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Individual and Contextual Determinants of 
Innovation Performance: A Micro-

Foundations Perspective 
 

 
 
Abstract: 
 
Concurrent increase in the degree of competition and access to information makes it both a 
challenge and necessity for firms to develop their ability to sense, seize and exploit 
knowledge-based advantages. Since absorptive capacity reflects an organization’s ability to 
extract innovative ideas from its environment, it plays a critical role in fostering 
intrapreneurship and innovative performance within existing firms. In this paper, we adopt 
micro-foundations perspective and study how goal orientations of employees affect their 
individual-level absorptive capacity, which would in turn shape collective innovative 
performance. Furthermore, we examine conditions under which individuals’ absorptive 
capacities can efficiently aggregate and leads to increased collective innovation performance. 
We tested our theoretical model using an original dataset collected from 648 knowledge 
workers from 126 functional areas. Our analysis show that individuals’ learning and prove 
orientation are important predictors of their absorptive capacity, and that individuals’ 
aggregate absorptive capacity would lead to positive innovation outcomes especially when 
their activities are highly coordinated.  
 
 
 
 
 
 
Keywords: Absorptive Capacity; Goal Orientation; Innovative Performance; Team-level 
Coordination   
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1. INTRODUCTION 
 
Contemporary business environment could aptly be characterized as a world of abundant 

- and somewhat overwhelming- information, where access to raw information is no longer a 

privilege. Amid this data galore, innovation depends on the extent to which firms can 

distinguish between signal and noise.  More specifically, firms’ capacity to remain innovative 

and competitive depends largely on the extent to which their employees are able and willing 

to identify usable external knowledge, select those with high potential, and to integrate newly 

selected knowledge with existing tangible and intangible assets (Teece, 2007). In this regard, 

the concept of absorptive capacity has been widely considered to be one of the critical 

dynamic capabilities that would determine the extent to which firms are able to make the most 

out of information they could obtain from their environment (Patterson & Ambrosini, 2015; 

Zahra & George, 2002). Originally defined as the ability to identify, assimilate, and exploit 

knowledge from the environment (Cohen and Levinthal, 1990), absorptive capacity has 

attracted sustained interest from students of strategic management and innovation (for 

systematic reviews, see Lewin, Massini, & Peeters, 2011; Sun & Anderson, 2010; Volberda, 

Foss, & Lyles, 2010). 

However, extant research displays an explicit macro-level bias by treating absorptive 

capacity as an entirely organizational-level phenomenon (as an exception, see Enkel, Heil, 

Hengstler & Wirth, 2017). Put differently, the fundamental role of individuals in the creation, 

transfer and absorption of knowledge has been mostly set aside. Consequently, very limited 

research has explored what constitutes each individual employee’s ability to recognize, 

understand and utilize new knowledge (i.e., his/her absorptive capacity), and how these 

individual abilities would combine and eventually shape the collective innovative 

performance. This creates a research gap regarding the interaction of individual and 

contextual factors that would consequently shape firms’ innovative capabilities and 
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performance (Hitt et al., 2011; Ryan, Geoghegan & Hilliard, 2018, Wales, Monsen & 

McKelvie, 2011). Existing macro-level bias is especially problematic considering that a firm 

cannot act or exist independently of its individual members. This notion is in line with the 

evolving micro-foundations movement in strategy and organization research, which makes 

the astute observation that “organizations are made up of individuals, and there is no 

organization without individuals […] yet this elementary truth seems to have been lost in the 

increasing focus on structure, routines, capabilities, culture, institutions and various other 

collective conceptualizations in much of recent strategic organization research.” (Felin and 

Foss, 2005:441) Thus, the development of an organization’s innovative ability and 

performance cannot be fully and accurately captured in isolation from the attributes, actions 

and interactions of its individual members.       

In this paper, we aim to address these research gaps by zeroing in on the 

microfoundations of absorptive capacity and innovative performance in team contexts. For 

this, we develop and test a model that considers both individual-level antecedents of 

absorptive capacity and contextual factors that could determine how interactions between 

individuals determine innovative performance of collectives. We argue that there are two 

reasons as to why it is important and valuable to recognize absorptive capacity as an 

individual-level concept, and to examine its antecedents at that level. First, as noted above, 

any endeavor to study collective phenomena (e.g., innovation) without paying due attention to 

its micro-level constituents (e.g., individuals’ dispositions and abilities) would be prone to 

ecological fallacy (see Kim, Wennberg & Croidieu, 2016; Peterson, Arregle & Martin, 2012). 

This would, in turn, lead to incorrect inferences about the actual mechanisms through which 

individual-level action translates into collective level outcomes. Second, examining 

absorptive capacity at the individual-level is valuable and needed to account for inherent 

heterogeneity within organizations in terms of individuals’ disposition, action and capability 
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(Felin, 2012). This way, we can avoid making overly tenuous assumption that human capital 

inside organizations is homogenous (Barney & Felin, 2013).   

