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Abstract: The answer to the challenging question, “Should one either invest in tangible resources or
intangible resources/capabilities?” is still fragmented. In prior studies, more emphasis is given to
tangible resources, while intangible resources have comparatively received minor attention, despite
their significant role in the success of small and medium enterprises (SMEs). Particularly the role
of the intangible skills; intellectual capital, financial literacy (FL), and business experience (BE) in
resource acquisition and sustainable competitive performance has missed in prior studies. Grounded
on the resource-based view and upper echelon theory, this study examines the role of intellectual
capital in sustainable competitive performance with a mediating role of resource acquisition.
This research also assesses the moderating role of financial literacy and business experience between
intellectual capital and resource acquisition. Data are collected through structured questionnaires
from 384 owners/managers of Pakistani SMEs. After analyzing the data through structural equation
modeling (SEM), the results indicate that intellectual capital helps managers in acquiring valuable
resources, which in turn enhance sustainable competitive performance. Resource acquisition partially
mediates the relation between intellectual capital and sustainable competitive performance. Financial
literacy is a significant predictor of resource acquisition, but it does not significantly moderate the
relation between intellectual capital and sustainable competitive performance. Business experience
significantly boosts the acquisition of resources and strengthens the path between intellectual
capital and resource acquisition. SMEs should encourage their managers to acquire unique, rare,
and immutable external resources in the turbulent markets.

Keywords: intangible skills; intellectual capital; financial literacy; business experience; resource
acquisition; sustainable competitive performance

1. Introduction

In the current era of globalization, firms must have ample tangible and intangible resources to
survive in the long run. Due to resource constraints and a lack of capabilities, many reputed firms
have failed. For instance, a recent study indicates that more than 50% of newly established ventures
shut down in the initial stage across the globe due to a lack of resources, a lack of competencies,
and limited skills [1]. Resource base view (RBV) theory depicts that unique, rare, and immutable
resources enable firms to gain sustainable competitive advantage [2]. A plethora of research has
confirmed the significant influence of resources on firms’ performance (e.g., [3-5]). However, acquiring
resources such as land, equipment, machineries, information, finance, technology, and customers is a
great challenge for business organizations. The first step is to determine what types of resources are
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crucial for venture success, and the next step is searching for the means to access resources, which has
received comparatively little attention. Though a few studies (e.g., [6-8]) have investigated how firms’
internal capabilities can facilitate access to external resources, the results are still fragmented. Notably,
all the external resources do not come directly and automatically but require proper planning and
competencies [9]. The question of how to acquire unique, rare, and immutable external resources is
still under-discussed in the context of intangible management skills. More precisely, how SMEs (e.g.,
small or medium sized) can scan the external environment in a better way to acquire useful information
that may facilitate resource acquisition is very important, but studies are lacking [10]. This research is
an attempt to examine the influence of owners and top managers’ intangible skills—intellectual capital
(IC), financial literacy (FL), and business experience (BE) on resource acquisition—which in turn may
influence sustainable competitive performance (SCP) in SMEs. These skills and capabilities (e.g., IC,
financial literacy, and business experience) are essential for SMEs, as they do not have enough tangible
resources (e.g., finance and technology) to acquire the external tangible and intangible resources to
sustain their performance [4,9].

Resource acquisition is defined as the process by which a venture acquires resources from internal
and external environments [11]. The primary goal of this research is to examine how firms’ internal
skills and capabilities (e.g., internal intangible resources) enable them to access external tangible and
intangible resources. For instance, in emerging economies such as Pakistan, small firms often search
external resources [1]. Prior studies have tried to discover firms’ internal capabilities that can help
in the access to external resources (e.g., [8,12,13]). However, top management capabilities (especially
intangible skills) have been ignored in this context. The intangible skills such as IC, financial literacy,
and business experience can help firms to acquire unique external resources that can in turn spur
performance. For instance, the upper echelon theory focuses on the role of the top management
capabilities and of skills in firms’ success [14], but studies have rarely debated the intangible skills
in resource acquisition in the upper echelon context. More importantly, how IC empowers firms
to scan external resources and information that can boost competitiveness, value, sustainability,
and performance is still unexplored [15].

We argue that top management intangible skills and capabilities are better than physical resources
in accessing external resources. First, SMEs have a lack of resources to compete in the turbulent
markets. Hence, they need a less expensive means to access valuable external resources. We argue
that the top management skills—IC, financial literacy, and experience—being less expensive drivers,
can benefit SMEs in acquiring scarce resources easily. Secondly, in emerging economies such as China
and Pakistan, governments possess valuable resources [16]. In such regions, the management exertion
and competencies (knowledge and relationship) can help to access external resources [8,9]. Thirdly,
senior managers can find new opportunities in search of external resources. In other words, intellectual,
experienced, and financially literate managers can discover new opportunities while searching for
external resources. To summarize, the top management intangible skills can work as an alternative
driver to physical resources through which SMEs access useful external resources.

