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ABSTRACT

Innovation capacity is a concept that, under the influence of various factors, plays an
important role in increasing the probability of success of the innovation process. The
purpose of this paper is to investigate the effect of innovation capacity on innovative
performance in start-ups in Fintech, emphasizing the role of absorptive capacity and
learning capability. The present paper based on a deductive approach that has analyzed
this issue by using structural equation modelling method. The statistical population
consists of individuals in 48 member companies of the Iranian FinTech Startup Business
Association, based on which the number was 279, and the sample size was 160 using IBM
Sample Power software. The results showed that innovation capacity has a positive and
significant effect on innovative performance. Also, while learning ability has affected both
dimensions of absorptive capacity only realized absorptive capacity had a positive and

significant effect on innovative performance and innovation capacity.
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INTRODUCTION

Today, start-ups play an important role in the market, and one of their most
important goals is to stimulate innovation and entrepreneurship (Ten Buuren, 2017).
Although start-ups have more innovative capacities than the existing ones, they often
face huge difficulties in innovating or commercializing inventions. (Neyens, Faems &
Sels, 2010, 392-410). Only 1 out of 12 businesses based on entrepreneurship and
innovation succeeds (Gao, Aim & Findings, 2019) and a total of 94% of managers are
dissatisfied with their innovation performance (Christensen, 2016, 54-62). In a
dynamic environment, a company's innovation performance depends on its absorptive
knowledge capacity (Yaseen, 2020). Because the acquisition and diffusion of
knowledge affect innovation, and the greater the diversity of knowledge, the better
and more effective the emergence of innovation (Darroch, 2005), from an
organizational learning perspective, innovation capacity may play a key role in
translating externally absorbed knowledge into innovation performance (Yang & Tsai,
2019, 117-130). Therefore, in order to increase the probability of success of the
innovation process in start-ups, it is necessary to pay attention to improving
innovation capacity and Absorptive capacity at the same time so that innovative
efforts can be used to improve innovation performance.

PURPOSE

The purpose of this study is to investigate the impact of innovation capacity on
innovative performance in fintech start-ups. In fact, in this study, we have examined
this issue by emphasizing the role of absorptive capacity and organizational learning
capability.
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Chart 1. Conceptual Model of Research



METHODOLOGY

This article is a quantitative, applied and cross-sectional research and is based on
the deductive approach. The sampling method is probability and simple random.
IBM SAMPLE POWER software was used to determine the statistical sample size.
The strategy for collecting quantitative data is in the survey. Statistical analysis of
the data was performed using the structural equation modelling technique with a
partial least squares approach and by SMART-PLS software.

RESULT

The results showed that innovation capacity has a positive and significant effect on
innovation performance. Despite the effect of learning capability on both
dimensions of absorptive capacity and the effect of potential absorptive capacity on
realized absorptive capacity, only actual absorptive capacity affects performance and
innovation capacity.

Table 1. Test results of hypotheses and path coefficients

Path
Result T.Value P.Value . causal path Hypotheses
coefficient
potential )
L. . learning
significant ~ 11.488 0.000 0.611 absorptive <« I H1
. capability
capacity
realized .
o . learning
significant ~ 8.866 0.000 0.524 absorptive < n H2
) capability
capacity
realized potential
significant ~ 5.631 0.000 0.332 absorptive < absorptive H3
capacity capacity
) ) potential
Non- innovation
L 1.640 0.122 0.158 . < absorptive H4
significant capacity .
capacity
) i realized
innovation
significant ~ 6.980 0.000 0.533 . < absorptive H5
capacity .
capacity
) ) potential
Non- innovation
L 1.232 0.201 0.115 <« absorptive Heé
significant performance ;
capacity
. . realized
L innovation A
significant ~ 3.002 0.003 0.282 ¢ absorptive  H7
performance ;
capacity
innovation innovation
significant ~ 5.906 0.000 0.409 < Hs8
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DISCUSSION

According to the results, it can be said that start-up companies have a better ability
to learn from external knowledge resources due to their knowledgeable employees.
Employees' prior knowledge makes acquiring and absorbing knowledge better and
faster and enhances the absorptive capacity. Despite this, the need for rapid growth,
which is part of the nature of start-ups, makes them spend less time absorbing new
knowledge. Their emphasis is more on using and utilizing the current knowledge of
members to achieve high performance in innovation. Therefore, utilizing the
existing knowledge in the company (realized absorptive capacity) improves the
capacity and performance of innovation in these companies.

CONCLUSION

It can be concluded that the innovation performance of start-ups is strongly related
to the probability of failure of the innovation process. Innovation capacity, which is
a firm's potential ability to innovate, can increase innovation performance. That is
why achieving a high capacity for innovation is essential for start-ups. To achieve
this goal, start-ups must consider learning as a continuous process that increases the
absorptive capacity, the level of knowledge of the company, performance, capability
of existing employees and promotes creativity and innovation. Also, hiring
knowledgeable employees can stimulate the capacity to absorb and facilitate the
learning process and thus increases the capacity for innovation in these companies.

NOVELTY

Past studies on the capacity and performance of innovation have been conducted on
SME and large enterprises. The present article examines this issue in FinTech start-
ups and emphasizes the role of Absorptive capacity and learning capability
according to the nature of these companies. Also, in order to better study the issue,
the role of potential Absorptive capacity and realized Absorptive capacity has been
dealt with independently and simultaneously. The most important limitation of the
present study is the small statistical population of FinTech start-up companies in
Iran. Due to the short history of FinTech start-ups in Iran, this study examines new
dimensions of the concept of innovation in them and tries to fill the research gap
for start-ups. Start-ups can use the model presented in the article in various fields.
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1. Jansen & Van Den Bosch & Volberda
2. Cohen

3. Wang & Han

4. Cassol & Gongalo & Ruas

5. Escribano & Fosfuri & Tribé

6. Leal-Rodriguez
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1. Choi & Lim

2. Khamseh & Marei
3. Prajogo & Ahmed
4. Buyiikbese
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1. Deductive Approach
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1. IBM Sample Power

2. Factor Loadings

3. Reliability

4. Convergent Validity
5. Discriminant Validity
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1. Cross Loading
2. Fornell & Larcker
3. Heterotrait-Monotrait Ratio (HTMT)
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1. Construct Cross Validated Communality (Cv.Com)
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1. Cross Validity Redundancy (Cv.Red)
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