strategic
agility as clarity of vision, grasping the right talent, choos-
ing strategic goals, sharing responsibility, and taking action.
Strategic agility also means enabling the development of
outputs that will benefit the company from the information
obtained from the environment in today’s information age
(Delmas et al. 2011). Providing strategic agility requires
continuous monitoring of internal and external environ-
ments and quickly responding to changes in the market by
rapidly acquiring, assimilating, and exploiting informa-
tion (Kumkale 2016). In this respect, strategic agility can
improve the quality of a firm’s competitive activities and
its responses to environmental changes, thereby increasing
the overall performance of firms (Kale et al. 2019). Some
researchers also refer to absorptive capacity as a dynamic
ability (Garcia-Morales et al. 2008; Zahra and George 2002),
which is a concept related to how the information in the
environment is used. Different companies exposed to the
same information obtain different outputs from that infor-
mation (Delmas et al. 2011). Cohen and Levinthal (1990)
define absorptive capacity as the firm’s ability to recognize,
internalize, and use external information. Absorptive capac-
ity can help firms design or modify activities, processes, and
products to reduce or prevent adverse environmental impacts
(Carneiro 2000; Patelet al. 2014). Based on this, it can be
said that absorptive capacity is both a unique resource for
companies and a capability that affects environmental com-
pliance (Delmas et al. 2011).
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Cohen and Levinthal (1989) conceptualize absorptive
capacity as a three-dimensional model, namely, the pro-
cesses of recognizing, assimilating, and exploiting informa-
tion. On the other hand, Kim (1998) argues that absorption
capacity should include the processes of knowledge acquisi-
tion, assimilation, transformation, and exploitation. Zahra
and George (2002) explain absorptive capacity as organi-
zational routines and processes by which firms acquire,
assimilate, transform, and exploit knowledge to produce a
dynamic organizational capability. According to Zahra and
George (2002), absorptive capacity consists of two subsets
and four dimensions. The subsets are potential absorptive
capacity and actual absorptive capacity. Potential absorptive
capacity encompasses the obtaining and interpretation of
exogenous knowledge. Actual absorptive capacity focuses
on transforming and implementing knowledge (Aliasghar
et al. 2019; Ganguly et al. 2022). In this study, in accordance
with Zahra and George, absorptive capacity is discussed in
four dimensions (acquisition, assimilation, transformation,
and exploitation). Indeed, many researchers in the literature
seem to use this distinction (e.g., Ali and Park 2016; Delmas
et al. 2011; Xie et al. 2018).

Acquisition refers to a firm’s ability to identify and
obtain external information about itself from the informa-
tion around it (Zahra and George 2002). Hill and Rothaermel
(2003) state that acquiring and using new knowledge will
result in higher organizational capability and a higher capac-
ity to create innovation because newly acquired knowledge
will expand the breadth and depth of the firm’s knowledge
base. Assimilation refers to a firm’s ability to develop pro-
cesses and routines helpful in analyzing, interpreting, and
understanding externally acquired information (Aliasghar
et al. 2019). On the way to success for a company, system-
atically acquiring, organizing, and assimilating internal
and external information through information management
systems means bringing agility to companies (Ashrafi et al.
2006). Kale et al. (2019) noted that assimilated knowledge
is used for current and future incentives for improvement.
Therefore, it is said that assimilating knowledge positively
affects firm performance.

Transformation is defined as the capacity to integrate
acquired and internalized knowledge with existing knowl-
edge and current firm activities (Zahra and George 2002).
Shin et al. (2015) state that transformation is a survival tech-
nique to remain competitive in the business environment.
The authors mention that transformation is a way that can be
used to achieve strategic agility, which has a positive impact
on the firm’s performance.

Exploitation, on the other hand, is the capacity to develop
valuable outputs such as new knowledge, products, pro-
cesses, and competencies for the company thanks to the
knowledge integrated within the existing structure (Camisén
and Forés 2010). Exploitation helps new products, systems,
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and processes gain continuity and flexibility (Spender 1996).
Tallon and Pinsonneault (2011) state that companies using
available information could also better use their internal
business processes, which can respond appropriately to mar-
ket fluctuations and dynamism. Van Oosterhout et al. (2006)
suggest that absorptive capacity is strategic. He mentions
that it is essential in terms of agility to benefit from this pro-
cess in coping with unpredictable and uncertain market or
demand changes. Studies in the literature show that absorp-
tive capacity affects the sustainable competitive advantage
of the firm (Chen, et al. 2009; Cohen and Levinthal 1990;
Delmas et al. 2011; Hermundsdottir and Aspelund 2020;
Pangarso et al. 2020; Zahra and George 2002) as well as
its performance (Chaudhary and Batra 2018; Latukha and
Veselova 2018; Wales et al. 2012).

