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Abstract

Research on SMESs highlights their limited resources and the influential role of SMEs’ owners/managers. In this respect, scholars stressed
the importance of different capabilities possessed by owners/managers of SMEs in developing a competitive position and enhancing
firm performance. This study intended to examine the direct influence of two fundamental capabilities: financial literacy and networking
competency possessed by owners/managers of SMEs in China and the United Arab Emirate (UAE) on SMEs’ financial performance.
In addition, this research tested the moderating impact of market orientation. The quantitative research method was employed by
administering structured questionnaires. A total of 150 and 120 questionnaires were collected from owners/managers of SMEs in China and
UAE. Structural equation modeling was used for data analysis using Smart-Pls. Findings revealed that SMEs’ financial performance was
positively related to maintaining financial literacy and networking competency in both samples. Further, market orientation was found to
strengthen the positive impact of financial literacy and networking competency on SMEs’ financial performance in China. However, market
orientation had a significant moderating impact only on the relationship between networking and the financial performance of SMEs in the
UAE. This paper ends with providing a set of concluding remarks, recommendations, and potential areas of further research.
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on SMEs’ performance highlighted a set of managerial
capabilities such as managerial skills and their significant
impact on the efficient utilization of organizational resources
and firm performance (Ahmad & Ahmad, 2021), digital
literacy (Sariwulan et al., 2020), and innovation capabilities
(Ali et al., 2020).

Owners/managers of SMEs need to possess a set of
capabilities to survive and establish a competitive position
in today’s uncertain business environment. Financial
literacy is advocated as an essential capability with a
positive impact on firm performance (Eniola & Entebang,
2017), and essential for undertaking business decisions and
achieving a firm’s success (Adomako & Danso, 2014).

In addition, SMEs need to possess networking capabi-
lities to create value through generating and accessing
a variety of resources, such as new knowledge (Hoang &

1. Introduction

SME:s are often considered the engine of global growth,
job creation, and human development, particularly in
developing nations (Ombongi & Long, 2018; Tuffour et al.,
2020). Despite their influential role in economic development,
research showed that SMEs are underperforming and
maintain limited market share (Ye & Kulathunga, 2019;
Omiunu, 2019).

Recognizing the constant change in the business
environment and limited resources of SMESs, research
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Yi, 2015). SMEs need to constantly build and adjust their
networks to remain competitive and adapt to continuous
market changes (Eberhard & Craig, 2013). Therefore, this
research builds on the assumption that managers of SMEs
who maintain distinctive financial literacy and networking
competencies would maintain a favorable financial
performance. Further, this study argues that the presence of
market orientation would strengthen the impact of financial



342 Hazem ALI, Yanchao LI/ Journal of Asian Finance, Economics and Business Vol 8 No 10 (2021) 0341-0352

literacy and networking competency on SMEs’ financial
performance.

Extant literature showed that market orientation
is positively linked to SMEs’ performance (Hassen &
Singh, 2020; Ledwith & O’Dwyer, 2009), and the firm’s
long-term success and survival (Vieira, 2010). SMEs in
developing economies should adopt the market orientation
idea to cope with the demands of a dynamic business
environment (Sriayudha et al., 2020).

This research builds on the assumption that owners/
managers are the dominant decision-makers and responsible
for the survival and growth of SMEs. This indicates that
SMEs are dominated and controlled by one individual which
is different from larger companies that are controlled and
run by a management team. In this regard, the current study
intends to examine the impact of possessing networking
competencies and financial literacy on influencing SMEs’
financial performance as well as the potential moderating
impact of market orientation on this relationship.

The remaining of this paper is divided into three sections.
First, a review of literature and hypotheses development.
Second, explaining research method, data collection
procedure, and data analysis techniques. Third, reporting
findings and providing a discussion of current findings in
relation to existing literature. Finally, the concluding section
draws a set of concluding remarks, identifies research
limitations, proposes a set of recommendations, and
determines areas of further research.

2. Literature Review and Hypotheses
Development

2.1. Financial Literacy and SMEs’
Financial Performance

Several studies indicated the positive influence of
financial literacy and SMEs’ performance. (Agyapong
& Attram, 2019; Agyei, 2018; Huston, 2010; Lusardi
& Mitchell, 2014; Tuffour et al., 2020). Based on data
collected from 319 chief financial officers (CFOs) in
Sri Lankan SMEs, Kulathunga et al. (2020) found that
financial literacy improves SMEs’ performance and
resource management. By expanding organizations’
knowledge base, financial literacy would enable and boost
the performance of SMEs in this complex business climate
(Lusardi & Mitchell, 2014).

