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Capable but not able: The effect of institutional context and search
breadth on the absorptive capacity-corporate entrepreneurship

relationship
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1.4 DISCUSSION

The main purpose of this study was to investigate how the impact of absorptive capacity on
corporate entrepreneurship might be subject to the firm’s institutional market orientation and
external knowledge search breadth. The findings indicate absorptive capacity is positively
associated with corporate entrepreneurship, providing support for hypothesis 1. This is
consistent with prior studies contending that absorptive capacity should contribute to
innovative activities in companies through enriching their stocks of knowledge (Chen, Lin, &
Chang, 2009; Cohen & Levinthal, 1990; McKelvie, Wiklund, & Short, 2007). These results
firstly extend the corporate entrepreneurship literature through empirically testing the
suggestion that absorptive capacity stimulates corporate entrepreneurship by facilitating the
infusion of new knowledge within value creation processes in firms (Teng, 2007; Zahra, et al.,
2009). It also adds to the literature of absorptive capacity by connecting absorptive capacity to
other dimensions than innovation in products and services (Lane, Koka, & Pathak, 2006) such
as business venturing and strategic renewal activities. Scholars suggests that absorptive
capacity can lead to any commercial ends to which knowledge is used (Cohen & Levinthal,
1990; Zahra & George, 2002).
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