In previous studies, it was also stated that absorptive
capacity is a skill that affects the firm’s strategic agility (Kale
et al. 2019; Mao et al. 2014; Sambamurthy et al. 2003; Mata
et al. 2023). In addition, some studies in the literature point
to the indirect relationship between absorptive capacity and
strategic agility. Nurcholis (2021) has proven that exploit-
ing knowledge significantly affects strategic agility; moreo-
ver, exploiting knowledge and strategic agility mediate the
relationship between new market exploration, development
of marketing programs, product diversity, and a sustain-
able competitive advantage. Nazir and Pinsonneault (2012)
believe that IT and agility increase business performance by
using the defining elements of agility, such as sensing and
responsiveness. Mao et al. (2014) found that information
technology and capabilities positively affect organizational
agility. Tallon et al. (2018) support the necessity of strategic
agility in the IT industry. Kale et al. (2019) found that the
dimensions of acquiring and exploiting information have a
positive direct effect on strategic agility and also positively
affect strategic agility and business performance. Moreo-
ver, they also found that knowledge acquisition and usage
dimensions indirectly affect business performance through
strategic agility.

H,: Acquisition positively affects strategic agility.
H,: Assimilation positively affects strategic agility.
Hj;: Transformation positively affects strategic agility.
H,: Exploitation positively affects strategic agility.

Strategic agility and sustainable competitive
advantage

According to Porter (1985), a sustainable competitive
advantage consists in firms performing above average in
the long run. Sustainable competitive advantage is defined
as “a value-creating strategy implementation that cannot be
applied and copied by a company’s current or potential com-
petitors at the same time” (Barney 1991). In today’s world

of intense competition and rapid changes, strategic agility
is a factor that plays a vital role in surviving in the mar-
ket for SMEs operating in unstable environments (Nejatian
et al. 2019). Kumkale (2016), in his study that deals with
the impact of market conditions such as technology, sustain-
ability, and competition, states that strategic agility is a tool
that provides a competitive advantage for organizations. It
is stated that strategic agility, which is the ability to develop
new resources, is a critical factor in providing a sustain-
able competitive advantage, since organizations do not have
enough resources to achieve superior returns in the long run
in a highly competitive environment (Teece et al. 1997).

Al-Romeedy (2019) found in his empirical study that
strategic agility significantly affects competitive advantage.
Adamik et al. (2018) highlight the importance of strategic
agility in gaining a competitive advantage. Battour et al.
(2021) revealed that strategic agility has a mediating effect
on the relationship between HRM strategies and strategic
agility. Sherehiy and Karwowski (2014) stated the role of
information exchange and strategic agility in gaining com-
petitive advantage. Clauss et al. 2020) found that strategic
agility affected the competitive advantage of 150 medium-
sized German firms in the engineering industry. Clauss et al.
(2020) stated that strategic agility would effectively provide
a competitive advantage through reliability, quality, delivery,
price, and product innovation.

Hs: Strategic agility positively affects sustainable com-
petitive advantage.

Strategic agility and sustainable firm performance

All companies aim to achieve higher performance as a result
of their activities. Performance is an essential element that
develops through the interaction between the resources and
capabilities of the companies and contributes to achieving
goals and objectives. Based on this explanation, we pre-
sent the concept of performance as a dependent variable
(Matchaba-Hove and Goliath 2007). Sustainability per-
formance often adopts a long-term focus, as it refers to a
holistic approach to economic, social, and environmental
progress. Thus, it is possible to adapt the companies’ social,
economic, and environmental goals to their business strate-
gies and improve the balance between these three (Székely
and Knirsch 2005). SMEs operating in dynamic environ-
ments must first create a sustainable competitive advantage
to perform and face the changes in these environments. In
this context, strategic agility affects organizational capability
in terms of taking timely action, continuous adaptation, and
self-adjustment in ensuring the sustainable performance of
companies (Ofoegbu and Akabil 2012). A firm’s sustain-
able performance depends on its strategic agility towards its
partners, competitors, suppliers, customers, and government
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policies (Yildiz & Aykanat 2021). Studies in the literature
have proven that agile companies respond faster to environ-
mental opportunities (Kumkale 2016; Roberts and Grover
2012). With this aspect, strategic agility enables companies
to increase their market share, improve their financial per-
formance, and increase productivity by restructuring their
resources in line with environmental conditions. Many
researchers examining the relationships between strategic
agility and performance in different sectors have found that
companies’ strategic agility practices significantly increase
their competitive advantages and overall performance. For
example, Yang and Liu (2012) state that strategic agility
significantly impacts business performance and is a critical
resource for businesses wishing to gain a competitive advan-
tage. Vickery et al. (2010) state in their study on productive
firms that the concept of strategic flexibility has a positive
effect on firm performance. Cegarra-Navarro et al. (2016)
revealed that there is a positive relationship between cor-
porate agility and corporate performance. In research con-
ducted by Kumkale (2016), who evaluates strategic agility as
a means of providing a competitive advantage, he states that
businesses could gain a competitive advantage and increase
their performance when they become strategically agile. Lyn
Chan and Muthuveloo (2019) revealed a fundamental link
between the strategic agility of banks in Nigeria and their
organizational performance. Francis et al. (2021) found that
the strategic agility of micro-businesses plays an essential
role in their sustainable performance in Nigeria.

