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Abstract

This study configures the process as well as barriers of absorptive capacity in a context
of professional service firm (PSF) to provide a comprehensive view toward how it absorbs
external useful knowledge or information and why it fails to do so. As the PSFs rely on the
tacit knowledge from their organizational members, particularly experts/professions in serving
the knowledge-based services to the customers. This tacit knowledge can be built on
each person past experiences as well as external knowledge/information that the person
absorbed, which its knowledge absorption process may be more complex and different from
other research-intensive firms that rely more on explicit knowledge. It brings attention to
explore activities and routines that constitute to the absorptive capacity process as well as
the constrained factors of such process in the PSF context. The findings suggested there
are six major stages in service firm’s absorptive capacity process, which merging individual-
level and firm-level absorptive capacities together as well as the mechanism linking between
both levels and suggested three layers of barriers: individual-level, internal, and external
environment barriers in relations with each stage in service firm’s absorptive capacity
process.

Keywords: Absorptive capacity, Professional service firm, Tacit knowledge, Explicit knowledge,
Knowledge management, Strategic Management
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Introduction

The absorptive capacity is a firm’s
ability to recognise or identify valuable outside
knowledge, assimilate it, and ultimately apply
the assimilated knowledge for commercial
purposes (Cohen and Levinthal, 1989; 1990).
However, this seminal definition is scoped
within the technological knowledge with
R&D is an essence of the firm’s knowledge
absorption. Although Cohen and Levinthal
(1989, 1990) argued that the absorptive
capacity is a multi-level construct, but
the majority of absorptive capacities have
concentrated only at the firm-level (Lane
et al.,, 2006; Volberda et al., 2010). Plus, the
previous studies also had agreed on the
multi-dimensional of absorptive capacity
process (e.g. Lane and Lubatkin, 1998; Lane
et al,, 2001; Lane et al., 2006; Lichtenthaler,
2009; Jansen et al., 2005; Patterson and
Ambrosini, 2015; Todorova and Durisin,
2007; Zahra and George, 2002).

Even though the studies agree that
absorptive capacity is a multidimensional
construct, until now there has been no
consensus regarding the number of absorptive
capacity process-dimensions. This is possibly
because most of the researchers having studied
the absorptive capacity within the research-
intensive firm and utilising several proxy

measurements that related to R&D, following
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Cohen and Levinthal’s seminal works (1989,
1990). This also has been caused theoretical
and empirical evidence regarding routines,
activities that constitute to absorptive capacity
process in other type knowledge and business
contexts are still neglected (Lane et al., 2006;
Lewin et al., 2011; Volberda et al., 2010).
Moreover, little of previous studies
have done the constrained factors or barriers
to absorptive capacity. There are only two
published researches worked on the barrier
perspective. First, Matthyssens et al. (2005)
listed several barriers to absorptive capacity
process of Zahra and George (2002) without
explanations how those barriers constrain
each process. Second, Cuervo-Cazurra and
Rui (2017) re-conceptualised antecedents to
absorptive capacity in Todorova and Durisin
(2007) and also added several barriers that
empirically occurred within research-intensive
firm in emerging market context. However,
those studies are still under-investigated
the barriers in other contexts such as
a service firm that may appear differently.
Based on the aforementioned information,
my questions remain on the process and
barriers of absorptive capacity in other types
of business that massively rely on knowledge/
information such as PSFs. The PSF is a service
firm that providing the services resulting
from expertise/professional knowledge (von
Nordenflycht, 2010). The PSFs tend to play

a critical role in shaping the global economy
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as they highly employ knowledgeable workers
and also providing the knowledge-based
services such as financial consultations to
the customers, which could influence on the
way the customers operate their business
further (Lowendahl et al., 2001). To provide
the knowledge-based services effectively,
the PSFs need to be actively and frequently
absorbed new outside knowledge/information
over time since that outside information/
knowledge is a signal of current and future
business environment which the PSFs can
exploit to create new knowledge or service
procedures to provide the customers. As such,
the absorptive capacity is directly related and
plays a significant role within the PSFs.

As the PSFs heavily rely on the
tacit knowledge from their organizational
members, particularly experts/professions.
The tacit knowledge per se which is built
on each person past experiences and
outside knowledge/information that each
one has been absorbing, so the service
firm’s absorptive capacity process and its
barriers may be more complex and different
from the research-intensive firms that
rely more on explicit form of knowledge.
Therefore, to address these gaps, my research
questions are:-

1. How does a PSF absorb new external
knowledge/information?

2. Why does a PSF fail to absorb new

external knowledge/information?