This research answers the following questions: Does IC influence SCP? Does resource acquisition
mediate the relation between IC and SCP? Do financial literacy and experience of top management
moderate the link between IC and resource acquisition? More importantly, how can internal intangible
skills/resources/capabilities help in acquiring external intangible and tangible resources? In turn,
this research enables firms to emphasize intangible resources rather than a massive investment in
physical means. This research contributes to the RBV theory where vehemence is given to tangible and
intangible resources regarding high performance [2]. Though, in the RBV theory, it is clearly expressed
that unique, rare, and immutable resources upsurge firms’ sustainable competitive advantage [2],
but how external resources (tangible and tangible) can be acquired in an inexpensive way is still
underemphasized. In other words, this study aims to discover less expensive itineraries of access
to external resources, which in turn can lead to SCP. Similarly, this research also adds to the upper
echelon theory that describes the role of top management background (education, experience and
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skills, etc.) and the psychological characteristics in firms” outcome [14]. Additionally, this research
gives a clear picture of how IC endues firms to rake the environmental pressure and acquire unique
resources that are beneficial for SCP [15].

This article is organized as follows. In the introduction section, we discuss the problem statement,
research gap, research questions, research objectives, and the overall contribution. The second section
is about the theories and review of the previous studies. The third section is related to methodology,
and we discuss data analysis results and conclude in the fourth section.

2. Hypotheses Development

Intellectual Capital and Sustainable Competitive Performance

In turbulent markets, firms race to gain high profit and to survive in the long run. To achieve
these objectives (e.g., high profit and a long-term survival), firms invest a massive amount of money
in tangible and intangible resources [17]. However, recent studies have pointed out that investment
in intangible resources—especially in IC—spurs SCP in emerging firms [4,18]. IC encompasses
structural capital, human capital, and relational capital that might give a high return to business
firms [19]. The dimensions mentioned earlier of IC are not only crucial for industry competitiveness
but also play a prominent role in sustainability, economic growth, and economic performance [20].
Moreover, Xu and Wang [21] confirmed that all the dimensions of IC—structural capital, human capital,
and relational capital—significantly and positively enhance sustainability, financial performance,
and economic growth in the business sector. Especially SMEs, due to a lack of resources and capabilities,
can acquire a great advantage of IC, as it is considered less risky and a convenient resource [18].
Top managers are required to intensify initiative to encourage the promotion of IC (human capital,
structural capital and relational capital) inside organizations to acquire competitive advantage [22].
In the current era of globalization, IC has been considered as an effective strategy of business firms that
leads to financial performance [23] as well as significantly enhances non-financial performance [24],
innovative performance [25] and competitive advantage [18]. In other words, a recent study has
confirmed that IC significantly improves SCP [26]. Therefore, we hypothesize the following;:

Hypothesis H1. Intellectual capital significantly positively influences sustainable competitive performance.

3. Intellectual Capital and Resource Acquisition

Firms face various challenges in an uncertain market. In such an atmosphere, entrepreneurial
networking helps them to acquire sustainable resources [27]. Strong entrepreneurial abilities and
network ties empower firms in emerging economies to gain useful resources (e.g., financial and
technological) that are akin to high profitability [28]. Intellectual capabilities in top managers enable
them to do proper strategic planning and effectively use the resources to gain high performance [29].
Firms are encouraged to invest in IC, as it reconfigures the internal process (reducing various costs) to
search for external resources to gain efficiency [30]. Hence, for accessing useful resources, firms improve
their social capital and external relationship with governments and other bodies [31]. The role of IC
is not confined to a specific industry, but various industries benefit from IC in terms of scanning
external environments and exploiting opportunities. For instance, Li and Liu [32] investigated
whether IC is useful in the service industry (e.g., the hospital sector) in challenging environments
in that information that is essential for a high degree of competitiveness can be critically analyzed.
Otcenaskova and Bures [33] claimed that business organizations in the current turbulent environment
use IC to acquire adequate knowledge and resources to respond to external pressure. SMEs especially
reconfigure their intellectual abilities to access financial resources that are essential for their growth
and long-term survival [34]. IC—being an intangible resource—facilitates firms in acquiring useful
information about the market trends, upward and downward, environmental issues, and competition
pressure [35]. Promoting skills such as human capital, relational capital, and structural capital influence
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the embeddedness of resource integration among firms [36]. For instance, Lee et al. [37] argue that
social capital helps firms to acquire both tangible and intangible resources that may not be gained
through other sources. Therefore, we hypothesize the following:

Hypothesis H2. Intellectual capital significantly positively influences resource acquisition.

4. Resource Acquisition and SCP

Despite the burgeoning discussion on the RBV theory, how a firm transforms its resources
into superior performance remains in a black box [11]. RBV theory demonstrates the role of both
tangible and intangible resources in sustainable competitive advantage [2]. In this perspective, a few
studies (e.g., [38,39]) have recommended physical factors in SCP, while others (e.g., [4,40]) give more
weight to intangible resources, but the results are fragmented. In fact, firms should not emphasize
on the tangible or intangible, but instead consider the acquisition of both types of resources. Notably,
new ventures need enough resources in the initial stage to avoid failure. As described by RBV
theory, the performance of newly established ventures is significantly and directly related to resource
acquisition as the availability of adequate resources is crucial for superior performance [41]. In a
similar context, Shane [42] demonstrates that obtaining adequate resources not only helps a venture to
pursue its recognized opportunities but also leads to its aptitude, ability, and skills to generate high
profits, grow, respond to the competition, and survive in the long run. Moreover, it is determined
that sufficient resources are necessary to perform the operational activities smoothly and gain high
profit [8]. A firm can pursue different methods for resource acquisition, such as resource attraction,
resource purchase, and internal resource development. These resources, in turn, generate different
outcomes, which might depend on the resources and relationships that a firm holds with partners
or that are wholly owned by the firm. However, a cost is aligned with whatever method of resource
acquisition a firm uses. To summarize, sustainable resources acquisition can lead to the survival of
business ventures in the long run [27]. Therefore, we hypothesize the following:

Hypothesis H3. Resource acquisition significantly positively influences sustainable competitive performance.