We conceptualize and operationalize absorptive capacity as a multidimensional construct, 

which consists of individuals’ ability to recognize, assimilate and exploit new knowledge. Our 

focus on absorptive capacity at the individual level and our multidimensional 

conceptualization is consistent with the fundamental intuition held by Cohen and Levinthal 

(1990), and also closely aligns with the multi-phase (i.e., opportunity recognition, resource 

allocation and exploitation) conceptualization of intrapreneurial process of new idea 

development in large and established firms (see Mahnke, Venzin & Zahra, 2007). Evidently, 

there are myriad of factors (e.g., personality, characteristics, dispositions) that could create 

heterogeneity in individuals’ absorptive capacities. In this paper, we will draw on Goal 

Orientation Theory, which specifically focuses on different types of motivational orientations 

of individual employees in task situations (Elliott & Dweck, 1988, VandeWelle, Brown, 

Cron, & Slocum, 2001). As noted by Alexander & van Knippenberg (2014) examining goal 

orientations provides a fruitful theoretical angle for innovation research since they encompass 

goal choice, adaptive behavioral strategies during goal pursuit, and broader range of 

motivational aspects driving individuals’ action. In particular, we will look at three main 

types of goal orientations: learning orientation (i.e., willingness to seek challenges and 

opportunities for improving knowledge and skills in order to accomplish mastery over task), 

prove orientation (i.e., focus on demonstrating performance and receiving better judgements 

of ability) and avoid orientation (i.e., inclination to avoid instances where there is a risk of 

demonstrating incompetence and unfavorable evaluations). Considering that new knowledge 

absorption basically involves getting out of the routine and comfort zone, it requires strong 

motivation to seek challenges and pursue opportunities for development due to willingness to 

achieve task mastery. Therefore, we expect an individual’s learning orientation to have a 
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positive effect on his/her absorptive capacity. Yet, new knowledge absorption is also 

inherently risky and possibly entails quite many dead-ends. Consequently, it does not always 

lend itself to clear and measurable performance outcomes. Strong prove and avoid orientation 

are not suitable for such and enterprise for they would curb risk-taking proclivity of 

individuals, discourage them from confronting challenging situations and quest after less 

ambitious goals. As a result, we would expect prove and avoid orientation to have negative 

effect on individuals’ absorptive capacity. In this paper, we are interested in the collective 

outcome (i.e., innovative performance) of individuals’ absorptive capacities. As noted by 

Cohen and Levinthal (1990), collective ability to learn and innovate “depends on the links 

across a mosaic of individual capabilities” (p.133). Based on this, we will focus on team-level 

coordination (i.e., the extent to which knowledge processing in a team is orchestrated) as a 

key factor that could positively moderate the link between different dimensions of collective 

absorptive capacity and innovative performance of teams.   

We tested our hypotheses based on a primary dataset collected from 648 individuals 

working in 126 functional areas in a large European manufacturing company and found that 

both learning and prove orientations have positive effect on different dimensions of 

absorptive capacity. Avoid orientation, on the other hand, does not emerge as a significant 

predictor of individual-level absorptive capacity. Our results further reveal that, individuals’ 

collective ability to assimilate and exploit new knowledge is conducive to innovation 

performance of their team especially when their activities are highly coordinated.  

2. THEORETICAL BACKGROUND AND HYPOTHESIS DEVELOPMENT  

The seminal article by Cohen & Levinthal (1990) established absorptive capacity at the 

heart of the organizational learning and knowledge management literatures. Recently, there 

has been a revival of interest in absorptive capacity in strategy and organization research 
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(Lewin et al., 2011; Volberda et al., 2010). Various issues have been discussed in sub-streams 

of absorptive capacity literature, such as the economics and management of innovation, 

business performance, knowledge transfer, and organizational learning (Gupta & 

Govindarajan, 2000; Lane, Salk, & Lyles, 2001; Tsai, 2001). Empirical insights from these 

studies show that absorptive capacity is instrumental to the outcome of knowledge transfer, 

organizational learning efficiency, and firm innovation performance (Argote, McEvily, & 

Reagans, 2003; Cockburn & Henderson, 1998; Lane, Koka, & Pathak, 2006; Lane & 

Lubatkin, 1998; Szulanski, 1996; Tsai, 2001). 

Generally defined as entrepreneurship within an existing organization, intrapreneurship 

refers not only to the creation of new business ventures, but also to other innovative activities 

and orientations such as development of new products, services, technologies and processes 

Antoncic & Hisrich (2003).  Since individual and collective innovative capabilities are 

reflected in the form of intrapreneurial behavior, our aim in this paper is to identify whether 

and how different dimensions of absorptive capacity play role in this process. To that end, we 

will not simply probe into intrapreneurship simply by looking at the personal dispositions of 

individual intrapreneurs (c.f., Shane, 2010, Zhao, Seibert & Lumpkin, 2010). Instead, we 

consider these traits as important antecedents and examine the specific capabilities these 

dispositions and orientations could give rise to. Put differently, we not only ask “who” the 

intrapreneurs are but also investigate what these intrapreneurs are capable of doing in a 

corporate environment. In this regard, we share the same intuition with Urbano, Alvarez and 

Turró (2013) who consider employees’ ability to recognize opportunities as an important 

antecedent of intrapreneurial activities. Here, we extend their line of reasoning by also 

probing into employees’ abilities to understand and act upon these opportunities during 

innovation.  

Considering aforementioned significance and relevance of absorptive capacity for 
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knowledge management, innovation and entrepreneurship, the key goal of this paper is to 

explore individual-level absorptive capacity and the sources of its heterogeneity. Hence we 

examine individuals’ dispositional attributes that are conducive to the development of their 

absorptive capacities. To this end, we build on Goal Orientation Theory, which zeroes in on 

individuals’ orientations for action and defines how and why an individual puts effort into 

achieving various objectives in a given situation (Ames, 1992; Elliott & Dweck, 1988). 

Whereas earlier studies regarded these orientations as situated and context-specific states, 

subsequent research has shown that they are, in fact, stable traits and pervasive dispositions 

(Kaplan & Maehr, 2007).  

Past applications of Goal Orientation Theory in the domain of employee creativity and 

learning have focused on three distinct types of goal orientation. The first one is learning 

orientation, which “fosters an intrinsic interest in the task itself, as challenging work provides 

a means to develop skills and knowledge. It increases the likelihood that people invest effort 

and persevere to complete complex tasks” (Hirst, van Knippenberg, & Zhou, 2009: 261). 