The majority of financial blunders are caused by a lack
of financial literacy (Lusardi & Mitchell, 2014; Bunyaminu
et al., 2019). Huston (2010) emphasized the importance
of increased financial literacy in coping with ongoing
economic shifts. Budgeting literacy, debt management
literacy, accounting literacy, and saving literacy all
have a positive and significant impact on the financial
performance of medium-sized businesses (Jemal, 2019).

Financial literacy boosts business performance, particularly
when resources are flexible and entrepreneurs have easy
access to capital (Adomako & Danso, 2014). Financial
literacy represents a key factor in managerial decision-
making as well as strategic, long-term financial planning
(Allgood & Walstad, 2016).

Financial literacy has a significant favorable influence
on financial access and firm performance (Mabula &
Ping, 2018). Financial literacy may assist business
owners and managers to be more innovative in their use
of credit and debt, budget monitoring, timely raw material
acquisition, production, fixed and variable costs, and stock
management (Reich & Berman 2015). Tuffour et al. (2020)
indicated that the three dimensions of financial literacy:
awareness, attitude, and knowledge have a considerable
favorable impact on both financial and non-financial
outcomes. Overall, we may argue that SMEs with a strong
financial literacy can achieve higher financial performance.
Therefore, the first research hypothesis is set as follows:

HI1: Manager's financial literacy has a positive impact
on SMEs’ Financial Performance.

2.2. Networking Competency and SMESs’
Financial Performance

The research emphasized building networks, especially
for SMEs. Networking competency is defined as a firm’s
ability to build, manage, and deal with interactions with
different types of relationships such as suppliers, customers,
and other organizations (Ritter et al., 2002). Several studies
established the positive relationship between network
competency and firms’ financial performance (Chen et al.,
2007; Lechner & Gudmundsson, 2016; Sajilan & Tehseen,
2019; Semrau & Sigmund, 2012).

Networking competency allows businesses to stay
competitive in the market (Parida et al., 2016), and enhance
new market entry (Nuryakin & Ardyan, 2018). Zacca et al.
(2015) found that networking competency had a significant
impact on SMEs’ performance through knowledge creation
and entrepreneurial orientation in UAE.

Strong networks allow entrepreneurs and their businesses
to collect market intelligence and problem-solving ideas,
as well as learn new skills and gain moral and technical
support (Messersmith & Wales, 2011). However, Kheng and
Minai (2015) indicated that networking had an insignificant
impact on the performance and success of Malaysian
Chinese SMEs. Accordingly, this research predicts a positive
relationship between networking competency and SMEs’
financial performance and set the second research hypothesis
as follows:

H2: SMEs’ Financial Performance is positively linked
with manager s networking competency.
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2.3. Moderating Role of Market Orientation

SMEs’ owners/managers need to maintain sufficient
awareness of market characteristics and changes. Morgan
et al. (2009) argued that market orientation should be
used in conjunction with other business competencies
to ensure better firm performance. Market orientation
can help a company better relate its resources and skills
to its consumers’ requirements. SMEs with a high level
of market orientation maintain better knowledge and
adaptation to emerging market trends (Raju et al., 2011;
Menguc & Auh, 2006). Further, market orientation allows
SMEs to promote productivity increases as well as more
communication, collaboration, and coordination amongst
inter-functional areas with fewer distances between
personnel to give superior customer value (Liao et al.,
2011).

Various studied employed market orientation as a
moderating variable (Hernandez-Linares et al., 2018; Zhou
& Li,2010; Smirnova et al., 2011). For instance, Hernandez-
Linares et al. (2018) underlined that market orientation
moderated the relationship between sensing and learning
capabilities and business performance. Similarly, Cacciolatti
and Lee (2016) indicated that market orientation has a
significant moderating effect on the relationship between
marketing dynamic capabilities and company performance.
Strong customer orientation encourages businesses
to consistently notice and respond to their customers’
requirements and expectations, as well as to adapt and
improve the organization’s performance (Kirca et al., 2005).
Furthermore, market orientation enables businesses to absorb
the shocks posed by dynamic and complicated business
environments while also taking advantage of new business
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Figure 1: Proposed Conceptual Framework

prospects (Buli, 2017). Market orientation dimensions
(customer, competitor, and inter-functional orientation) are
positively related to customers’ satisfaction, responding
effectively to competitors’ actions and enhancing long-term
profitability (Attia, 2013).