5. The Mediating Role of RA

IC pertains to social capital—"the networks of relationships among people who live and work
in a particular society, enabling that society to function effectively” that in turn can affect firms’
performance, but a significant mediating role is played by resource acquisition [8]. Resources
are tangible (financial, technological, etc.) and intangible (corporate social responsibility, financial
capability, goodwill, etc.), and are necessary for sustainable competitive performance [4]. The intangible
resources such as knowledge management (which can be acquired through IC) can affect firms’
performance [43]. However, again, that either tangible or intangible resources are useful for SCP is still
unclear. However, top management must ensure the availability of both tangible (finance, machinery,
technology, land, etc.) and intangible (knowledge, information, skills, competencies, etc.) resources,
as both are considered significant drivers of high profitability [39]. One way to acquire adequate
resources is IC that can make it easy for firms to seize scarce resources. For instance, IC strengthens
the internal structure of organizations where resources are utilized innovatively to gain competitive
advantage [44]. Managerial competencies (skills, knowledge, etc.) indirectly contribute to firms’
performance via creating sustainable competitive advantage through unique resources [45]. From the
upper echelon theory perspective, the top management capabilities and skills are significant drivers
leading to firms’ outputs [14]. However, senior managers may not spur the performance of the firms
directly but can first acquire enough resources that are necessary for smooth operation, which in turn
can enhance competitive performance.

Especially for the growth and sustainable performance of SMEs, adequate resources are necessary.
SMEs use their internal capabilities and social capital to acquire the valuable resources, which in turn
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can provide a competitive advantage and superior performance [46]. IC does not directly enhance
firms’” performance, but firms’ internal management practices and resources mediate the relation [47].
Moreover, whether IC creates a competitive advantage by utilizing resources efficiently and effectively
has also been invesitigated [18]. We argue that intellectual managers can facilitate firms in accessing
rare, unique, and immutable resources that are necessary for high performance and growth. Therefore,
we hypothesize the following:

Hypothesis H4. The relation between intellectual capital and sustainable competitive performance is mediated
by resource acquisition.

6. Financial Literacy, Business Experience, and Resource Acquisition

Financial literacy is the ability to use knowledge and skills to accomplish firms’ financial resources
effectively, which in turn can enhance financial performance [48]. However, financial literacy is not
only aligned with the management of financial resources, but financial literate managers can also
reduce different types of cost, exploit new opportunities, and help to access useful resources (e.g., [49]).
Financial skills enable managers to identify opportunities, solve problems, attain valuable resources,
and manage the internal business processes adequately. Moreover, financial skills and education avoid
SMEs from failure [50]. Financial education reconfigures financial and non-financial resources that
may provide high economic growth and financial stability [51]. Financially related skills influence
the earning management of firms [52]. Financially literate managers are capable of acquiring external
finance that is necessary for the smooth running of operational activities among SMEs [53]. Regrettably,
many SMEs due to a lack of financial management skills are unable to access eminent resources [54].
Additionally, limited financial skills can negatively influence the innovative performance and growth
of SMEs [55] as scarcity of financial management skills may hamper managers from acquiring valuable,
unique, and immutable resources.

Dittmar and Duchin [56] pointed out that experienced managers use resources (e.g., finance)
efficiently. They are less debt-oriented and save more cash for their firms. Moreover, it is argued
that experienced managers can better forecast future earnings and can manage future cash flow
effectively, which in turn yields higher profitability [57]. A CEO’s experience significantly influences
the firm’s financial resources, debt, equity, and capital structures [58]. Psychological characteristics
and top management experience matter in firm’s policies and dynamic capabilities [59]. Experienced
managers can divulge external sources as new markets, new opportunities, and new ways of gaining
performance [60]. Prior experience endows managers to tackle the environmental pressure and
resources in a positive way that can yield better investment opportunities [61]. Financial experts and
experienced CEOs are not only conscious of financial policies but also care for firms’ financial and
non-financial resources. They try to use resources (financial and non-financial) in a way that spurs
their firms’ performance [62]. To summarize, we argue that financial experienced owners/managers
will be able to acquire useful and scarce resources easily that are very beneficial for high profitability.
Therefore, we hypothesize the following:

Hypothesis H5. Financial literacy significantly positively influences sustainable competitive performance.

Hypothesis H6. Business experience significantly positively influences sustainable competitive performance.

7. The Moderating Role of Financial Literacy

Numerous studies have concluded that IC directly contributes to SCP (e.g., [63,64]), while others
claim that superior performance cannot be directly gained through IC but that a firm’s internal
capabilities and resources such as competitive advantage [18], knowledge management [43],
innovation [65,66], etc. affect the relation. However, it is still unclear as to whether IC directly influences
external resource acquisition (tangible and intangible) or needs the support of top management
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experience and financial literacy. Favoring studies that show an indirect influence of IC on SCP,
we posit that financial literacy and business experience can facilitate IC in accessing external resources
that are important for SCP.