Learning orientation engenders interest in workplace learning, where the individual is curious 

about the material and takes pleasure in mastering it (Meece, Blumenfeld, & Boyle, 1988). 

Learning-oriented employees enjoy discovering how to work more effectively (Ames & 

Archer, 1988). When faced with the challenging and arduous tasks (e.g., identifying, 

understanding and utilizing new ideas/knowledge), learning-oriented individuals tend to 

overcome obstacles by putting in extra time and effort to develop new skills (Dweck, 1999). It 

stands to reason that strong learning orientation cultivates the internal drive for self-

development (Gong, Huang, & Farh, 2009) and that individuals with high learning orientation 

are more motivated to acquire new knowledge and skills (VandeWelle et al., 2001). As noted 

by Yao and Chang (2017: 2044), individuals with high learning orientation “aim to seek 

challenges and master new things, they continually expose themselves to new and external 
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knowledge, even in the areas where they exhibit weakness.” Strong learning orientation 

would not only increase individuals’ tendency to seek out and expose themselves to new 

knowledge, but also induce them to make effective use of newly acquired and assimilated 

knowledge. Past research on educational psychology and individual creativity has consistently 

shown that high learning goal orientation are more likely to develop skills and adopt mental 

models required to bring different parts of knowledge together to generate new ideas as well 

as to put them into practice (Dweck 1986; Gong et al., 2009; Hirst et al., 2009). Yao and 

Chang (2017) further corroborate this by empirically showing that learning goal orientation 

has a positive effect on both potential (i.e., acquisition and assimilation) and realized (i.e., 

transformation and exploitation) absorptive capacity.  In other words, learning orientation 

could increase an individual’s motivation to invest time and effort to develop different 

dimensions of his/her absorptive capacity. Based on this, we hypothesize that:    

H1: The higher an individual’s learning orientation, the higher would be his/her 

capacity to (a) recognize, (b) assimilate and (c) exploit new knowledge. 

Prove orientation (also referred to as approach orientation) pertains to individuals’ focus 

on demonstrating their competence to obtain favorable judgments from others (VandeWalle et 

al., 2001). Employees with strong prove orientation tend to engage in activities leading to 

tangible extrinsic reward and recognition. However, whenever the outcome is not measurable 

and/or not tied to material recognition, their effort and motivation is lower (VandeWalle, 

1997). Hirst et al. (2009) suggest that prove-oriented people are also more responsive to 

external cues linked with tangible rewards and recognition. Hence, they tend to maximize the 

reward for their actions (Button, Mathieu, & Zajac, 1996). As noted by Janssen & van Yperen 

(2004), “[prove-oriented] employees have an extrinsic work motivation in the sense that they 

tend to define success on the job primarily in terms of outperforming others and 

demonstrating superiority” (p.371). This suggests that prove orientation might increase 
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individuals’ motivation to take actions that could yield concrete and measurable returns. 

However, absorbing new knowledge is an inherently uncertain and unpredictable task, which 

is prone to risks of setbacks, errors and failures (Kanter, 1988). Furthermore, introduction of 

new ideas might disturb vested interests residing in the organization, which might lead to 

resistance and skepticism among other employees. Due to these uncertainties and risks, prove-

oriented individuals might be concerned that they would not get deserved recognition and 

rewards for their efforts to seek and identify new knowledge. Yet, since novel ideas might 

bear potential for value creation, individuals with high prove orientation might exert greater 

effort to translate them into actual innovation, which might be instrumental to gain 

acknowledgement from and compare more favorably vis-à-vis their peers. Therefore, prove-

oriented individuals might adopt a selective approach to new knowledge absorption, by 

refraining from risky and uncertain task of seeking novelty whereas placing more attention to 

understanding and applying ideas with innovative potential. Accordingly, we would predict 

that: 

H2a: The higher an individual’s prove orientation, the lower would be his/her 

capacity recognize new knowledge. 

H2b: The higher an individual’s prove orientation, the higher would be his/her 

capacity assimilate and exploit new knowledge. 

The third dispositional dimension specified by Goal Orientation Theory is avoidance 

orientation, which refers to a “focus on avoiding negation of one’s competence and […] 

negative judgments from others” (VandeWalle 1997: 1000). Like prove orientation, 

avoidance orientation reflects an individual’s sensitivity to others’ opinions. However, unlike 

those with strong prove orientation who like to show that they can perform better than others, 

individuals with high avoidance orientation would prefer to avoid risky situations that could 
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undermine their standing in the eyes of others. In other words, they tend to avoid activities 

that might reveal poor performance and thus deprive them of reward (VandeWalle et al., 

2001) –and this could make them more alert to actions that might cause them to lose social 

standing (Elliott & McGregor, 2001). As noted elsewhere, coming up with and championing 

new knowledge are inherently risky endeavors that are highly prone to failure. Therefore, 

ceteris paribus, “avoidance-oriented individuals may shy away from learning activities and 

creative challenges” (Hirst et al., 2009: 284). Even though introduction of a new idea with 

value creating potential could help its champion to gain status and recognition, avoidance-

oriented individuals are more concerned with fear of reputational risks and loss rather than 

being driven by the possibility of garnering favorable judgements. Thus, deterred by the 

possibility of failure with new/novel ideas, individuals with high avoidance orientation would 

more likely to focus their efforts on routine and proven courses of action, which would in turn 

hinder them from improving their capacity to seek out, learn and apply new ideas. Therefore, 

we conjecture that:   

H3: The higher an individual’s avoid orientation, the lower would be his/her 

capacity to (a) recognize, (b) assimilate and (c) exploit new knowledge. 