Hg: Strategic agility positively affects firm performance.

Sustainable competitive advantage and sustainable
firm performance

According to RBW theory, a firm can achieve sustainable
competitive advantage and sustainable performance in
a turbulent market if it has unique resources, skills, and
capabilities. If companies operating in such environments
cannot promptly respond to environmental changes, they
lose their competitive position in the market (Andersén
2011; Dogan et al. 2022). Porter (1980) states that a firm
can achieve a sustainable competitive advantage by offer-
ing better, differentiated features; low costs; and difficult
to imitate and unique services and products compared to
its competitors. Teece et al. (1997) found that creating a
sustainable competitive advantage is linked to a dynamic
process where firms develop and achieve dynamic busi-
ness conditions. For this reason, they state that the sus-
tainable business performance of companies that provide
a sustainable competitive advantage with the help of their
internal resources, including social and technological fac-
tors, tends to increase (Dogan et al. 2021). Newbert (2008)
found a positive relationship between a firm’s competitive
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advantage and its ability to provide superior organizational
performance. In their research Chan et al. (2004) found
that sustainable competitive advantage is tangibly and
distinctly related to sustainable business performance as
companies focus on increasing their competitive strategies
in our current era. In their study of SMEs in Malaysia,
Haseeb et al. (2019) revealed that social and technological
challenges play essential roles in increasing sustainable
competitive advantage and sustainable business perfor-
mance. In the study, they also stated that there is a positive
relationship between sustainable competitive advantage
and sustainable performance.

H,: Sustainable competitive advantage positively affects
sustainable business performance.

Mediating effect of sustainable competitive
advantage

Strategic agility, which enables SMEs to quickly and deci-
sively manage and reassemble their complex resource and
relationship networks, is also the key to sustainable competi-
tive advantage in the long run. The ability to demonstrate
strategic agility through certain processes and practices
within the company may also be a key to achieving sustain-
able performance (Purwani and Nurcholis 2015). Businesses
with a sustainable competitive advantage can also seize
opportunities to achieve higher performance than their com-
petitors (Balsalobre-Lorente et al. 2019). This gives them the
ability to maximize shareholder value. Chan et al. (2004)
revealed in their research that sustainable competitive advan-
tage is concretely related to the sustainable performance of
the firm. Thus, it can be said that a sustainable competitive
advantage will provide sustainable business performance
(Heenkenda et al. 2022). Some studies in the literature exam-
ine the mediating role of sustainable competitive advan-
tage. Khan et al. (2018) found that sustainable competitive
advantage partially mediates the relationship between intel-
lectual capital and business performance. Yang et al. (2018)
gathered data from 304 senior SME managers operating in
Pakistan and found that sustainable competitive advantage
partially mediates the relationship between enterprise risk
management practices and SME performance. Songling
et al. (2018), in their study of 326 top SME managers, found
that a sustainable competitive position partially mediates
the relationship between government support and business
performance. In their research in Pakistan, Hussain et al.
(2020) found that sustainable competitive advantage fully
mediates the relationship between brand equity and market
performance and partially mediates the relationship between
marketing innovation and market performance. The study of
Sayedeh et al. (2015) on managers of 205 manufacturing and
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consumer product businesses in Iran shows that competi-
tive advantage mediates the relationship between corporate
social responsibility and business performance.

Hj: Sustainable competitive advantage mediates the rela-
tionship between strategic agility and sustainable busi-
ness performance.

Methods
Sample and procedure

We determined the universe of the research at the end of our
meeting with the Republic of Turkey Small and Medium
Enterprises Development and Support Administration
(KOSGEB). We asked KOSGEB for the number and con-
tact information of SMEs operating as family businesses.
KOSGEB informed us that 1128 SMEs are operating as fam-
ily businesses in Turkey, in line with our research. Then we
got the contact information of these businesses. Between
June 2020 and May 2021, we made phone calls with the
senior managers of the SMEs whose contact information
we received to inform them about our work and ask for per-
mission to apply our survey. Then, we sent our survey to
the top managers of the enterprises via e-mail. Of the 1128
questionnaires we sent, 421 were responded to.

Measures

We translated all survey questions from English to Turkish
using the rejection method suggested by McGorry (2000).
Finally, we asked the faculty members of the Akdeniz Uni-
versity School of Foreign Languages to translate the items
from Turkish to English.

All constructs were measured through multiple items on
a 5-point Likert scale, ranging from 1 (strongly disagree) to
5 (strongly agree) (Appendix) .