Given that previous research has confirmed the positive
moderator effect of market orientation on the marketing
capabilities—performance relationship (Cacciolatti & Lee,
2016; Morgan et al., 2009), we expect market orientation
to have an enhancing role on the financial literacy and
networking competency on— SMEs’ financial performance
link. Accordingly, the following two hypotheses were states
as follows:

H3: Manager'’s market orientation strengthens the
relationship between manager s financial literacy and SMEs’
Financial Performance.

H4: Manager's market orientation strengthens the
relationship between manager s networking competency and
SMEs’ Financial Performance.

Figure 1 explains the proposed conceptual framework.
This study developed and tested two hypotheses to examine
the direct effect of financial literacy and networking
competency on SMEs’ financial performance in China
and the UAE. Further, this research examines the potential
moderating impact of market orientation.

3. Data and Methodology

3.1. Method and Data Collection

This research employs a quantitative research method
and used a survey questionnaire to collect data from owners/
managers of SMEs in China and UAE. The questionnaire
was developed in English and then translated into Chinese.
This research employed a non-probability convenience
sampling due to the coronavirus pandemic, and due to time
and resources limitations. Convenience samples are very
common and indeed are more prominent than samples based
on probability sampling.

This study uses a survey questionnaire to collect primary
data from managers of SMEs pertaining to their financial
literacy and networking competency and their impact
on SMEs’ financial performance using a 5 Likert scale to
evaluate respondents’ answers from 1 “strongly disagree” to
5 “strongly agree”. The survey questionnaire was assessed
by a panel of two organizational behavior professors and
two PhD students in business and management fields. They
recommended minor changes to some items to improve the
clarity and directness of the survey. The final version of the
English questionnaire was developed based on the panel’s
recommendation and translated into Chinese (Mandarin).
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A reverse independent translation from Chinese to English
was performed to undertake minor wording modification
and to ensure consistency.

3.2. Variables Measurement

Financial literacy was measured using Okello et al.
(2017) scale which involved 13 items. Networking
competency was assessed using five items based on Parida
et al. (2016). The moderating variable, market orientation
was measured using Hernandez-Linares et al. (2018) which
includes five items covering organizational orientation
toward understanding customer needs and satisfaction.
Finally, the dependent variable, financial performance
of SMEs was assessed using Tuffour et al. (2020) three
fundamental financial measures: sales, revenues, and
profits.

4. Results and Discussion

Table 1 lists the details of respondents: SME age
group, size, type of industry, and managers’ years of work
experience. Most Chinese and UAE SMEs are engaged
in manufacturing (42% and 32%) and retailing (29% and
31%). Approximately 40% of Chinese SMEs managers
had 11-20 years of work experience and 41% had more

Table 1: SMEs’ Profile
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than 20 years of work experience. In the UAE context,
47% of managers had 11-20 years of work experience
and 36% had more than 20 years of work experience. For
educational qualifications, 58% of Chinese managers had
undergraduate degrees, and 33% hold master’s degree
while 69% of UAE managers have an undergraduate
degree and 27% are holding master’s degree. For firm
size, 42% of Chinese SMEs have 100-150 employees
and 28% have 51-100 employees, while 37% and 35% of
UAE have 100-150 and 51-100 employees respectively.

4.1. Assessment of Measurement Model

This study employs Structural Equation Modeling
(SEM) using Smart-Pls software. Reliability was assessed
using Cronbach alpha and composite reliability. Validity
was assessed based on convergent and discriminant
validity measures using factor loading and correlation
among study variables, as well as the average variance
extraction (AVE). In reporting the results of the proposed
model, the researchers used the estimate path coefficient,
R square (R?), t statistics, and p-value to explain the
direction and strength of the relationship among the study
variables.