Our last hypothesis concerns the effect of individuals’ absorptive capacity on collective 

level innovative performance. It has been argued that developing absorptive capacity is not a 

goal, but rather it is a means to achieve desired organizational outcomes. Given that it is often 

seen as the key dynamic capability for innovation, variation in absorptive capacity should be 

seen as a possible explanation regarding heterogeneous degrees of innovation and creativity 

from similar stocks of external knowledge available to organizations operating within the 

same knowledge environment (Cohen & Levinthal, 1990). Based on this reasoning, several 

studies have examined the effect of absorptive capacity on innovative performance of 

organizations (Fosfuri & Tribó, 2008, Spithoven, Clarysse & Knockaert, 2011; Tsai 2001). 
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The empirical results of these studies consistently point out to the positive effect of absorptive 

capacity on innovative performance. 

Important and valuable these findings as they are, considering absorptive capacity as a 

high-order variable comes at the expense of insufficient understanding of microfoundations 

underlying how absorptive capacity is developed and improved in the first place. Seeing 

absorptive capacity simply as a function of cumulative R&D investments (on the 

organizational level) or past knowledge/experience (on the individual level) is not an ideal 

approach since absorptive capacity is a complex and multifaceted concept with distinct 

dimensions that could go beyond cumulative technical knowledge and capabilities (Lane et 

al., 2006; Lewin et al., 2011). Hence, with few notable exceptions (de Araújo Burcharth, Lettl 

& Ulhøi, 2015; Jansen et al., 2005; Zhao & Anand, 2009), past literature has not paid enough 

attention to the organizational and/or individual antecedents enabling effective development 

of collective absorptive capacity. Equally missing in earlier research is the interest in 

contextual factors that contribute to the efficient aggregation and coordination of individuals’ 

absorptive capacities, which would in turn reinforce the development of collective level 

absorptive capacity.    

In this paper, we aim to address lack of explicit theorizing and empirical investigation 

of individual-level antecedents and contextual factors affecting the conversion of individual-

level absorptive capacity to collective outcomes. Since individual members’ skills and 

knowledge interact in a complementary manner (c.f., Roberts, 2007), collective ability to 

develop new knowledge could not be simply the sum of individual members’ absorptive 

capacities (Cohen & Levinthal, 1990; Volberda et al., 2010). Zhao and Anand (2009) lay 

emphasis on coordination among individuals as a possible challenge when new knowledge is 

being collectively absorbed and adapted. Collective efforts to absorb new knowledge could be 

hampered since members are not aware of who knows what, whom to discuss new ideas and 
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whether knowledge of other peers are reliable and useful. This may, in turn, result in 

reluctance, resistance, hesitation and lack of confidence among individuals, which would 

undermine groups’ efforts to leverage and combine the individual contribution of each 

member.          

Team-level coordination is one effective panacea for aforementioned problems for it 

benefits the aggregation of individuals’ absorptive capacities to collective level innovative 

outcomes. Basically, coordination involves orchestrated knowledge processing (Lewis, 2003) 

and synchronized behaviors within a team (Miron-Spektor, Erez & Naveh, 2011). Indeed, past 

research has shown that team coordination enhances team performance and innovation (Gino, 

Argote, Miron-Spektor & Todorova, 2010). Similarly, past studies in laboratory settings have 

also shown that when group members have better access to each other’s unique and 

differentiated knowledge, they would achieve higher quality decisions and increased 

synergies (Hollingshead, 1996; Stasser, Vaughan & Stewart, 2000; Lundmark & Klofsten, 

2014). Based on the above, we develop the following hypothesis regarding the moderating 

effect of coordination on the link between individual-level absorptive capacity and innovation 

performance:   

H4: The relationship between individuals’ absorptive capacity and collective 

innovative performance would be stronger as the extent of coordination within the 

department increases.     

We summarize our hypotheses and present our theoretical framework in Figure 1.  

=== Insert Figure around here === 
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2. METHODOLOGY  

2.1.Empirical Design and Data Collection 

Our empirical setting is a large European multiunit manufacturing company with annual 

sales of €1.1bn and over 2,400 full-time employees. The company manufactures gas turbines 

for the energy industry, and the scope of its operations is quite wide, encompassing R&D, 

order engineering, manufacturing, site assembling, maintenance, and services. Because it is a 

high-tech company where engineers do knowledge-intensive jobs and must continuously learn 

and apply new knowledge and technologies, we believe this company provides a suitable 

empirical setting to examine the dispositional and contextual antecedents of individual-level 

absorptive capacity. Even though the focus on a single company might pose some challenges 

for external validity and generalizability, there are benefits, such as controlling for extraneous 

sources of variation from organizational-level factors such as culture, structure, and suchlike. 

Furthermore, since this firm is large enough to contain units/departments that show sufficient 

intra-organizational variation, we managed to detect meaningful levels of diversity in terms of 

the contextual elements included in the model.  

One member of the research team was granted exclusive access to the list of all 

employees working at the company. Upon consultation with key informants at the firm, we 

identified those work units and functional areas where engineers’ daily work is knowledge-

intensive – i.e. those divisions where individuals’ absorptive capacities are most relevant. The 

total number of employees in the selected work units was 1,400.  

We collected our data by using two sets of questionnaires. The first form was given to 

managers of the functional areas we selectively targeted for this study (n=126). In this 

questionnaire, we asked questions concerning group-level variables in our model (i.e., team-

level coordination and innovative performance). The second form was distributed to 

individuals to collect data for individual-level constructs in our model (i.e., goal orientation 
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and individual-level absorptive capacity). By using data collected from multiple respondents, 

our empirical design controls for possible problems associated with common method bias 

(Podsakoff et al., 2003)  

The total number of employees working in the selected set of work units was 1,400. We 

collected primary data from 648 engineers working for different functional areas. This yielded 

a 46% response rate, which compares favorably with equivalent empirical studies in past 

literature. Data collection took place during 6 months starting from November 2013 till April 

2014. To increase response rate ran two waves of data collection (the second wave was 

initiated two months of after the first one) and we did not detect any systematic difference 

between the responses coming from these two waves.      