Literature Review

Definition of absorptive capacity

Cohen and Levinthal (1989, 1990)
adapted this macroeconomic definition
into the industrial-organisation economic
field and defined this term as the firm’s
ability to recognise or identify valuable
outside knowledge, assimilate it, and
ultimately apply the assimilated knowledge
for commercial purposes. This was the first
simple and clear use of the term absorptive
capacity (Lane et al., 2006).

Such a definition, introduced by Cohen
and Levinthal (1989, 1990), is framed within
a technological knowledge context; likewise,
Volberda et al. (2010) argued that Cohen and
Levinthal’s works framed R&D at the centre
between innovation and learning. Although
this seminal definition provided by Cohen
and Levinthal (1989, 1990) has been much
cited by subsequent studies, a few of
them have redefined and expanded their
definition through theoretical justification.
Thus, there are slight variations of the
absorptive capacity definition in the
subsequent studies (e.g. Zahra and George,
2002; and etc.).

The “relative absorptive capacity”
concept was introduced by Lane and
Lubatkin (1998). The researchers reinterpreted
the firm-level of absorptive capacity concept
from Cohen and Levinthal (1989, 1990) into
a learning dyad perspective. More precisely,
Lane and Lubatkin (1998) proposed that the



relative absorptive capacity is the student or
receiver firm’s ability to absorb knowledge
from another teacher/sender firm through
a process of recognising value, assimilating,
and applying. Regarding this definition,
Lane and Lubatkin (1998) found that the
analogous characteristics between a student
firm and a teacher firm, specifically in terms

of similarities in knowledge processing and
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knowledge application systems, significantly
determine the student firm’s ability to
absorb knowledge from the teacher firm.
This relative absorptive capacity concept can
also be applied to other collaboration types
associated with knowledge transfer, such
as intra-organisational linkages (Lane and

Lubatkin, 1998; Lane et al., 2001).

Potential absorptive capacity

(PACAP)

Realized absorptive capacity
(RACAP)

- Acquisition
- Assimilation

Y

- Transformation
- Exploitation

Figure 1: Absorptive capacity process based on Zahra and George (2002)

Later, in 2002, Zahra and George
re-conceptualised absorptive capacity into
the firm’s dynamic capability view by linking
this concept to strategic process and a bundle
of organisational routines. According to
Zahra and George (2002), absorptive capacity
is “a set of organisational routines and
processes by which firms acquire, assimilate,
transform, and exploit knowledge to produce
a dynamic organisational capability”
(p.186). This definition illustrates four
firm capabilities that represent the four
dimensions of absorptive capacity (see
Figure 1). Notably, Zahra and George’s work
(2002) has made several reformulations in
both definition and dimensions from the
seminal work by Cohen and Levinthal (1989,
1990). The first dimension was changed from
“recognise” into “acquire” and the last

dimension also was changed from “apply”

into “exploit”. The four dimensions were then
grouped into two main components that are
PACAP, which means through acquisition
and assimilation, the firm can create and
increase its knowledge stock, and RACAP,
which means through transformation and
exploitation, the firm can take advantage of
assimilated knowledge to increase profit
(Zahra and George, 2002). These two
components are obviously separate constructs,
but the functions are complementary in
creating firm’s values (Zahra and George,
2002). These two components: PACAP and
RACAP were considered a big change in the
absorptive capacity (Zapata and Hernandez,
2018). The complementary roles of both PACAP
and RACAP had been confirmed by several
empirical researches (e.g. Ebers and Maurer,
2014; Jansen et al., 2005).
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Due to a vast stream of subsequent
absorptive capacity literature, the original
meaning had become more and more unclear
since the researchers adapted the absorptive
capacity’s meaning based on their research
purposes and personal bias (Lane et al,
2006). This led to absorptive capacity being
reification. Lane et al., (2006) by analysing
289 absorptive capacity published papers
from 14 journals, had suggested a new
definition of absorptive capacity: to be able
to utilise externally generated knowledge,
the firm has to pass through “exploratory
learning, transformative learning, and

Recognise the

Acquire
value q

exploitative learning” as three sequential
learning processes. Based on this definition,
most studies viewed absorptive capacity as
being related to the learning process, which
follows Cohen and Levinthal’s three original
dimensions (1989, 1990). Although transformation
capacity was introduced by Zahra and George
(2002), it was implicitly shown in Lane et al.’s
definition (2006) as transformative learning
instead. This is because assimilation and
transformation are involved with assimilating
and combining both external and internal
knowledge, the two processes hence
overlapping (Lane et al., 2006).