Financial literacy is categorized as internal financial literacy and external financial literacy. Internal
financial literacy assists top managers to optimize the use of scarce resources by an effective and
efficient management system. On the other hand, external financial literacy describes the necessary
skills and knowledge of top management to set up an external network and to use communication
and cognitive skills to achieve satisfactory outputs and desirable objectives [67]. In general, financial
literacy alleviates managers to use additional knowledge (e.g., financial) for acquiring useful resources,
material, and means that can boost and enlighten the production processes and operational activities,
which in turn can improve profitability [53,68]. Financial literacy encompasses the knowledge and
understanding of top managers toward different financial practices. It is argued that financial
knowledge increases abilities of financial accountants, who in turn outperform others [19]. Financial
skills and literacy endue managers with an ability to make a good strategic decision and timely
interference to deal with an uncertain situation and with a sophisticated financial decision [69].
Financial literacy can facilitate better usage of governing skills and practices to use financial resources
effectively. In contrast, governing bodies lacking literacy face difficulty in using financial resources [70]
efficiently. Firms need to reduce different types of costs related to operation, supplies, and sales to
improve their competitive performance. To achieve this goal, managers must be financially literate
to use the resources efficiently to gain a sustainable competitive advantage [49]. Educated CEOs can
affect firms’ resources and operational activities in a way that can yield a high value and efficiency in
the long run [71]. Financial experts and CEOs are more financially sophisticated. They can use different
discounting strategies and adequate cash flow practices in investment decisions. These practices,
in turn, facilitate reductions in costs, which significantly improve competitive performance [62].
Therefore, we hypothesize the following:

Hypothesis H7. Financial literacy moderates the relation between intellectual capital and resource acquisition
such that the link will be stronger when there is high financial literacy.

8. The Moderating Role of Top Managers’ Business Experience

As mentioned, firms need enough resources (tangible and intangible) to survive in the long run.
For this, a firm needs very competent, intellectual, and experienced managers who have, or can build a
relationship with, external bodies and can learn about market trends [13]. CEOs who have worked in
businesses for a long time are deemed experienced CEOs. The long-term experience enables them to
better formulate the financial policies of their firms and reduce costs to gain superior performance [62].
Moreover, it is believed that experience in business and industries enables top managers and founders
to acquire both financial and non-financial external resources that are essential for the success of new
ventures [72]. It is doubtless that top management social capital effectively stimulates the R&D of
a firm. However, in addition to the social capital, business experience helps them to access useful
resources and to establish a corporate R&D alliance [73]. Intellectual abilities of top managers can assist
them in operational processes. However, prior experience reconfigures and shapes their capabilities
and skills in that they inquire information about environmental uncertainty, pressure, and market
trends that can facilitate the strategic decision-making process [61]. Senior managers’ interpersonal
skills assist them in making good strategic decisions. However, functional experience helps them to
focus on useful external resources that can supercharge the operational and production activities [74].
Additionally, that firms’ competitiveness and economic performance can be enhanced through top
management intellectual and social abilities is scrutinized. However, the experience is considered an
excellent factor in strengthening the relation efficiently [75]. We argue that IC can facilitate firms in
accessing resources, but business experience makes this easy for a firm to acquire useful resources (see
Figure 1). Therefore, we hypothesize the following:
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Hypothesis H8. Business experience moderates the relation between intellectual capital and resource acquisition
such that the link will be stronger when managers are more experienced.

[ Financial Literacy ]

Sustainable C tits
Intelle 1 Capital L Resources stainable Competitive

L

Acauisition Performance

F 3 Fy F 3 3

[Busmess Experience ]

Age Size

Education

Figure 1. Research model.

9. Methodology

Design, Population, and Sample

We collected cross-sectional data (e.g., within two months) through a structured questionnaire
from top managers of Pakistani SMEs. We used the English version of the questionnaire, as English
is spoken as a second language in Pakistan. SMEs are reluctant to provide information to the
general public, so we disclosed in the questionnaire that the data collected will be used only
for research purposes and will not be shared publicly. We selected three large cities in Pakistan,
Rawalpindji, Islamabad, and Peshawar, because the head offices of many firms are located in these cities,
where owners and managers are performing their duties [76]. The lists of the registered firms were
obtained on request from the Islamabad Chamber of Commerce and Industry (registered firms 3753),
the Rawalpindi Chamber of Commerce and Industry (5817), and the Sarhad Chamber of Commerce
and Industry (2072). We randomly selected 482 firms as a sample (e.g., applied-probability-based
sampling formula with a 5% margin of error and a confidence level 95%) out of total 11,642 firms.
We focused on owners and managers, as they are well aware of their business information and strategic
planning. After the distribution of 900 questionnaires (300 in each city), we received 384 usable
questionnaires with a response rate of 42.67%. The firms who participated in the study are shown in
Table 1.

Table 1. The demographic detail of the firms.

Description Frequency Percentage

Firms by Industry

1. Manufacturing 137 35.7

2. Trading 151 39.3

3. Services 96 25.0
Size of the firms

1. 20-50 employees 90 23.4

2. 51-100 employees 76 19.8

3. 101-150 employees 69 18.0

4. 151-200 employees 78 20.3

5. 201 to 250 employees 71 18.5
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Table 1. Cont.