2.2.Measurement Scales  

Most constructs were measured with items adapted from prior research. All the 

questionnaire items used a seven-point Likert-type scale, where 1=Strongly Disagree, 

4=Neither Agree nor Disagree, and 7=Strongly Agree. Participants were asked to indicate 

their agreement with the statements (see Appendix), with some adjustments made to the 

questionnaire items depending on the specific questions. 

3.2.1. Team-level Innovative Performance. To measure innovative performance of work 

units, we used Bonen scale (see Miron-Spektor et al., 2011). Accordingly, we asked 

department managers to allocate 100 points among different levels of innovation by giving 

greater numbers of points to the levels that better describes their team’s activity. The four 

levels of innovation are defined as: 1) duplicating existing technology, (2) modifying existing 

technology, (3) pioneering new products using technologies that were used for other products 

in other organizations but were totally new in this organization, and (4) developing 

breakthrough technologies based on fundamentally new concepts or principles. We then 

weighted these scores for each level by weighing the lowest level with the coefficient of 1 and 
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the highest level with the coefficient of 4. The score for innovative performance was 

calculated by summing of all four scores on all four levels weighted by their relative 

coefficients. We normalized our index measure of innovative performance.   

3.2.2. Goal Orientation. Dispositional differences in terms of goal orientation were captured 

by three constructs: learning orientation (four items), prove orientation (three items) and 

avoidance orientation (three items). All items were adopted from the scale developed by 

VandeWalle (1997). 

3.2.3. Individual-level Absorptive Capacity.  Given our focus on individual-level absorptive 

capacity, we paid particular attention to using relevant measurement items suited for our 

specific level of analysis. A majority of the established measurement scales in the existing 

absorptive capacity literature (i.e., Flatten et al., 2011; Jansen et al., 2005) have been 

developed for the collective (e.g., firm or unit) level. As there is no established scale to 

measure individual-level absorptive capacity, we draw on past studies with a similar focus as 

our own (i.e., Löwik, 2013; Ter wal et al., 2011).  

Using feedback obtained from pre-study interviews with key executives, we combined 

these two scales and identified 19 items that could be used to measure our absorptive capacity 

construct. When entering these items into an exploratory factor analysis, we conducted 

principal component analysis and eliminated five items with low item-to-total correlations. 

Using promax rotation, we re-ran the principal component analysis with the remaining 14 

items. Three main factors with eigenvalues over 1 emerged from our analysis, which 

collectively explained 64.5% of the variance. All items in this analysis had primary loadings 

over .5. Only one item had a cross-loading above .30. Using these 14 items, we performed 

confirmatory factor analysis to better test the validity of our factor structure. The results 

confirm that three-factor model fits better with the data (χ2(68)=127.075,  RMSEA=.037, 

CFI=.987, TLI=.983) than the single-factor model that envisages absorptive capacity as a 
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unitary construct (χ2(71)=323.638,  RMSEA=.074, CFI=.946, TLI=.931) and that the 

difference between the two models’ fit was significant (Δχ2=196.563, Δdf =3, p<.001).     

Our three-factor structure coheres well with the original conceptualization of Cohen 

and Levinthal (1990) and a recent empirical study by Schleimer and Pedersen (2013). 

Accordingly, we have three dimensions of individual-level absorptive capacity: recognition, 

assimilation and exploitation. All constructs attain acceptable levels of reliability.  

To test our Hypothesis 4, we aggregated our individual-level absorptive capacity 

measures to team level. In particular, we used weighted individual-level absorptive capacity 

scores by the duration of each member’s work experience and then used these weighted 

scores to aggregate individual-level absorptive capacity to team-level. We used experience as 

a weighting factor since employees with higher experience would have higher legitimacy 

when it comes to proposing new ideas how to solve tasks and how to proceed with 

innovation. Thus, experience would increase employee’s credibility, status and influence 

when making collective decisions about the direction of innovative efforts, as well as figuring 

out how to utilize new knowledge. To check for robustness, we also run different models 

based on alternative aggregation functions (i.e., simple average, minimum, maximum, 

variance-based) and largely obtained similar results.   

3.2.4. Team-level Coordination.  Team-level coordination is one of the three dimensions of 

Transactive Memory Systems as identified in past research (see Lewis & Herndon, 2011). We 

used three items to measure the extent of team-level coordination. All items were answered 

by department managers and adopted from Lewis (2003).    

In addition, we also measured the age, education (i.e., categorical variable) and 

experience of our respondents as well as the size (i.e., number of employees) of the 

departments where they work. Since results remained virtually the same across models with 

and without these control variables, we only report models with main variables included.    
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3. RESULTS  

To test our hypotheses, we used Structural Equation Modeling (SEM) using AMOS. 