The proposed research model and research hypotheses
were tested using Partial Least Squares (PLS) and

UAE Sample Chinese Sample
Item
Frequency % Frequency %
Type of Industry Agriculture 12 10 9 6
Manufacturing 38 32 63 42
Service 29 24 29 19
Retailer 37 31 43 29
Others 4 3 6 4
Years of Work Experience Less than 5 4 3 12 8
5-10 17 14 16 11
11-20 56 47 60 40
More than 20 43 36 62 41
Educational Background Undergraduate 83 69 87 58
Master 32 24 50 33
PhD 5 4 13 9
No. of Employees Less than 50 23 19 21 14
51-100 42 35 42 28
100-150 44 37 63 42
More than 150 11 9 24 16
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employing Smart-PLS 3.2.3 software. PLS-SEM has gained
remarkable attention and is commonly used to test cause-
effect relationships due to its simplicity and effectiveness
to estimate paths for complex models such as mediating,
moderating, and hierarchical models (Hair et al., 2016).
There are four steps used to predict and evaluate the model
parameters including identification of construct composite
scores, correcting construct attenuation, estimating
parameters, and bootstrapping (Henseler et al., 2016).
The evaluation of the measurement model was performed
through testing hypotheses based on the significance level of
regression analysis.

Table 2 reports the descriptive statistics, composite
reliability (CR), and average variance extracted (AVE) for
the latent variables. Researchers need to ensure the reliability
and validity of constructs before embarking on data analysis.
Guided by the use of the SEM method through Smart-Pls,
this research assessed construct reliability based on Cronbach
alpha, and composite reliability values of 0.7 or higher are
considered reliable as indicated by Hair et al. (2016).

In assessing construct validity, this study used
convergent and discriminant validity as recommended.
The convergent validity is recognized when each variable
reported average variance extraction (AVE) above 0.5 while
discriminant validity is recognized when the correlation of
a factor is higher than with any other construct on its scale
(Fornell & Larcker, 1981; Hair et al., 2016). Tables 2 and
3 report the reliability and validity of constructs in Chinese
and UAE samples.
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The reported research findings showed that all constructs
had Cronbach’s alpha values above 0.7. With regard to the
construct validity, the reported AVE and composite reliability
are higher than 0.7 as well.

The internal consistency reliability (CR) showed
satisfactory values ranging between 0.70 and 0.90.
Discriminant validity was tested using Fornell and Larker’s
criterion to ensure that one construct does not correlate
with other constructs. Discriminant validity is achieved
when the reported construct’s square root (average variance
extracted (AVE) is greater than its bi-variate correlations
with other constructs. The reported square roots of AVE
values were higher than their respective inter-construct
correlations which indicates that discriminant validity is
confirmed. Tables 2 and 3 show the results pertaining to
discriminant validity for China and UAE valid samples. It
is evident that the correlation of a factor is higher than with
any other construct on its scale and all factors had higher
loadings than their loaded than corresponding factors on
the same scale.

For the further establishment of discriminant validity,
this study used the Heterotrait-Monotrait Ratio of
Correlations (HTMT). According to Henseler et al. (2016),
this criterion assumes that when two constructs’ indicators
have an HTMT value less than 1, they are different from
each other because their true correlation is different from
1 and HTMT values below 90 are acceptable. It is evident
that discriminant validity is established as summarized in
Tables 4 and 5.

Table 2: Descriptive Statistics, Reliability and Validity of Constructs (China)

Construct Mean | Std. Dev CA CR AVE FL NC MO FP
FL 4.1 1.138 0.839 0.873 0.751* 0.82
NC 3.98 0.098 0.858 0.887 0.736 0.59 0.81
MO 4.29 1.074 0.821 0.857 0.763 0.39 0.76 0.087
FP 4.38 1.142 0.875 0.901 0.741 0.12 0.03 0.06 0.81
FL: financial literacy; NC: networking competencies; MO: market orientation; and FP: financial performance.
*The diagonal elements are the square root of AVE values for each construct.
Table 3: Descriptive Statistics, Reliability and Validity of Constructs (UAE)
Construct Mean | Std. Dev CA CR AVE FL NC MO FP
FL 4.08 1.085 0.857 0.886 0.675 0.73*
NC 4.22 1.132 0.858 0.887 0.736 0.51 0.80
MO 3.87 1.148 0.871 0.903 0.741 0.16 0.07 0.78
FP 4.29 0.097 0.902 0.921 0.761 0.38 0.03 0.17 0.82