The measures of this study are as follows:

Absorption capacity was measured using the Flatten
et al.’s (2011) four-dimensional scale: acquisition (3), assim-
ilation (4), transformation (3), and exploitation (3). Thus,
there are a total of 13 items on the absorption capacity scale.

Strategic agility was operationalized with an 8-item scale
from Tallon and Pinsonneault (2011).

Sustainable competitive advantage was operationalized
with a 6-item scale from De Villiers (2001).

Sustainability business performance was operationalized
with a 5-item scale from Nawanir (2016).

Demographics

The research population consisted of 1188 senior managers
of SMEs. Responses were obtained from 421 of the question-
naires sent. The managers taking part in the research were
81.2% male and 20.8% female; 11.8% were in the 25-35
age range, 40.6% were 36—45, and 47.6% were 46 years old
and over. On an educational level, 73% of the participants
were university graduates, 12.6% had associate degrees,
11.3% had completed their master’s degrees, 1.5% had doc-
torate degrees, and 1.5% were high school graduates. The
corporate tenure of the participants was 1-5 years (13.4%),
6-10 years (19.3%), 11-15 years (35.2%), 16-20 years
(24.2%), and over 20 years (8%).

Results
Measurement model assessment

The analyses were carried out in two stages: evaluation of
the measurement model and testing the hypotheses using
path analysis. Since the kurtosis and skewness values of
the expressions that make up the variables are between —2
and + 2, we assume that the data are suitable for normal dis-
tribution (George and Mallery 2019; Colakoglu and Bozkurt
2021). While evaluating the measurement model, we used
standardized factor loads for item reliability, Cronbach’s
alpha (CA) and compound reliability (CR) values for inter-
nal consistency and reliability, mean—variance (AVE) values
for convergent validity, and the Fornell-Lacker method for
discriminant validity. Goodness-of-fit values were also used
for the fit of the model. As a result of the analysis, nine state-
ments with low factor loads or which failed to meet the reli-
ability and validity criteria were excluded from the analysis
(i.e., ASM4, AGL1, AGL3, AGL5, AGL7, SCA2, SCA4,
SFP2, SFP4). In the last case, item reliability (Hulland
1999), the standardized loads of the expressions forming the
variables were above 0.50 and were statistically significant
(p <0.05). Since the CA and CR values of the variables were
greater than 0.70 (Bagozzi and Yi 1988), internal consist-
ency (reliability) and AVE values were greater than 0.5 (Hair
et al. 2019), convergent validity criteria were met. In addi-
tion, since the goodness-of-fit values are within acceptable
limits, we observed that the data model fit is good (Yaslioglu
2017). Detailed information about these values is shown in
Table 1.

Fornell and Lacker’s methods were used to test discrimi-
nant validity. To determine that discriminant validity is pro-
vided in this method, the square root of each variable’s AVE
values should be greater than the correlation coefficients
between them and other variables (Fornell and Lacker 1981;
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Table 1 Evaluation of the

Kod Skewness Kurtosis Loading CA CR AVE
measurement model
Acquisition 930 931 818
ACQI1 —1.761 1.993 .847
ACQ2 -1.778 1.955 924
ACQ3 —1.768 1.943 .940
Assimilation 945 947 .856
ASM1 —.664 —.614 .864
ASM2 —.654 —.627 931
ASM3 —.674 —.601 976
Transformation 925 927 .810
TRF1 1.454 115 .947
TRF2 1.472 .168 .880
TRF3 575 1.314 .872
Exploitation 941 943 .846
EXPI —.408 —.668 .858
EXP2 —.429 —.668 943
EXP3 —.422 —.668 .954
comp 930 931 771
AGL2 —.841 —.361 .800
AGL4 —.841 —.361 928
AGL6 —.841 —.361 917
AGLS —.841 —.361 .861
Sust.Comp.Ad 923 925 .804
SCALl —.610 —.622 .899
SCA3 —.610 —.622 .949
SCA5S —.610 —.622 .839
Sust.Firm.Perf 954 .954 .874
SBP1 —.534 —.620 .896
SBP3 —.577 —.587 953
SBP5 —.580 —.595 .955
X*SD=2.723 (p<0.05), GFI=0907, NFI=0.942, TLI=0.954, CFI=0.962, RMSEA =0.064,
SRMR=0.037
Table 2 Discriminant validity Mean  S.S 1 2 3 4 5 6 7
Transformation 4.203 .393 0,900
Strategic_Agility 4475 587  0.039 0.878
Sust. Firm. Perf 4425 586  0.050 0.047 0935
Sust.Comp.Ad 4499 532 0.083 0.155 0.282  0.897
Assimilation 4.532 530 —-0.046 0.067 0.047 0013 0925
Exploitation 4346 593 —-0.001 0.187 0.089 0.108 0.045 0.920
Acquisition 4.690 557 -0.021 0.065 0.181 0.075 0.101 0.052 0.904