Table 1a and 1b show the descriptive statistics and correlations among our constructs. The 

results of our hypotheses concerning individuals’ goal orientation and absorptive capacity are 

estimated in Model 1 (see Table 2). Our set of predictions in Hypothesis 1 predicted that those 

with strong learning orientation would have higher capacity to (a) recognize, (b) assimilate 

and (c) exploit new knowledge. In line with these predictions, we found positive effect of 

Learning Orientation on the  (γ=0.509, p<0.001), Assimilation (γ=0.312, p<0.001) and 

Exploitation (γ=0.416, p<0.001) dimensions of absorptive capacity. Thus, we found empirical 

support for Hypothesis 1. Hypothesis 2a argued for a negative relationship between Prove 

Orientation and recognition dimension of absorptive capacity. However, our results indicated 

that prove orientation does not have any significant effect on the Recognition dimension of 

absorptive capacity (γ=0.025, p=0.459). Thus, we did not find any support. For Hypothesis 

2a. On the other hand, in line with Hypothesis 2b, we found that the effect of Prove 

Orientation on Assimilation (γ=0.116, p<0.05) and Exploitation (γ=0.72, p<0.1).. In 

Hypothesis 3, we predicted that individuals’ Avoid Orientation would have a negative effect 

on Absorptive Capacity. Counter to our predictions, the effect of Avoid Orientation was not 

significant for Recognition (γ=-0.012, p=0.733), Assimilation (γ=0.013, p=0.722) and 

Exploitation (γ=-0.010, p=0.779) dimensions. In other words, Hypothesis 3 was not 

supported.      

=== Insert Tables 1a and 1b around here === 

The effect of collective Absorptive Capacity on Innovative Performance was estimated in 

Models 2 and 3. In Model 2, we tested the direct effects of absorptive capacity on the 

innovativeness of departments. We found that Recognition (γ=-0.142, p=0.152) and 

Exploitation (γ=-0.111, p=0.263) capabilities had negative but insignificant effect on 
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innovative performance. Assimilation, on the other hand, was positively related to 

innovativeness (γ=0.264, p<0.01).1 We next estimated the effects of Absorptive Capacity in 

interaction with Team-level Coordination, results of which are reported in Model 3. The 

results for interaction effects were rather mixed. We detected that high level of coordination 

created significantly positive effect of Assimilation (γ=0.269, p<0.001) and Exploitation 

(γ=0.459, p<0.001) on innovative performance. However, quite counter-intuitively, we also 

found that – when highly coordinated – Recognition capabilities would be detrimental to 

collective innovativeness (γ=-0.638, p<0.001). We shall discuss the implications of these 

findings in the next section.     

=== Insert Table 2 around here === 

4. DISCUSSION & CONCLUDING REMARKS  

One of the key characteristics of today’s business environment is ever-increasing degree 

of social, economic, cultural and technological dynamism. In tandem with this, accessibility 

of data and information has been remarkably improved thanks to new digital means and 

platforms. To cope with these challenges and opportunities, firms need to preserve and 

nurture their entrepreneurial orientation, which is essential for maintaining strategic agility 

and innovativeness.  Inter alia, a firm’s absorptive capacity is an important dynamic capability 

to foster intrapreneurship for it enables the firm to be able to identify, understand and utilize 

new and useful knowledge. Despite the importance of intrapreneurship and the role of 

absorptive capacity in cultivating intrapreneurial behavior inside the organizations, we still 

lack sufficient theoretical and empirical insights into the microfoundations of these issues. In 

this paper, our main goal was to address this by developing and testing a model that probes (a) 

the antecedents of different dimensions of individual-level absorptive capacity and (b) 

 
1 In an alternative model, we also checked direct (unmediated) links between different types of goal orientation 
and innovative performance. None of the three paths yielded significant coefficients. Results of this alternative 
model is available from the authors upon request.    
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whether and how coordination influences the aggregate effect of individual absorptive 

capacities on collective level outcomes. Accordingly, we make several contributions to extant 

absorptive capacity and intrapreneurship literatures.  

First of all, in line with the basic premises of micro-foundations and methodological 

individualism perspectives (Arrow, 1994), our study explored the sources of individual-level 

heterogeneity when it comes to organizational members’ absorptive capacity. In particular, 

we focused on individuals’ different goal orientations. Our study confirms that Learning 

Orientation of organizational members positively affects individual-level absorptive capacity, 

which is in line with our intuition and theoretical expectations. In relation to the 

intrapreneurship, this finding suggests that employees with strong learning orientation are 

valuable since they both strive to find out new ideas as well as make sure that ideas will be 

commercialized. Our results further suggest that Prove Orientation has a positive effect on 

individuals’ ability to assimilate and exploit new knowledge. One possible explanation for 

this finding is that prove-oriented individuals would be less willing to take the risk of 

searching/finding new ideas given that potential failure along the process might reflect poorly 

on their reputation and status. However, when it comes to assimilation and exploitation, we 

individuals could proceed quite ‘under the radar’. Hence, even though (or rather because) they 

score high on prove orientation, these individuals can still go to great lengths to understand 

and use new knowledge in order to improve their status and standing in the eyes of others. 

Another possible explanation comes from the fact that team selection is not a randomized 

process. Rather, teams are formed and changed depending on the knowledge, skills and 

capabilities required for their assigned tasks. Therefore, members with strong Prove 

Orientation could be seen as ‘complementary’ to those with strong Learning Orientation. As a 

result, individuals’ willingness to gain extrinsic recognition and rewards could contribute to 

team-level absorptive capacity by pushing the collective efforts towards successful 
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completion of innovative efforts. In other words, despite their personal interest in 

demonstrating their own performance, individuals with strong Prove Orientation could act as 

good ‘team players’ by navigating their teams towards the right direction. In light of these 

findings, we can infer that new product development and intrapreneurship teams should 

achieve a ‘balanced’ combination by having individual members who are interested in 

searching for ideas as well as those who strive to show commercialized products of the ideas.  