Assimilate

Exploit

: A

Transform

Figure 2: Absorptive capacity process based on Todorova and Durisin (2007)

Later, Todorova and Durisin (2007)
clarified several ambiguities from Zahra and
George’s work (2002). They argued that
“assimilation” and “transformation” are not
sequential processes, but are alternatives
(Todorova and Durisin, 2007). The assimilation
is a process whereby new external knowledge
is fit with the firm’s existing knowledge base,
so it is ready for exploitation, whereas the
transformation process occurs when external
and internal knowledge are incongruent.

This corresponds with Lane et al.’s work

(2006). Moreover, Todorova and Durisin
(2007) reintroduced “recognition” from the
classic model by Cohen and Levinthal (1989,
1990). They argued that the firm should
firstly recognise the valuable outside
knowledge, then acquire it into the firm’s
internal system, as argued by Todorova
and Durisin (2007). Therefore, Todorova and
Durisin (2007) redefined absorptive capacity as
the “firm’s ability to recognise, value, acquire,
assimilate or transform, and exploit external

knowledge” (see Figure 2).



Multi-level absorptive capacity

Absorptive capacity is a multi-level
construct (Cohen and Levinthal, 1990; Lane
et al., 2006; Volberda et al., 2010). As Cohen
and Levinthal’s seminal paper (1990) viewed
the individual-level as an antecedent to the
firm-level absorptive capacity, the subsequent
studies tend to concentrate on the characteristics
of the individual that contribute to the firm’s
absorptive capacity, specifically in knowledge
acquisition and assimilation rather than the
full process. Lane et al. (2006) highlighted that
existing absorptive capacity literature limits
the construct as existing only within the firm,
while ignoring the role of the individual in each
process and linking between individual-level

and firm-level absorptive capacity. A recent
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study found that individual-level is not only an
antecedent for firm-level absorptive capacity,
since assimilation and exploitation processes
also require individual attempts to promote
their absorbed external knowledge (Salter et
al., 2014b). Therefore, it is necessary to
address how absorptive capacity at both
levels is fully emerged (Lane et al., 2006;
Volberda et al., 2010).

Process-based dimension of absorptive
capacity

Even though the studies agree that
absorptive capacity is a multidimensional
construct, until now there has been inconclusive
regarding the number of absorptive capacity

process-dimensions (see Table 1).

Table 1: summary of absorptive capacity process-based dimensions from previous studies
imension First Second Third Fourth Fifth
Researcher(s
Cohen and Recognise Assimilate Apply
Levinthal (1990) the value
Lane and Lubatkin | Recognise Assimilate Apply
(1998) the value
Lane et al. (2001) | Recognise Assimilate
the value
Zahra and George | Potential absorptive capacity Realised absorptive capacity
(2002) Acquire | Assimilate Transform | Exploit
Jansen et al. (2005) | Potential absorptive capacity Realised absorptive capacity
Acquire Assimilate Transform Exploit
Lane et al. (2006) | Exploratory | Transformative | Exploitative
learning learning learning
Todorova and Recognise Acquire Assimilate/ Exploit
Durisin (2007) transform
Lichtenthaler Exploratory | Transformative | Exploitative
(2009) learning learning learning
Patterson and Search for Assimilate Acquire Transform Exploit
Ambrosini (2015) | and recognise (simultaneously | (simultaneously | (simultaneously
the value with with with
assimilation) assimilation) assimilation)
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Table 1 shows that the absorptive
capacity comprises at least two dimensional-
process constructs. Almost all of them
viewed absorptive capacity as a sequential

process, while a recent study by Patterson

and Ambrosini (2015) conducted an empirical
qualitative study within a research-intensive
firm context and found that its process
seems to be interactive rather than

sequential (see Figure 3).