Bold values represent the square root of the AVE values of the variables

Tan and Colakoglu 2021). When the values in Table 2 are
examined, it is seen that discriminant validity is provided.
Path analysis was applied to test the research hypoth-
eses. According to the results, the variables of exploitation
(#=0.183; p<0.01) and acquisition (f=0.172; p<0.01)
have a direct and positive effect on the strategic agility
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variable; the strategic_agility variable has a direct and posi-
tive effect on the sustainable competitive advantage vari-
able (#=0.156; p<0.01) and the sustainable competitive
advantage variable has a direct and positive effect on the
sustainable firm performance variable (f=0.282; p <0.05).
According to these results, hypotheses H,, H,, Hs, and H,
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Table 3 Path analysis results

Hypothesis Path Standardized effect coeffi- Result
cients ()
Direct Indirect
H, Acquisition — Strategic agility A72%% - Accepted
H, Assimilation — Strategic agility .056 - Rejected
H; Transformation — Strategic agility .044 - Rejected
H, Exploitation — Strategic agility 183%% - Accepted
Hs Strategic_Agility — Sust.Comp.Ad 156%* - Accepted
Hg Strategic_Agility — Sust.Firm.Perf .005 - Rejected
H, Sust.Comp.Ad. — Sust.Firm.Perf .282%% - Accepted
Hg Strategic_Agility — Sust.Comp.Ad. — .005 .014%* Accepted

Sust.Firm.Perf

were supported. Hypotheses H,, H;, and H, were not sup-
ported. Detailed information about the results is shown in
Table 3.

To examine the mediation effects, their indirect effects
and confidence intervals were calculated using the Bootstrap
method. To have a mediating role, indirect effects must be
significant. If the indirect effect is significant and the direct
effect is statistically insignificant, full mediation is seen; if
the direct effect is also significant, it means that there is a
partial mediating role (Zhao et al. 2010). The indirect effect
of strategic agility on the variable of sustainable firm per-
formance through sustainable competitive advantage was
found to be statistically significant (8=0.014; p <0.01) (Hy).
Since the direct effect of the strategic agility variable on the
sustainable firm performance variable is statistically insig-
nificant (#=0.005; p>0.05) (H), we determined that the
sustainable competitive advantage variable has a full mediat-
ing role in the relationship between the strategic agility and
the sustainable company performance variables. Detailed
information about the results is shown in Table 3.

Discussion and conclusion

The Sustainable Development Goals stated by United
Nations are a call for action by all countries and require
strategies that build economic growth and address a range of
social needs. In this regard, the current study tries to answer
this call by addressing the sustainable performance of SMEs,
which are the Turkish economy’s engine. Sustainable perfor-
mance emerges both as a sign and a result of the sustainable
development of SMEs. The study’s findings are discussed
by addressing the social needs associated with the cultural
characteristics of Turkey below.

In this study, which focused on sustainable business
performance, a significant part of strategic management
has revealed the sequential relationship between absorp-
tive capacity, strategic agility, and sustainable competition,

which we describe as the antecedents of sustainable
performance.

Accordingly, the two sub-dimensions of absorptive
capacity (namely, acquisition and exploitation) affect stra-
tegic agility; strategic agility affects sustainable competitive
advantage, and sustainable competitive advantage affects
sustainable performance, which is the outcome variable.
Moreover, in this sequential relationship series, sustain-
able competitive advantage plays a full mediating role in
the relationship between strategic agility and sustainable
business performance. Research findings reveal the journey
of transforming knowledge into performance. In the manu-
facturing industry, which is affected by rapid change and
environmental uncertainties, the absorptive capacity for
the success of SMEs is transformed into an advantage in
competitive environments through strategic agility, becom-
ing one of the main drivers of sustainable business perfor-
mance. However, our knowledge on this subject is lacking,
since there are not enough empirical studies in the literature
on how to make this transformation. For this reason, our
study underlines this important but little-studied issue, as it
needs to be addressed in more detail. In the current study,
first of all, we claim that the variables of absorptive capac-
ity have positive effects, especially on the strategic agility
of the firm. According to the findings, we see that first of
all, in the sequential effect, the two-dimensional capacity to
acquire and assimilate information of absorptive capacity
positively affects strategic agility. This finding means that
companies that apply and use the external knowledge they
have acquired rapidly increase their strategic agility. This
finding is also compatible with studies in the experimental
literature (Kocoglu et al. 2015; Brueller et al. 2014; Delmas
et al. 2011; Kale et al. 2019; Roth 1996; Xie et al. 2018).
The knowledge acquisition dimension of absorptive capac-
ity indirectly affects business performance through strate-
gic agility. Firms that use the external knowledge they have
acquired by assimilating their external strategies see their
performance increase rapidly. It is seen that the exploitation
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dimension directly affects business performance and indi-
rectly affects it through strategic agility.