Second, our model showed that the sum of absorptive capacities of individuals has a 

meager effect on collective innovation outcomes. Even though Cohen and Levinthal 

(1990:131) explicitly point out that there are some factors that are “distinctly organizational” 

and shape a firm’s absorptive capacity beyond the aggregate of individual absorptive 

capacities, past research has not given serious empirical consideration to this foundational 

premise (c.f., Volberda et al., 2010). We identify team-level coordination as one of those 

‘distinctly organizational’ factors that might facilitate efficient utilization of individual-level 

capabilities when achieving productive outcomes at the collective level. As expected, we 

found that individuals’ capacity for understanding and utilizing new knowledge become 

conducive to collective innovative performance only when these individuals are effectively 

coordinated. Curiously, however, we also observed that individuals’ aggregate recognition 

capacity, even if coordinated, has a negative effect on collective innovative performance. One 

possible explanation could be that employees who are interested in exploring new ideas 

achieve it better when they can do it at their own discretion. However, coordination basically 

involves the control and channeling of activities in the group, which will limit individual 

members’ latitude. As our findings suggest, despite this need for initial ‘lack of coordination’, 

teams nevertheless need to be funneled to the same direction by the team leader as the 

innovation process moves forward and comes closer to actual commercialization phase. 

Hence, we can infer that flexible and adaptable leadership of intrapreneurial teams is crucial 
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for the success innovation efforts. Not only the compilation of team members with 

heterogenous characteristics needs to be considered in the team, but also leaders need to adopt 

different management approaches across different stages of innovation process. There is also 

a possibility that recognition, assimilation and exploitation are different types of skills with 

different tradeoffs and opportunity costs. Thus, too much of coordinated efforts for 

recognizing new ideas could deplete teams’ time and resources required to understand and 

utilize these ideas, which would then lead to adverse effects on overall innovative 

performance.    

Our research offers a number of managerial implications. To begin with, our results 

suggest that every company concerned with high innovative performance need to 

acknowledge that the sum of the whole is bigger than the individual pieces, i.e. capacity of 

each individual in isolation has little value in comparison to the value it could create if the 

efforts and abilities of these individuals were to be combined in a coordinated fashion. We 

find that, unless individuals work in a coordinated work environment, their individual 

potential to identify, understand and make use of new ideas and knowledge can not be 

efficiently realized en route to actual innovation. This indicates that the onus is on managers 

to select the right members to their teams and keep a balanced team composition in order to 

achieve high innovation performance. Furthermore, we show that individuals’ heterogenous 

goal orientations matter when it comes to their capacity to bring in new and useful knowledge 

to the organization. In particular, we find that individuals with strong learning and prove 

orientation are more likely to depict creativity in organizations. If properly incentivized and 

coordinated, these individuals would stand out as the better candidates for tasks that require 

innovative output. Again, this underscores the importance of paying attention to individual-

level antecedents of absorptive capacity when composing teams with innovation mandates. 

Last, but not the least, we also show that coordination could be a double-edged sword for 
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different components of innovation and intrapraneurship process. To be more specific, high 

coordination could curb team members’ collective ability to identify and recognize new 

knowledge from external sources. On the other hand, unless coordinated, each individual 

member’s capacity to understand and exploit new knowledge could not be translated into high 

innovation performance. This suggests that team leaders might need to adopt a flexible 

management approach by using loose (tight) coordination levers in early (late) stages of the 

innovation process in order to make the best use of their subordinates’ potential.              

Understandably, our study is not without limitations. First of all, our empirical design 

was cross-sectional in nature. As a result, we could not capture dynamic nature of absorptive 

capacity and innovation process. More importantly, our design did not make it possible to 

fully rule out the possibility of reverse causality (e.g., individuals with high absorptive 

capacity might be more attracted to organizations/units with strong innovative performance). 

Therefore, we invite future studies to measure these constructs at multiple points in time to 

conduct a more robust test of hypothesized relationships. Second, we collected our data to test 

our hypothesis from a single organization. Whereas our empirical setting entailed sufficient 

level intra-organizational variation in terms of focal variables of interest to this study, our 

single-firm design was prone to limitations associated with external validity and 

generalizability. To address this, and to account for additional sources of contextual variations 

such as organizational culture and/or industry- and location-specific factors, we would invite 

subsequent studies that include multiple organizations with heterogenous characteristics in 

their sample frames. Lastly, we focus only on a specific set of individual-level traits (i.e., goal 

orientation). However, individual employees’ propensity to develop their absorptive capacity 

could also be affected by other traits and dispositions such as personality, need for cognition, 

self/efficacy etc. Similarly, we only focus on coordination as a contextual factor that could 

moderate the effect of aggregate individual absorptive capacities on collective innovation 
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performance. Although our choices for model specification were guided by theory, future 

research could investigate alternative models with different set of factors. This way, the field 

can achieve a more comprehensive understanding of micro-foundations and contextual 

determinants of intrapreneurial capabilities and innovative performance.          
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 Figure: Theoretical Framework  
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Table 1a: Inter-item Correlations and Descriptives at Individual-Level 
 

 AbCap_ 
Recognition 

AbCap_ 
Assimilation 

AbCap_ 
Exploitation 

Learning 
Orientation 

Prove 
Orientation 

Avoid 
Orientation 

Age Education Experience 

AbCap_Recognition  3.704 (.700)         
AbCap_Assimilation  .534** 2.917 (.728)        
AbCap_Exploitation  .545** .703** 4.163 (1.025)       
Learning Orientation  .516** .330** .431** 5.165 (.814)      
Prove Orientation  .129** .183** .156** .212** 3.091 (.838)     
Avoid Orientation  -.153** -.049 -.113** -.292** .242** 2.994 (1.032)    
Age  .001 .065 -.008 -.200** -.102** .081* 43.112 (10.245)   
Education  .031 .005 .040 .217** .076 -.075 -.196** 3.755 (1.319)  
Experience  .002 .058 .003 -.182** -.115** .064 .820** -.247** 16.502 (9.525) 

**. Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed). 
Note 1: Entries in the diagonal line represent mean and standard deviation (in parentheses) of the corresponding item. 