FL: financial literacy; NC: networking competencies; MO: market orientation; and FP: financial performance.
* The diagonal elements are the square root of AVE values for each construct.
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Table 4: Measurement Model (China Sample)

Table 5: Measurement Model (UAE Sample)

FL NC MO FP FL NC MO FP
FL 0.863 0.211 0.332 0.389 FL 0.827 0.209 0.341 0.378
0.888 0.147 0.015 0.381 0.862 0.151 0.203 0.383
0.850 0.169 0.036 0.347 0.851 0.199 0.134 0.345
0.821 0.291 0.330 0.258 0.829 0.291 0.231 0.257
0.892 0.193 0.372 0.224 0.893 0.193 0.274 0.225
0.815 0.349 0.400 0.482 0.881 0.349 0.403 0.482
0.824 0.370 0.342 0.510 0.827 0.370 0.247 0.515
0.708 0.466 0.496 0.540 0.719 0.466 0.396 0.541
0.736 0.479 0.542 0.468 0.737 0.479 0.443 0.469
0.876 0.507 0.427 0.338 0.858 0.507 0.425 0.337
0.784 0.427 0.476 0.307 0.793 0.427 0.376 0.308
0.813 0.367 0.379 0.288 0.822 0.367 0.379 0.287
0.783 0.284 0.319 0.337 0.792 0.412 0.319 0.272
NC 0.455 0.792 0.311 0.308 NC 0.453 0.798 0.311 0.304
0.383 0.852 0.265 0.312 0.384 0.841 0.265 0.319
0.386 0.735 0.424 0.427 0.376 0.787 0.424 0.424
0.306 0.807 0.350 0.367 0.336 0.817 0.350 0.363
0.084 0.719 0.378 0.392 0.083 0.785 0.375 0.391
MO 0.042 0.482 0.795 0.384 MO 0.043 0.482 0.794 0.387
0.042 0.510 0.867 0.344 0.047 0.510 0.852 0.343
0.083 0.540 0.897 0.253 -0.019 0.540 0.891 0.252
0.119 0.468 0.885 0.395 0.132 0.468 0.783 0.385
0.161 0.338 0.764 0.406 0.162 0.338 0.862 0.407
FP 0.296 0.307 0.427 0.812 FP 0.295 0.307 0.423 0.829
0.344 0.450 0.367 0.826 0.345 0.451 0.365 0.837
0.263 0.292 0.392 0.804 0.264 0.295 0.397 0.795

FL: financial literacy; NC: networking competencies;
MO: market orientation; and FP: financial performance.

Overall, the assessment of the structural model ensured
that constructs meet reliability and validity standards, and
the issue of common method bias is not a major concern.
The subsequent section reported the results of the structural
model and hypotheses testing based on regression weights
using the coefficient of determination (R?), path coefficient
(estimate), 7T statistics, and P values.

4.2. Results of the Structural Model

The testing of the research model followed two stages
bootstrapping: the independency view model and the
dual processing view model. The independence view
model reported the direct impact of financial literacy and

FL: financial literacy; NC: networking competencies;
MO: market orientation; and FP: financial performance.

networking competency on SMEs’ financial performance
without the inclusion of market orientation as a moderator.
On the other hand, the dual processing model reported the
regression findings with the presence of the moderator
(market orientation). Path coefficient values were obtained
using bootstrapping. Based on reported R? in the Chinese
SMEs’ sample, it was revealed that approximately 46%
in the Chinese context and 41% in the UAE context of
SME financial performance variation can be explained by
financial literacy and networking competencies as shown in
Figures 2 and 3.

The first research hypothesis aimed at testing the
association between financial literacy and SMEs’ financial
performance in Chinese and UAE contexts. For the China
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Figure 3: Independency View Model (UAE Sample)

sample, research findings revealed that path coefficient
value (0.332), t-value was (5.753), and p-value (0.01).
For the UAE sample, the results of the study reported a path
coefficient value of (0.210), ¢ value (2.152), and p-value
(0.05). Accordingly, the first hypothesis is supported in
both samples and this research concluded that manager’s
financial literacy has a significant impact on SMEs’ financial
performance.

The second research hypothesis examined the
relationship between networking competencies and SMEs’
financial performance. For the China sample, research
findings revealed that path coefficient value of (0.189),
t-value (2.871), and p-value (0.01). For the UAE sample,
the results of the study reported a path coefficient value of
(0.264), t value (2.783), and p-value (0.05). Accordingly,
the second hypothesis is accepted in both samples and
this research concluded that networking competencies
have a significant positive impact on SMEs’ financial
performance.