Description Frequency  Percentage

Age of the firms

1. 10 years and less 141 36.7

2. 11-20years 137 35.7

3. 21 and above years 106 27.6
Owners/Managers Education

1. Intermediate and less 63 16.4

2. Bachelor 130 33.9

3. Master 131 34.1

4. MS / MPhil 53 13.8

5. PhD 7 1.8
Total 384 100

10. Variables and Measures

Intellectual capital: IC encompasses the intangible abilities of a firm. Prior studies have measured
IC with various dimensions such as human capital, organization capital, relational capital, customer
capital, etc. (e.g., [4,18]). We relied on the measurement used in the context of SMEs. Six items were
used by Khan, Yang, and Waheed [4]. We asked participates to respond to the following: “Our firm
has a clear view of knowledge, information, strategy, etc.” See Table 3 for detail. Five Likert scales
were given representing strongly disagree, 1, to strongly agree, 5.

Resource acquisition: Firms need tangible and intangible resources to survive in the long run.
To gain more helpful insights, we aimed to check how a firm can acquire external resources (tangible
and intangible) through IC. Thus, we used six items to measure resource acquisition that were merged
and adopted from prior studies (e.g., [12,37]). Five Likert scales were given representing strongly
disagree, 1, to strongly agree, 5.

Business experience: This demonstrates the working experience of owners and top managers in
terms of purchase, sale, operation, etc. To measure owners and senior managers’ experience, we asked
them to indicate their experience in terms of import/export, decision making, problem-solving, etc.
The options were given as very low, 1, to very high, 5.

Financial literacy: Financial literacy indicates how a manager or owner knows the financial
terms, financial management, financial practices, etc. To measure financial literacy, studies have used
questions related to interest rate and inflation, etc. However, in the business context and especially in
SMEs, studies have preferred measures related to financial management, working capital, and financial
reporting (e.g., [77]). Thus, to measure financial literacy, we relied on 13 items used by Yang, Ishtiaq,
and Anwar [49]. Five Likert scales were given representing strongly disagree, 1, to strongly agree, 5.

Sustainable competitive performance: We used eight items to measure SCP that were adopted
from Degong et al. [3]. Owners and managers were asked how their firms have performed on return
on equity, return on investment, return on assets, etc. in the last three years as compared to their
major competitors. Five Likert scales were given representing extremely declined, 1, to extremely
improved, 5.

11. Control Variables

Recommended by prior studies, we included four often-used variables as control variables:
firm age, size, nature of the industry, and the educational background of owner and managers. We used
group difference analysis for the nature of the industry (being a categorical variable). We found no
significant difference between any groups. Hence, due to less importance of the variable (the nature of
industry), we dropped it from the control variables. The results indicated that only the age of firms
has a significant influence on SCP, while the size of the firms and the educational background are not
significantly related to SCP.
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12. Results

We conducted descriptive statistics in SPSS to examine the mean, standard deviation (5.D.),
and normality of the sample (see Table 2). Our data are normal as the skewness and kurtosis values
are found in the recommended range +2 [9].

Table 2. Descriptive statistics.

Factors Minimum Maximum Mean Std. Deviation Skewness Kurtosis
Intellectual Capital 1.72 4.14 3.0640 0.34845 —0.450 1.377
Financial Literacy 2.25 4.65 3.5045 0.33563 0.073 2.843
Business Experience 2.02 4.49 3.3116 0.36348 —0.041 0.667
Resource Acquisition 1.90 433 3.2332 0.40908 —0.232 0.842
SCP 2.26 498 3.7958 0.42390 —0.556 2.108

13. Confirmatory Factor Analysis

Standardized factor loading, validity, and reliability of the data were checked in the measurement
model (see Figure 2). All items have an acceptable standardized factor loading (above 0.70) and
were significantly aligned (p < 0.001) with the respective factor (see Table 3). The model fits such as
x2/df =2.437, GFI = 0.84, AGFI = 0.81, TLI = 0.91, NFI = 0.88, RM = 0.014, and RMSEA = 0.061 values
are found in the acceptable range (e.g., [78,79]).

37

>

Figure 2. Measurement model.
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Table 3. Standardized factor loading.
Sr. No. Variables and Items Estimate
Intellectual Capital
ic6 A clear strategy for developing knowledge 0.661
ic5 Explicit recognition of knowledge as a key factor of strategic planning 0.756
ic4 Benchmarking strategy knowledge against that of competitors 0.846
ic3 Proper evaluation of knowledge and competences 0.699
ic2 knowledge and competencies that are more relevant for objectives 0.753
icl Core knowledge 0.594
Financial Literacy

f13 The manager of this business has basic accounting knowledge 0.688
fl12 We have skills of minimizing losses by minimizing bad debts 0.713
fl11 We have required skills to ascertain the financial trends of the firm 0.665
fl10 The firm is able to correctly calculate interest rates on my loan payments 0.765
f19 We are aware of the costs and benefits of accessing credit 0.724
f8 We are aware of the operations of lending firms relating to our financial needs 0.732
f17 The entrepreneur can prepare basic books of accounts 0.705
fl6 My enterprise operates a savings account 0.711
f15 The management of this business can compute the cost of its loan funds 0.668

fl4 My enterprise has bought formal insurance for our businesses dropped
fI3 We receive training on proper bookkeeping skills 0.635

fI2 My enterprise makes monthly income returns to the lender dropped

fl1 We have the ability to analyze our financial performance periodically dropped