The assimilation and transformation sub-dimensions, the
other two dimensions of absorptive capacity, did not directly
or significantly affect strategic agility. In the assimilation
process, it is not easy for a business to easily perceive and
internalize every useful piece of information. On the other
hand, every piece of information that the SMEs acquires
may not always be useful, i.e., of interest to the business or
perceived as such. In addition, the SMEs must be able to
understand the acquired knowledge or use it as part of new
knowledge. For these reasons, it is possible that the adop-
tion process will not occur as desired (Greve et al. 2009).
Therefore, insufficient professionalization in family busi-
nesses may cause the assimilation process to not have the
desired effect on strategic agility. Another finding is that the
transformation dimension is ineffective on strategic agility,
like the assimilation dimension. Newly acquired knowledge
is added to the existing knowledge in the transformation
dimension. In this dimension, previous information can be
deleted or re-evaluated (Zahra and George 2002). Generally,
first-generation managers who are influential in the manage-
ment of family businesses may resist deletion of previously
used information due to their conservative character. This
might explain why the transformation dimension is ineffec-
tive on strategic agility.

It can also be said that the cultural characteristics of Tur-
key may play a role in this relatively interesting finding that
the assimilation and transformation sub-dimensions have no
effect on strategic agility. As mentioned above, most SMEs
in Turkey consist of family businesses. In these enterprises,
which are usually run by the first and second generations,
rarely the third generation, the family elders who own the
company are also the general managers and greatly influ-
ence the management. These company owners often have
close social relations with their competitors operating in
the same sector and also in their private lives. They usually
know and follow each other very closely. Innovation infor-
mation in a company, a new machine, process, or system
change is quickly learned. This innovation is a situation that
is often envied. Therefore, it is rapidly imitated and used.
The absence of innovation and innovative knowledge in the
competitor is perceived as a personal deficiency beyond pro-
fessional management. With the close social relations and
awareness among company owners, the capacity to acquire
information is high. However, this knowledge tends to be
used as soon as possible without focusing too much on
assimilating and transforming it. Thus, the willingness to not
fall behind one’s competitors sometimes results in exploit-
ing information quickly and hastily, by imitation, without
assimilating and transforming it.

Through the lens of RBV theory, contingency theory,
and dynamic capability theory, in the sequential effect of
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the research’s findings, and secondly in line with previous
empirical research, strategic agility was found to provide
sustainable competitive advantage (Adamik et al. 2018;
Sherehiy and Karwowski 2014; Al-Romedy 2019; Barah-
mah et al. 2022; Battour et al. 2021; Claus et al. 2020; Kot-
ter 2015; Mason 2010, Nkuda 2017; Nurcholis 2021). This
means rapid recognition of the ability to identify changes,
trends, and opportunities in the environment, adapting
and restructuring team members to quickly perform tasks
and change conditions rapidly (Hajko et al. 2018). This
also means that sustainable competitive advantage will be
achieved by creating a strategic, broad, or comprehensive
networking capability with suppliers and distributors.

In another research result, it was seen that strategic agility
does not have a direct and significant effect on sustainable
business performance. Drnevich and Kriauciunas (2011)
mention that the question of whether and how strategic
agility affects business performance has not been fully
addressed. Our finding can be explained by Eisenhardt and
Martin’s (2000) claim that having dynamic capabilities and
thus strategic agility does not lead to sustainable business
performance. In their study, Jacobs et al. (2010) found no
relationship between production agility and business perfor-
mance. This finding also points out the importance of using
multiple performance measures in strategic agility studies.
Similarly, it is mentioned in the literature that strategic agil-
ity is not a factor that leads to sustainable business perfor-
mance by itself, but the effects of dynamic capabilities on
firm performance are context dependent (Helfat et al. 2007,
Teece et al. 1997; Wilden et al. 2013).

Another effect in the chain of research findings is the
effect of sustainable competitive advantage on sustainable
performance. Our results reveal background support of RBV
and contingency theory, as well as the support of previous
studies in the literature (AlTaweel and Al-Hawary 2021;
Andersén 2011; Heenkenda et al. 2022; Khan et al. 2018;
O’Shannassy 2008; Songling et al. 2018; Walsh and Dodds
2017). Businesses need to gain a competitive advantage
through strategic agility in the environments in which they
operate by using innovative knowledge to achieve sustain-
able performance. Providing sustainable competitive advan-
tage almost creates a vision and mission for SMEs, which
keeps them on the alert and directs them towards superior
and sustainable performance. Another significant result of
the research is that sustainable competitive advantage has
a full mediating role in the relationship between strategic
agility and sustainable business performance. This result
can be interpreted as the strategic agility of SMEs operat-
ing in the Turkish manufacturing sector, where the study was
conducted, contributing positively to achieving sustainable
competitive advantage and being effective in achieving sus-
tainable business performance.
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Implication of the study

This study handles SMEs’ absorptive capacity and strategic
agility uniquely. The mediating effect of sustainable com-
petitive advantage and the interactions between the variables
are evaluated from different perspectives. In particular, few
studies investigate the impact of strategic agility on the sus-
tainable competitive advantage of SMEs.