 
 
 
Table 1b: Inter-item Correlations and Descriptives at Team-Level 
 

 AbCap_Recognition AbCap_Assimilation AbCap_Exploitation Team-level Coordination Innovative Performance 
AbCap_Recognition  4.216 (.674)     
AbCap_Assimilation  .899** 3.944 (.579)    
AbCap_Exploitation  .487** .491** 3.625 (.647)   
Team-level Coordination  -.047 -.086 -.060 3.999 (.583)  
Innovative Performance  .043 .085 -.053 -.039 0 (1) 
**. Correlation is significant at the 0.01 level (2-tailed). 
Note 1: Entries in the diagonal line represent mean and standard deviation (in parentheses) of the corresponding item. 
Note 2: Mean score for Innovative Performance measure is zero since it is an index variable with standardized (Z) scores.  
Note 3: Scores of each Absorptive Capacity dimension were weight-averaged for each team/department.  



 34 

Table 2: Results of Structural Equation Model Estimations  
   Model 1 Model 2 Model 3 

   Estimate S.E. Estimate S.E. Estimate S.E. 

Learning Orientation  ---> AbCap_Recognition .509*** .029     

Learning Orientation  ---> AbCap_Assimilation .312*** .033     

Learning Orientation  ---> AbCap_Exploitation .416*** .045     

Prove Orientation  ---> AbCap_Recognition .025 .028     

Prove Orientation  ---> AbCap_Assimilation .116** .032     

Prove Orientation  ---> AbCap_Exploitation .072* .043     

Avoid Orientation  ---> AbCap_Recognition -.012 .023     

Avoid Orientation  ---> AbCap_Assimilation .013 .026     

Avoid Orientation  ---> AbCap_Exploitation -.010 .035     

AbCap_Recognition ---> Innovative Performance   -.142 .154 -.117* .149 

AbCap_Assimilation  ---> Innovative Performance   .264*** .179 .003 .173 

AbCap_Exploitation ---> Innovative Performance   -.111 .160 -.013 .155 

AbCap_Recognition x Coordination  ---> Innovative Performance     -.638*** .032 

AbCap_Assimilation x Coordination ---> Innovative Performance     .269*** .028 

AbCap_Exploitation x Coordination ---> Innovative Performance     .459*** .032 

Model Fit   χ2(3)=4.050, RMSEA=.023, 
CFI=.999, TLI=.978 

χ2(5)=5.016, RMSEA=.002, 
CFI=.999, TLI=.989 

χ2(8)=11.981, RMSEA=.028, 
CFI=.998, TLI=.993 

* p < .10, ** p < .05, *** p < .001 
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Appendix. Measurement Items  
 

Construct  Items  Source(s)  
Learning Orientation 
(Cronbach alpha=.843) 

- I am willing to select a challenging work assignment 
- I enjoy challenging and difficult tasks at work where I will 
learn new skills 
- For me development of my work ability is important 
enough to take risks 
- I prefer to work in situations that require a high level of 
ability and talent 

VandeWalle 
(1997) 

Prove Orientation 
(Cronbach alpha=.779) 

- I like to show that I can perform better than my coworkers 
- I enjoy it when others at work are aware of how well I am 
doing 
- I prefer to work on projects where I can prove my ability 
to others 

VandeWalle 
(1997) 

Avoidance Orientation 
(Cronbach alpha=.803) 

- I would avoid taking on a new task if there was a chance 
that I would appear rather incompetent to others 
- I am concerned about taking on a task at work if my 
performance would reveal that I had low ability 
- I prefer to avoid situations at work where I might perform 
poorly 

VandeWalle 
(1997) 

Absorptive Capacity – 
Recognition  
(Cronbach alpha=.775) 

- I am always actively looking for new knowledge for my 
work 
- I intentionally search for knowledge in many different 
domains to look ‘outside the box’ 
- I am good at distinguishing between profitable 
opportunities and not-so- profitable information or 
opportunities 
- I easily identify what new knowledge is most valuable to 
us 

Löwik (2013); Ter 
wal et al., (2011) 

Absorptive Capacity – 
Assimilation  
(Cronbach alpha=.893) 

- I am deeply involved in appraising the usefulness of 
external ideas 
- I often analyze the way expertise of external contacts 
could be related to our business needs 
- I strive to comprehend how external knowledge connects 
to our ongoing internal R&D activities 
- I take the time to “translate” external knowledge to ensure 
it is properly understood by my colleagues 
- I make an effort to “repackage” external knowledge to 
make sure it gets the attention it deserves 
- I develop new insights and ideas by combining external 
knowledge with existing knowledge available within our 
firm 

Löwik (2013); Ter 
wal et al., (2011) 

Absorptive Capacity – 
Exploitation  
(Cronbach alpha=.825) 

- I exploit new knowledge to create new products, services 
or work methods 
- I constantly consider how I can apply new knowledge to 
improve my work 
- When an external idea appeals to me, I work vigorously to 
make sure it is implemented, even if the idea was not 
originally mine 
- I am willing to take action to make sure that the potential 
of external ideas I believe in will be realized 

Löwik (2013); Ter 
wal et al., (2011) 

Team-level Coordination 
(Cronbach alpha=.775) 

- Our team has very few misunderstandings about what to 
do 
- When assigned a task, our team needs to backtrack and 
start over a lot (reverse scored) 
- When assigned a task, we accomplish it smoothly and 
efficiently 

Lewis & Herndon 
(2011) 

 
Note: According to Nunnally and Bernstein (1994), alpha values above 0.70 could be considered acceptable.  
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