Translate

Search for and
recognize value L 5 S

Acquire

Exploit

Assimilation

Figure 3: Absorptive capacity based on Patterson and Ambrosini (2015)

Prior related knowledge and external
information/knowledge

The firm’s prior knowledge and new
external information/knowledge are considered
as the “firm-level antecedents” of absorptive
capacity process (Cohen and Levinthal, 1990;
Todorova and Durisin, 2007; Zahra and George,
2002). In fact, knowledge can be classified into
two distinct groups (Nonaka and von Krogh,
2009; Teece, 2007); firstly, tacit knowledge is
implicit and non-codified knowledge or skills
(Nonaka, 1994) and secondly, explicit knowledge
is codified and articulated knowledge
which can be captured in drawing and writing
(Grant and Baden-Fuller, 2004). Cohen and

Levinthal (1989, 1990) emphasised technological
knowledge/information, which tends to be
more explicit knowledge component
and followed by many subsequent studies
(e.g. Lane and Lubatkin, 1998; Patterson and
Ambrosini, 2015, Todorova and Durisin, 2007).
As such, Volberda et al. (2010) recognised this
gap and suggested that future research should
be focused on various types of knowledge,
in line with Cuervo-Cazurra and Rui (2017),
who recommended that absorptive capacity
studies should empirically explore the service
firm setting, due to it largely depending upon

tacit knowledge.



Acquisition, assimilation, transforma-
tion and exploitation

Acquisition

The acquisition dimension proposed
by Zahra and George (2002) is originally rooted
in Cohen and Levinthal (1990) as “recognition”
and it also refers to “exploratory learning”
introduced by Lane et al. (2006). Unlike the
recognition process, Zahra and George (2002)
argued that the the acquisition term not only
refers to the evaluation of valuable outside
knowledge/information, but it also emphasises
the way in which knowledge/information is
transferred from sender to receptor. Regarding
this process, it involves the firm’s capacity
to “locate, identify, evaluate, and acquire”
(Camison and Forés, 2010) outside knowledge/
information.

Assimilation

Once the useful external knowledge/
information has been acquired, the firm has
to internalise it into the firm’s knowledge
processing system; this is called “assimilation”
(zahra and George, 2002). However, Patterson
and Ambrosini (2015) found that the
assimilation process should take place
before acquisition as an opportunity for
screening or a due diligence process, and
also occurs along with the transformation
and exploitation to address the certain
knowledge gap at those stages. Many
studies have elucidated that regardless
of whether it is ready-to-use knowledge/
information or not, it all needs to pass

through the assimilation process (Lane
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and Lubatkin, 1998; Lane et al., 2001;
Zahra and George, 2002). This is probably
because external knowledge/information is
characterised as “sticky information” (von
Hippel, 1998) and has not yet been translated
into the firm’s jargon to be compatible with
the firm’s current knowledge base (Lane and
Lubatkin, 1998).

Transformation

There are different arguments regarding
the position of the transformation process
within the absorptive capacity construct.
Zahra and George (2002) proposed that
the transformation occurs after assimilation,
but Todorova and Durisin (2007) and
Patterson and Ambrosini (2015) argued that
both happen coincidentally due to being
alternative processes. Nonetheless, both
assimilation and transformation refer to
the processes of combining and integrating
new outside knowledge/information into
the firm’s current knowledge base; hence,
Lane et al. (2006) combined both together
as transformative learning. The distinction
between transformation and assimilation
is that transformation refers to the
process of combining external knowledge/
information and internal existing knowledge
when both are incongruent and also merging
them to carry out the new cognitive structure
(Zahra and George, 2002). This process is
composed of adding, removing, composing
and reinterpreting the knowledge/information
in a new way (Jansen et al., 2005; Todorova
and Durisin, 2007).
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Exploitation

The final dimensional-process is
exploitation, which is the stage at which
the firm redefines, extends and leverages
its internal existing competencies by
determining the applications of new
assimilated or transformed knowledge,
thereafter incorporating it into its operations
(Zzahra and George, 2002). Although Cohen
and Levinthal (1990) and Todorova and Durisin
(2007) proposed that absorptive capacity is
a path-dependent construct, interestingly
a recent study found that exploitation is
not a path-dependent dimension because
prior related knowledge and exploitation
are independent (Zobel et al., 2016). This
corresponds with the findings of Lane et al.,
(2001) that the exploitation is independent
from recognition and assimilation. This might
be because the firm’s prior knowledge, which
seems to be inapplicable in certain fields,
can possibly generate a competitive
advantage if it is reconfigured in a new
and meaningful way.