This study is essential in explaining the background of
success in the performance of SMEs in countries with a col-
lectivist culture, such as Turkey. In this context, RBV theory,
on which the research is based, contributes to the theory by
showing the effect of cultural factors in understanding how
contingency theory and the dynamic abilities approach work
in practice.

Knowing the transformation of knowledge imitation in
SME:s into performance through strategic agility and sus-
tainable competition in collectivist cultures is especially
important for the success of emerging economies such as
Turkey. Knowing the sequential reaction identified within
the scope of the research can shed light on how to use sup-
port tools such as incentives and loans effectively in promot-
ing and developing SMEs. In economic progress, cultural
influence should not be ignored but used as a tailwind. In
this context, the sequential reaction created by identifying
and supporting some SMEs that will play the leading role in
the sector will enable the transformation of information into
performance through imitation. Research shows that know-
ing how theories emerging in developed economies work in
different cultures and developing countries will contribute to
their development. The study findings provide various ben-
efits for practitioners when creating sustainable competitive
advantage and sustainable business performance strategies.
The present study provides a roadmap for enabling SMEs to
develop a framework that combines their knowledge-absorb-
ing capacity and strategic agility to increase sustainability in
achieving competitive advantage and business performance.
Through this study, SMEs can help develop their absorp-
tive capacity, increasing their strategic agility in achieving
sustainable competitive advantage and sustainable business
performance. For this reason, our study will provide valu-
able contributions to SMEs during their strategy formation.

This study aims to support development-oriented poli-
cies that support productive activities, decent employment
creation, entrepreneurship, creativity, and innovation,
which is stated under the sub-title of “Decent work and
economic growth” within the framework of the Sustaina-
ble Development Goals, which includes the goals aimed to
be achieved by the end of 2030 by the United Nations. This
contributes directly to the purpose of “encouraging the
formalization and growth of micro-, small-, and medium-
sized enterprises through access to financial services and
financial services.” In promoting SMEs, the comments

made above within the scope of research findings will be
useful in terms of using the mentioned incentives correctly
and appropriately. The influence of a country’s culture
cannot be ignored in promoting and developing national
economies. Development and growth programs that take
cultural characteristics into account can produce effective
results. In this respect, we think that this research will
contribute to achieving the goals set by the UN. Simi-
larly, this research has been conducted to determine the
value and access of small-scale industrial enterprises and
other enterprises to financial services, including affordable
loans, especially in developing countries, which is stated
under the sub-title of “Industry, innovation, and infra-
structure” within the framework of the United Nations’
18 Sustainable Development Goals. It also contributes to
increasing their integration into their chains and markets.
In this context, it can be inferred that it can provide a syn-
ergetic result by creating a domino effect on other SMEs
by financing SMEs that play the locomotive role in the
sector or region and set an example while giving loans
to domestic and foreign financial institutions and SMEs.

Limitations

The environment and pollution sensitivity of companies
differ in developing countries such as Turkey compared
to developed countries, due to its different characteris-
tics. In this study, we focused on sustainable performance
and assumed that the environment and pollution sensi-
tivity of companies increase as they obtain sustainable
business performance. Our assumption also emerges as
a limitation of the current study. Testing this assumption
in future studies could make significant contributions to
the environment and pollution literature. Sensitivity to the
environment and pollution is an end. There is a need to
examine the other factors and organizational variables as
means that may be effective in the emergence of this end
— sensitivity to the environment and pollution — that are
not addressed in this study.

Also, to increase the generalizability of the research, it
is recommended that future similar studies with the same
variables be repeated on SMEs in sectors not covered by
this research. Similarly, considering that the research sam-
ple consists of SMEs, it would be appropriate to apply
the analysis to large-scale enterprises to increase general-
izability. In addition, considering that the data collected
within the scope of the research were obtained in a single
time period and self-reported, future studies may use lon-
gitudinal research design and multi-source data to coun-
teract the adverse effects.
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Appendix. The items of the scales (Turkish
and English)

Oziimseme Kapasitesi/Absorption capacity

Sektoriimiize iligkin bilgi toplamak, isletmemizde diizenli olarak
yapilan istir/The search for relevant information occurs daily in
your company

Calisanlarimiz sektoriimiize iliskin bilgi kaynaklarini kullanmalari
konusunda tegvik edilir/Our company motivates the employees to
use information sources within your industry