Business Experience
beb Domestic business experience 0.741
be4 Exports and imports experience 0.756
be3 Problem-solving experience 0.671
be2 Decision-making experience 0.781
bel Resource management and utilization experience 0.839
Resource Acquisition
ra6 Financial support 0.790
rad Business strategy advise 0.746
ra4 Social capital 0.835
ra3 Physical resources (e.g., technologies, equipment, etc.) 0.823
ra2 Corporate social responsibility 0.912
ral Industry information 0.878
Sustainable Competitive Performance

scp8 Return on investment (ROI) 0.907
scp7 Profits as a percentage of sales 0.759
scp6 Decreasing product or service delivery cycle time 0.745
scp5 Rapid response to market demand 0.920
scp4 Rapid confirmation of customer orders 0.732
scp3 Increasing customer satisfaction 0.929
scp2 Increasing profit growth rates and growing market shares 0.774
scpl In reducing operating costs 0.793

Convergent validity, discriminant validity, and composite reliability (CR) are shown in Table 4.
Convergent validity was executed and confirmed that each factor has acceptable convergent validity
(above 0.50). In other words, the value higher than 0.50 shows the sufficient average variance extracted
(AVE) by the items [78,79]. Discriminant validity (the square root of AVE) also provided an acceptable
value (above 0.70) for all factors [78]. Additionally, CR was assessed to examine the internal consistency
of the factors. CR also showed an acceptable value (greater than 0.70) as per the recommendation
of [80]. Cronbach’s alpha of all the factors is higher than the cut-off threshold (0.70), which indicates
satisfactory reliability [78].
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Table 4. Correlation.

Factors Alpha AVE CR 1 2 3 4 5 6 7 8
1. Age - - - -
2. Size - - - 0.063 -
3. education - - - —0.039 —0.018
4. Intellectual Capital 0.77 052 087 0182  —0.008 0.080 0.72
5. Financial Literacy 0.92 050 091 02947 0.025 0.011 0.355 ™ 0.70
6. Business Experience 087 058 087 02277 0051 —0.026 02777 0.622" 0.76
7. Resource Acquisition 0.93 069 093 02147 0.060 0.010  0268" 0367 0450 0.83
8. SCP 0.94 068 094  0458" 0.057 0.057 03997 05997 0470" 04777  0.82

** Correlation is significant at the 0.01 level (2-tailed). CR = composite reliability. The bold value that is parallel to
correlation shows /AVE.

14. Correlation Coefficients

Table 4 shows correlation coefficients of the sample executed in SPSS. We found a significant
positive correlation between IC and resource acquisition (r = 0.268, p < 0.01), a significant positive
correlation between IC and SCP (r = 0.399, p < 0.01), a significant positive correlation between financial
literacy and resource acquisition (r = 0.367, p < 0.01), a significant positive correlation between financial
literacy and SCP (r = 0.599, p < 0.01), a significant positive correlation between business experience and
resource acquisition (r = 0.450, p < 0.01), a significant positive correlation between business experience
and SCP (r = 0.470, p < 0.01), and finally a significant positive correlation between resource acquisition
and SCP (r = 0.477, p < 0.01).

15. Common Method Bias

This research is based on cross-sectional data (e.g., data collected through a single source, from the
same respondent on the same time), which may create a common method bias [81]. To check the
issue of prejudice, we executed Harman'’s one-factor test in SPSS using principal component analysis.
We encountered five factors that have an eigenvalue greater than 1. The first factor explained only
34.36% variance that is lower than 50%. Thus, we confirmed the non-existence of the common method
problem in this research.

16. Structural Model

Hypotheses of the research were tested in the structural model. To articulate the results in a better
way, we conducted separate models for mediator and moderators.

16.1. Structural Model 1

The first structural model (see Figure 3) was performed to check the mediating role of resource
acquisition between IC and SCP. We confirmed the model fits such as x2/df = 3.476, GFI = 0.97,
AGFI = 0.94, TLI = 0.85, NFI = 0.88, RM = 0.030, and RMSEA = 0.08, as recommended by Hair et al. [78]
and Hu and Bentler [79].

The results show (see Table 5) that IC has a significant influence on SCP (3 = 0.201, p < 0.05) that
supported H1. IC also has a significant influence on resource acquisition (3 = 0.246, p < 0.05) and thus
supported H2. Resource acquisition has a significant impact on SCP (3 = 0.333, p < 0.05), which also
supported H3. Moreover, the indirect impact of IC on SCP is significant (3 = 0.081, p < 0.05), while the
direct impact of IC on SCP remained significant (e.g., p = 0.26, p < 0.05), which partially supported H4.

In the control variables, the age of the firms and education have a significant influence on SCP,
while the size of firms does not. The square shows that the 39% variance in SCP can be explained by
IC when resource acquisition plays a mediating role.
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Figure 3. Structural Model 1.

Table 5. Hypotheses testing (mediation).