Although there is a large stream of
absorptive capacity studies, there is still
a lack of consensus among the researchers
regarding the process dimension or shape of
the construct. This is due to the majority of
previous studies having studied absorptive
capacity within the research-intensive firm
context and relying on proxy measurements,
following Cohen and Levinthal’s seminal

works (1989, 1990) however, they were

unsuccessful to validate the construct.
While the firm’s activities, routines and
processes constitute the process dimension
of absorptive capacity in other types of
business and knowledge still remain in
a black box (Lane et al., 2006; Lewin et al.,
2011; Volberda et al., 2010).

Employee knowledge sharing
capability

Central to absorptive capacity is
employees because they are engaging
in knowledge sharing (Caligiuri, 2014).
Likewise, Ganguly et al. (2019) found that
the employees who have better knowledge
sharing capability are key in driving
organization's innovation. In absorptive
capacity literature, both theoretical and
empirical studies have identified organisational
antecedents, which tacitly may refer to
knowledge sharing capability; for example,
“social integration mechanisms” that can
occur formally and informally (Todorova
and Durisin, 2007; Zahra and George, 2002).
Also, Jansen et al. (2005) indicated that
“coordination capabilities” increase PACAP and
“socialization capabilities” enhance RACAP.

Managerial capabilities

As the firm’s dominant logic results
from the manager’s dominant logic,
empirically, the findings of Eggers and
Kaplan (2009) suggested that firm-level
absorptive capacity is influenced by
managerial cognition. Correspondingly,
Van den Bosch et al. (1999) found that there



is a strong relationship between managerial
effect and the firm’s knowledge process.
Additionally, several studies illustrate how
managerial capabilities influence the way in
which the firm absorbs external knowledge/
information, such as through the firm’s
structure and communication style, expertise
knowledge distribution, and so on (Kogut
and Zander, 1992; Lenox and King, 2004).
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Barriers to absorptive capacity

The majority of researches on the
absorptive capacity tends to concentrate
on antecedents, process and outcome to
validate the construct (Lane et al., 2006;
Volberda et al., 2010), so only two published
studies have focused on barriers to absorptive
capacity (Cuervo-Cazurra and Rui, 2017;
Matthyssens et al., 2005).

Y
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the value
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Figure 4: Full model of absorptive capacity by Todorova and Durisin (2007)

Matthyssens et al. (2005) listed
several barriers to the four-dimensional
process of Zahra and George (2002) based
on marketing case-based examples. However,
the barriers asserted by Matthyssens et al.
(2005) may be specific to their examined
cases only and there is a lack of explanation
as to how those barriers constrain each
absorptive capacity process. Thus, their
findings may not be applicable in other

firm contexts.

More recently, Cuervo-Cazurra and
Rui (2017) re-conceptualised the contingent
barriers proposed by Todorova and Durisin
(2017) through an empirical qualitative
research of technological firms within the
emerging market context (see Figure 4).
They found several additional barriers and
classified them as internal barriers, such as
weak social integration mechanisms and
managerial biases, and external barriers,

including a weak appropriability regime,
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lack of triggering events, and conflict over
resource ownership (Cuervo-Cazurra and
Rui, 2017). These different barriers negatively
impact on the different process-dimensions
of absorptive capacity; for example, Cuervo-
Cazurra and Rui’s findings (2017) clarified
the inconclusive issue regarding the effect
of appropriability regimes of previous studies
that through the ineffective enforcement of
intellectual property protection can constrain
the firm’s acquisition and exploitation
processes.

As Cuervo-Cazurra and Rui (2017)
re-conceptualised the barriers from Todorova
and Durisin (2007), their findings are hence
based on collective factors rather than
individual-level barriers, as argued by Volberda
et al. (2010). Additionally, Cuervo-Cazurra
and Rui (2017) highlighted that some barriers
may be specific to technological firms, where
knowledge is highly codified only, and further
research should be undertaken in service
firms, where the absorptive capacity process
and barriers may occur differently due to their
massive reliance on tacit knowledge.

Professional service firm (PSF)

There is an extensive variety of types
of service firms. Scholars have divided service
firms into two broad categories, which are
PSF and Non-PSF, based on their value
creating activities (Lewendahl, 2005). The PSF
is very distinctive from other firms in terms
of its environment as well as management

features (Greenwood et al., 2005; Empson,

2001). For instance, PSFs mainly employ
highly educated graduate workers and provide
knowledge-based services to their clients to
further their business operations (Lewendahl
et al., 2001).