Calisanlarimizdan faaliyette bulundugumuz sektor disindaki bilgileri
de takip etmeleri beklenir/Our company expects employees to be
related to information beyond your industry

Isletmemizde yeni fikir ve diisiinceler boliimler arasinda paylaglir/
New ideas and concepts are created via cross-departmental com-
munication in our company

Sorunlarin ¢oziimiinde boliimler arasi yardimlagsmaya 6nem verilir/
Our company emphasizes cross-departmental support to solve
problems

Isletmemizde bir birim énemli bir bilgiye ulagtiginda bu bilgi aninda
diger boliimlere aktarilir/There is a quick information flow in our
company

Yeni gelismelerin aktarilmasi, sorunlarin ¢oziilmesi ve bagarilarin
paylasilmasi i¢in diizenli olarak toplantilar organize edilir/Our
company exchanges ideas through periodical meetings

Calisanlarimiz toplanan bilgileri yapilandirma ve kullanma beceri-
sine sahiptir/Our employees have the ability to structure and use
collected knowledge

Calisanlarimiz isletme icindeki ve digindaki verileri (bilgileri) isletme
icin degerli bilgilere doniistiirebilir/Our employees can link existing
knowledge with new insights

Calisanlarimiz yeni bilgileri verimlilige doniistiirebilir/Our employ-
ees are able to transform new knowledge into productivity

Isletmemizde yeni iiriin modellerinin (prototiplerin) gelistirilmesi
desteklenir/Our company supports the development of prototypes

Isletmemizde teknoloji diizenli olarak gozden gegirilir ve yeni
gelismelere gore uyarlanir/Our company regularly adapts technolo-
gies in accordance with new knowledge

Isletmemizde yeni teknolojiler kullanilarak daha verimli caligilir/Our
company has the ability to work more effectively by adopting new
technologies

Stratejik Ceviklik/Strategic agility

Toplam tiiketici talebindeki degisikliklere yanit verir/Respond to
changes in aggregate consumer demand

Bir iiriinii veya hizmeti tek bir miisteriye uyacak sekilde 6zellestirir/
Customize a product or service to suit an individual customer

Rakiplerin yeni iiriin veya hizmet lansmanlarina tepki verir/React to
new product or service launches by competitors

Rakiplerin fiyatlarindaki degisikliklere yanit olarak yeni
fiyatlandirma programlari sunar/Introduce new pricing schedules in
response to changes in competitors’ prices

Yeni bolgesel veya uluslararasi pazarlara agilir/Expand into new
regional or international markets

Satisa sunulan iiriin/hizmet ¢esitliligini degistirir (yani genisletir veya
azaltir)/Change (i.e., expand or reduce) the variety of products/ser-
vices available for sale
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Daha iyi, daha hizli ve daha ucuz iiriin ve hizmetler iiretmek i¢in yeni
teknolojileri benimser/Adopt new technologies to produce better,
faster, and cheaper products and services

Daha diisiik maliyetlerden, daha iyi kaliteden veya daha iyi teslimat
siirelerinden yaralanabilmek igin tedarikgileri degistirir/Switch
suppliers to avail of lower costs, better quality, or improved delivery
times

Siirdiirlebilir Rekabet Avantaji/Sustainable competitive advan-
tage

Kurulusum, kesfedilen fikirleri yeni hizmetler, siirecler ve prosediirler
haline getirmeye dzen gosterir/My organization gives attention to
develop discovered ideas into new services, processes, and proce-
dures

Kurulusum, faaliyet gosterdigi pazara yeni tiriinler/hizmetler sunar/
My organization introduces services that are new to the market it
serves

Tercih edilen pazar konumlandirmasi, pazardaki rekabet avantajlarina
katkida bulunabilir/Preferred market positioning can contribute to
competitive advantages in the market place

Daha fazla kaynaga erisim, pazardaki rekabet avantajlarina katkida
bulunabilir/Access to superior limit resources can contribute to
competitive advantages in the market place

Sinirsiz kaynak kullanimi pazardaki rekabet avantajlarina katkida
bulunabilir/Exploiting unlimited resources can contribute to com-
petitive advantages in the market place

Ustiin yetkinliklere ve yeteneklere erisim, pazardaki rekabet
avantajlarina katkida bulunabilir/Access to superior competencies
and capabilities can contribute to competitive advantages in the
marketplace

Siirdiiriilebilir isletme Performansy/Sustainable business perfor-
mance

Kurulusumuzun net kir marji artmaktadir/Net profit margin of our
organization increased

Kurulusumuzun yatirim getirisi artmaktadir/Return on investment of
our organization increased

Karlilik artigimiz yiiksek seviyelere ulasmaktadir/Profitability growth
has been outstanding

Genel finansal performans rakiplerimizi agmaktadir/Profitability has
exceeded our competitors

Karliligimiz rakiplerimizi agsmaktadir/Overall financial performance
has exceeded competitors
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