Hypotheses Direct p Indirect p Total p
Effect Effect Effect

SCP <—int. capital (through resource acquisition) ~ 0.201 0.001 0.082 0.000 0.246 0.001
Resource acquisition <—Intellectual capital 0.246  0.001 - - 0.246 0.001
SCP <—Resource acquisition 0.333 0.001 - - 0.333 0.001
SCP <—Age 0.353  0.001 - - 0.353 0.001
SCP <—Size 0.025  0.636 - - 0.025 0.636
SCP <—Education 0.278 0.001 - - 0.278 0.001

16.2. Structural Model 2

The second structural model (see Figure 4) was performed for testing the moderating role of
financial literacy and business experience between IC and resource acquisition. The results show (see
Table 6) that financial literacy has a significant influence on resource acquisition (3 = 0.39, p < 0.05)
supporting H5. However, financial literacy as a moderator (e.g., IC x FL) does not significantly
moderate the relation between IC and resource acquisition (3 = 0.015, p > 0.05), which does not support
H7. The size of firms as a control variable has a significant impact, while the age of firms has no
significant influence on resource acquisition. R square indicates that the 16% variance is explained by
resource acquisition when financial literacy has interacted with IC.
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Figure 4. Structural Model 2. (Note: The values 0.19, 0.32, and 0.07 are standardized weight. In Table 6,
the values are unstandardized). x = shows interaction/multiplication of IC and financial literacy.

Table 6. Hypotheses testing (moderating role of financial literacy).

Hypotheses Estimate S.E. CR p
Resource acquisition <— Intellectual capital 0.226 0.055 4.134 0.000
Resource acquisition <— Financial Literacy 0.390 0.057  6.863 0.000
Resource acquisition <— IC xFL 0.015 0.010 1.424 0.155
Resource acquisition <— Age 0.052 0.024 2165 0.030
Resource acquisition <— Size 0.014 0.013  1.038 0.299

Note: IC = intellectual capital, FL = Financial literacy.

16.3. Structural Model 3

This structural model (see Figure 5) was executed to assess the moderating role of business
experience between IC and resource acquisition. The results show (see Table 7) that business experience
has a significant influence on resource acquisition ( = 0.251, p < 0.05), which supports H6. Business
experience as a moderator (IC x BE) also significantly moderates the relation between IC and resource
acquisition (3 = 0.035, p < 0.05), which supports H8. The age and size of firms as control variables
are not significantly associated with resource acquisition. R square shows that the 13% variance in
resource acquisition is explained by the moderating role played by the business experience interacting
with IC.

Intellectual Capital 0.14 ]

. J 0.13

s ~ ™)
. ) 0.24 Resources

Business Experience > o

. J Acauisition

0.20
”~ 1 - k.
IC x BE
- s 0.09 0.04
Age Size

Figure 5. Structural Model 3.

Table 7. Hypotheses testing (moderating role business experience).

Hypothesis Estimate S.E. CR 4
Resource acquisition <— Size 0.010 0.013  0.782 0.434
Resource acquisition <— Age 0.043 0.023 1.863 0.062
Resource acquisition <— Intellectual capital 0.149 0.052  2.852 0.004
Resource acquisition <— Business experience 0.251 0.050  5.003 0.000
Resource acquisition <— IC x BE 0.035 0.008  4.240 0.000

Note: IC = intellectual capital, BE = Business experience
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17. Discussion

Our research found that IC significantly contributes to resource acquisition and SCP and thus
supports H1 and H2. This is in line with prior studies where Khan, Yang, and Waheed [4] argued
that intangible resources such as IC could help firms to utilize their resources efficiently to gain SCP.
Moreover, Kamukama and Sulait [22] claimed that IC (such as human capital, structural capital,
and relational capital) helps firms in establishing a sustainable competitive position in turbulent
markets. In a similar context, our research favors Lee et al. [37], who investigated whether IC helps
firms to gain tangible and intangible means. These resources, in turn, can lead to SCP (e.g., [8,42]),
thus supporting H3. In addition to this, we conclude a partial mediating role of resource acquisition
between IC and SCP, which partially supports H4.

The direct influence of financial literacy on resource acquisition shows significant value,
which supports H5. However, financial literacy does not significantly moderate the relation between
IC and resource acquisition, which does not support H7. Unlike Mestry [70] and Yang, Ishtiaq,
and Anwar [49], who demonstrated a significant role of financial literacy in managing and utilizing
resources, we found that financial literacy does not significantly help top managers to acquire rare,
unique, and immutable resources. Senior managers of Pakistani firms likely have low financial literacy,
which may hinder their venture’s growth. For instance, in a survey conducted by Klapper et al. [82],
conducted to examine financial literacy across the globe, Pakistan shows the lowest rate of financial
literacy. However, we found that business experience enables top management to acquire scarce
resources and strengthens the relation between IC and resource acquisition, thus supporting H6 and
H8. The same results are discussed by Murray, Hallen, and Kotha [13]: business experience helps
management to secure resources effectively. Moreover, it is argued that experience in business and
industries enables top managers and founders to acquire both financial and non-financial external
resources that are essential for the survival of new ventures [72]. We confirmed that experience
directly, and as a moderator, helps SMEs in resource acquisition. In general, IC directly influences
resource acquisition and requires the support of top management experience. However, our results
indicate that IC does not significantly need the support of financial literacy (as a moderator) to acquire
external resources.