To identify the moderating impact of market orientation,
this research applied the case-wide multiplication to measure

the interaction score values of market orientation and
financial literacy; and market orientation and networking
competencies and inserted it in Smart-PLS as shown in
Figures 4 and 5. The moderating analysis revealed that
market orientation has a positive significant impact on the
relationship between financial literacy and SMEs’ financial
performance (f=0.371,t=4.12, p <0.01).

The inclusion of market orientation as a moderator has
resulted in increasing the value of the path coefficient from
0.213 t0 0.371 and the relationship between financial literacy
and SME financial performance remained significant.
This leads to accepting hypothesis 3 in the Chinese context
and concluding that the relationship between financial
literacy and SMEs’ financial performance is strengthened by
market orientation.

Similarly, the regression findings of market orientation
as a moderator showed that it has a positive significant
impact on the relationship between networking competency
and SMEs’ financial performance (f = 0.284, ¢ = 3.49,
p <0.01). The presence of market orientation as a moderator
has resulted in increasing the value of path coefficient from
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0.197 to 0.284 and the relationship between networking
competency and SME financial performance remained
significant. This leads to accepting hypothesis 4 in the
Chinese valid sample and concluding that the relationship
between networking competency and SMEs’ financial

performance is strengthened by market orientation. In the
UAE context, the moderating analysis showed that market
orientation has an insignificant moderating impact on the
relationship between financial literacy and SMEs’ financial
performance (f=0.137, 1= 1.29, p <.05).
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The inclusion of market orientation as a moderator has
led to a sharp decrease in the value of path coefficient from
0.197 to 0.137, however, the relationship between financial
literacy and SME financial performance is significant. This
indicated that the relationship between financial literacy
and SMEs’ financial performance is not influenced by
the presence of market orientation and thus hypothesis 3
is rejected in the UAE context. On the other hand, market
orientation was found to have a significant positive impact
on the relationship between networking competency and
SMEs’ financial performance (f = 0.261, ¢ = 3.15, p <
0.05). The existence of market orientation has resulted in
increasing the value of path coefficient from 0.208 to 0.261,
and the relationship between networking competency
and SME financial performance remained significant.
Accordingly, hypothesis 4 is accepted in the UAE context
and it is concluded that networking competency and
SMEs financial performance are enhanced by the presence
of market orientation. It was evident that the presence
of market orientation has enhanced the positive impact of
financial literacy and networking competencies on SMEs’
financial performance in Chinese and UAE contexts. Table
6 summarizes the results of the four hypotheses testing for
both samples.

Pertaining to examining the relationship between financial
literacy and SMEs financial performance of SMEs in China
and UAE, a positive significant association was reported.
Such findings are compatible with Agyapong and Attram
(2019) who indicated that financial literacy and a firm’s
financial performance are closely related and recommended
policymakers to create a program and platform aimed at
improving the financial literacy of these owner-managers to
help their businesses perform better.

Similarly, Kulathunga et al. (2020), Agyei (2018), and
Lusardi and Mitchell (2014) showed that financial literacy
improves SMEs’ performance and resource management.
Further, Jemal (2019) underlined that financial literacy skills
such as debt management, budgeting, saving, and accounting
have a favorable and significant impact on the financial
performance of medium-sized businesses. Moreover,
Tuffour et al. (2020) argued that firm financial performance
is positively inked with financial literacy.

Table 6: Summary of Hypotheses Testing (both Samples)

Research findings revealed a positive significant
relationship between networking competencies and
SMEs’ financial performance. This finding is consistent
with Tehseen et al. (2018) who reported that networking
competencies affect Chinese and Indian SMEs’ performance
in the Malaysian context. This triggers businesses to keep
developing close networks to diminish risks through
enhancing their resources and knowledge (Salamzadeh
et al., 2016). Further, various studies revealed a positive
association between networking competencies and SMEs’
financial performance (Sajilan & Tehseen, 2019; Kheng &
Minai, 2015; Nuryakin & Ardyan, 2018).