18. Conclusions

In the current era of globalization, staying competitive in the long run has become a challenge for
business and non-business organizations. SMEs especially, due to the limited resources and support,
are unable to respond to the external pressure and competition. Hence, owners and managers of SMEs
often hunt for less expensive and less costly resources that can facilitate sustainable performance.
As stated earlier, SMEs are probably unable to invest in physical means due to their limited budgets.
Hence, intangible resources may be the best option on this occasion. However, little is known about the
role of intangible skills in acquiring external resources (tangible and intangible) that are essential for
competitiveness. This research aims to learn about top management’s intangible skills and resources
that play a significant role in accessing external tangible and intangible resources, which in turn can
boost firms” SCP. Based on the RBV and upper echelon theory, this study examines the role of IC in SCP
with a mediating role of resource acquisition. We also tested the moderating role of financial literacy
and business experience of top management between IC and resource acquisition. To test the model,
we collected data through a structured questionnaire (e.g., hard copy) from 384 owners/managers
of Pakistani SMEs. The analyses of this research were done through structural equation modeling in
AMOS. The results indicate that IC significantly helps in resource acquisition and contributes to SCP.
Resource acquisition significant improves SCP and partially mediates the relations between IC and
SCP. Financial literacy is a significant predictor of resource acquisition, but, as a moderator, it does not
significantly strengthen the relation between IC and SCP. Our findings suggest that SMEs can acquire
tangible and intangible resources through top management capabilities. For instance, Jiang et al. [8]
concluded that senior management entrepreneurial abilities enable them to acquire external resources
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that in turn affect financial performance. This research argues that financially literate managers are
more capable of accessing unique, rare, and immutable resources as compared to limited financial
management skills [55]. Additionally, we also confirmed the prominent role of business experience in
acquiring external resources. Similar results have been derived by Reimer et al. [74], who hypothesized
a significant role of business experience in scanning external environmental pressure and observing
useful resources. Overall, we affirm that intangible skills enable firms to access scarce resources that
are necessary for SCP. Business experience significantly boosts resource acquisition and strengthens
the path between IC and SCP substantially.

18.1. Contributions of This Study

Based on the RBV and upper echelon theory, this study examines the role of top management
intangible skills and capabilities in SCP. However, prior studies have discussed a variety of factors (such
as networking, financial capacity, IT capabilities, entrepreneurial orientation, dynamic capabilities,
etc.) in the success and performance of SMEs (e.g., [8,9,18]). However, this research targets the
under-discussed zone, e.g., intangible skills such as IC, financial literacy, and business experience
toward resource acquisition and SCP. More precisely, this research examines the influence of IC on SCP
and whether resource acquisition mediates the relation. Moreover, we also checked the moderating
role of financial literacy and business experience between IC and resource acquisition. We favor the
theme of RBV theory by examining the intangible resources of a firm and found that unique resources
can lead to a sustainable competitive advantage over other firms [2]. Our research also supports upper
echelon theory in terms of top management skills such as IC, financial literacy, and business experience
that are crucial for managing resources and gaining high performance.

This research enables the Small and Medium Enterprises Authority (SMEDA)—a authority
responsible for SMEs in Pakistan—to modify their internal policies and strategies to support SMEs in
acquiring useful tangible and intangible resources. For instance, Anwar and Shah [1] reported that
more than 50% of firms fail in the initial stage due to a lack of resources and support. The high failure
ratio behooves the SMEDA and other responsible authorities to provide adequate resources to SMEs,
which in turn will contribute to economic performance and employment.

18.2. Implications

Our research shows that IC—being an intangible factor—facilitates SMEs in accessing rare, unique,
and immutable external resources that boost financial performance. Top management in emerging
economies needs to be intellectual to acquire scarce resources. Compared to other skills and resources,
IC is deemed less expensive and convenient [18] and can affect firms’ performance. Hence, firms,
especially SMEs, are required to focus on IC instead of emphasizing expensive resources. In addition
to IC, business experience also significantly enriches resource acquisition and SCP. Firms are advised
to retain experienced managers who can help in accessing useful means. For instance, it is argued
that firms’ competitiveness and economic performance can be enhanced through top management’s
intellectual and social abilities. However, experience is considered an excellent factor in strengthening
the relation efficiently [75]. Our results show that financial literacy can significantly influence resource
acquisition, but the moderating role of financial literacy between IC and resource acquisition is not
significant. Considering the direct role of financial literacy, we recommend financial training, seminars,
and workshops to be arranged for the top management team to improve their financial skills. Especially,
managers in Pakistan need adequate financial skills to improve their firms’ operational activities and
resources so as to gain high profit.

18.3. Limitations and Future Research Direction

The results of this research are based on cross-sectional data and are constrained to a snapshot
in time. This limitation can be addressed through longitudinal data sets in future research. Similarly,
the results are confined to the emerging market in Pakistan only, while the collection of data from other
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emerging markets (especially China) can provide useful insights to SMEs. A structured questionnaire
that is used in this research restricts respondents to given options. We recommend a qualitative
approach or an interview-based study to ask open-ended questions in future studies that can provide
unexplored insights. Looking at our research model, we tested the role of IC instead of each dimension,
e.g., human capital, relational capital, and structural capital, in resource acquisition that can give
beneficial outputs. However, RBV theory [2] states the role of both tangible and intangible resources
in firms’ competitive advantage. For the parsimonious reason, we also recommend the role of IC in
accessing physical and intangible external resources. Additionally, we only tested specific intangible
skills: IC, financial literacy, and business experience in this research. However, other intangible
skills and resources, such as knowledge sharing, industry information, and decision-making ability,
can be tested in this perspective. We recommend testing the role of intangible skills separately in the
acquisition of external tangible and intangible resources. Lastly, the tangible skills of top managers
that have remained out of focus in this research can be considered in future studies to discover which
types of intangible and physical resources are crucial for venture success.
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