Further, the research findings revealed a positive
significant impact of market orientation on the relationship
between financial literacy and SMEs’ financial performance
in the Chinese sample only, whereas market orientation was
found to strengthen the association between networking
capabilities and SMEs’ financial performance in both
Chinese and UAE samples. These findings are similar to
the study undertaken by Morgan et al. (2009) who argued
that market orientation should be used in conjunction with
other business competencies to achieve greater company
performance. In addition, market orientation allows SMEs
to acquire better knowledge (Raju et al., 2011), and to
exchange different ideas that improve knowledge-related
activities (Menguc & Auh, 2006). Prior research advocated
the positive moderator effect of market orientation on the
marketing capabilities—performance link (Cacciolatti &
Lee, 2016; Morgan et al., 2009). This study argued that
market orientation has the potential to enhance the positive
impact of financial literacy and networking competencies
on SMEs’ financial performance.

The current findings of this research are compatible
with Cacciolatti and Lee (2016) who reported a significant
moderating effect of market orientation on the relationship
between marketing dynamic capabilities and company
performance. Further, Nasution et al. (2011) argued
that some competencies are also seen to be preceded by
market orientation. Managers/owners who are aware of the
characteristics and trends of their relevant markets, would
make successful financial decisions and build qualified
networks to enhance their performance. Overall, the

Hypothesis China UAE
H1: Manager’s financial literacy has a positive impact on SMEs’ Financial Performance Supported | Supported
H2: SMEs’ Financial Performance is positively linked with manager’s networking competency Supported | Supported
H3: Manager’s market orientation strengthens the relationship between manager’s financial .
. - - Supported Declined
literacy and SMEs’ Financial Performance
H4: Manager’s market orientation strengthens the relationship between manager’s networking
competency and SMEs’ financial Performance Supported | Supported
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proposed research model has extended existing literature
on SMEs’ financial performance in relation to managers’
financial literacy and networking competencies with
emphasis on the moderating impact of market orientation.

5. Conclusion and Recommendations

This research examined the effect of financial
literacy and networking competency on SMEs’ financial
performance in China and UAE with emphasis on the
moderating role of market orientation. Findings showed
that SMEs’ financial performance was positively related to
maintaining financial literacy and networking competency
in both samples. Further, market orientation was found
to strengthen the positive impact of financial literacy and
networking competency on SMEs’ financial performance in
China while market orientation had a significant moderating
impact only on the relationship between networking and
financial performance of SMEs in the UAE.

It is well-known that conducting research maintains
a set of limitations. This study reflects and builds on the
perception and viewpoint of respondents at a certain point in
time and under specific circumstances. The main limitation
is that the study adopted a cross-sectional design which
precludes conclusions about causal relationships between
the variables. Therefore, the present findings are tentative
until replicated in studies with longitudinal designs. Further,
the data collection process occurred during the well-known
corona-virus pandemic which means that the business and
organizational climate might be different from normal
conditions and the sample size was only 150 owners/
managers of SMEs from the Chinese context and 120 from
the UAE context.

Policymakers may provide assistance programs to
help managers/owners of SMEs to develop and enhance
their financial literacy. This may involve the introduction
of some educational-based training programs related to
preparing financial statements, budgeting, fundraising,
and evaluation of investment opportunities. Agyapong
and Attram (2019) proposed that policymakers create a
program and platform aimed at improving the financial
literacy of these owner-managers to help their businesses
perform better. Similarly, Jemal (2019) suggested
that the government invest in training and incorporate
financial literacy concerns into formal education to
improve the financial literacy of medium-sized business
owners. Further, the government may assist SMEs’
owners/managers in simple access to different networks
with other parties such as banks and enhance business
matching opportunities. Moreover, the government
can provide regular reports about customers’ demands,
consumption, and preferences changes through regular
governmental economic-based reports for each industry.

For managers/owners of SMEs, they need to realize
the importance of possessing financial literacy and
networking capabilities. Thus, they should pay attention
to developing and improving such capabilities to enhance
their SMEs’ financial performance. Further, owners/
managers should keep a constant attention to ensure their
market orientation to adapt to emerging changes and face
severe competitive and uncertain business environments.

Future research may investigate how owners/
managers develop their financial literacy and networking
competencies. In addition, empirical research may test
the applicability of the proposed model in other countries
and use a larger sample size. Further, applying qualitative
research methods such as open interviews and case studies
can provide a better understanding of the relationships
between financial literacy, networking, and SMEs’ financial
performance.
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