In fact, the term PSF is indirectly
defined based on the characteristic of
professional, which denotes a person who
possesses expertise and knowledge within
a specific area (von Nordenflycht, 2010).
Therefore, the term PSF refers to a firm
whose workforce depends upon specific
expertise and knowledge (Greenwood and
Suddaby, 2006; von Nordenflycht, 2010).
As such, the PSF definition is similar to
a “knowledge-intensive firm” (Anand et al.,
2007; Teece, 2003). Starbuck (1992) postulate
that the term knowledge-intensive firm hints
that knowledge is a critical input to the
firm’s business operations. Likewise, this
term also refers to a service firm that creates
and customises services or customer solutions
through its value-added activities, including
gathering, creating and disseminating
knowledge (Bettencourt et al., 2002; Mills
et al., 1983).

A lack of understanding of the taxonomy
of PSF may lead to the wrong research
implications. Hansen et al. (1999) divided PSF
into “reuse economic” and “expert economic”
based on the firm’s value creation activities.
The reuse economic refers to a PSF that
offers low-customised services to its customers

through frequently reusing the company’s



knowledge and lack of interaction with
customers, while the expert economic PSF
has high interactions with counterparties to
provide highly customised services (Hansen
et al., 1999). Correspondingly, through
a comprehensive PSF literature review,
Lowendahl et al. (2001) proposed that PSFs
could be classified along a continuum of low
to high service customisation degree. This
describes how the PSF absorbs and creates
new knowledge since it is linked to the way
in which it associates the customers/clients
(Lewendahl et al., 2001; Thompson, 1967).
For instance, a lower degree of association
means the services tend to rely heavily on
the market data and experts’ tacit knowledge
rather than the co-creation service with
the customers; consequently, there is a low
degree of customisation (Lewendahl et al.,
2001; Thompson, 1967).

To be able to provide knowledge-based
services, Empson (2001) asserted that there
are two broad types of knowledge associated
with PSFs. Firstly, technical knowledge is
the individual’s possessed knowledge
about the firm’s industry, the firm’s internal
environment, and his/her own professional
knowledge (Alvesson, 1993; Empson, 2001;
Greenwood et al., 1990). This is in line with
the argument by Morris (2001) that this
knowledge is ongoing and constantly and
accumulatively develops over the time during
which the individual provides knowledge-based
services. This could also refer to experienced-

based knowledge or tacit knowledge (Nonaka,
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1994). Secondly, client knowledge relates
to an understanding of every aspect of the
customers such as their industry, firm, inside
people, and so on (Empson 2001).

Taken altogether, the features of PSF
imply that tacit knowledge is that which is
embedded within the employees, especially
those professions that are very critical in
offering services and need to disseminate and
codify this tacit knowledge throughout the firm.
Thus, understanding absorptive capacity in
terms of the process and barriers within this
context is necessary; however, the theoretical
and empirical evidence of absorptive capacity

within the PSF setting is still scarce.
Methodology

Research design

To answer the research questions,
a qualitative research design is used in
conducting this research. This is because
the previous absorptive capacity studies fail
to validate the process construct, while the
barriers are still under-investigated, thus
Edmonson and McManus (2007) suggested
the future study to use open-ended questions
instead.

An inductive research approach is also
employed in conducting this research. This means
the research has not started with any theories
or conceptual frameworks that have been
developed by previous researches (Saunders
et al., 2009), but reliant on the collected data
to develop a new framework which is directly

relevant to the research questions.
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A single case study method has been
chosen to study the phenomenon under a PSF
context. Yin (2003) argued that a case study
method is suitable for in-depth investigation
of the contemporary phenomenon within the
real-life context, where evidence between
phenomenon and context boundaries are
scarce. As Cuervo-Cazurra and Rui (2017)
recommended further absorptive capacity
studies to work on the process and barriers
within the service firm since it may occur
differently from the technological or research-
intensive firm, which implicitly suggested
for the use of a case study approach as
a research method. The service firm context
thus is considered as a new context within
the absorptive capacity literature, which still
lacking theoretical and empirical evidence
regarding the absorptive capacity process
and barriers within the service firm context.

Case-selection

The empirical setting for this research
is a banking/financial service firm, particularly
the operation division. This setting is
considered as reuse economic since the
workers have been relying on the guidebooks,
which is a company’s internal knowledge
and always reuse them when serving the
customers. Additionally, the accessibility
of this PSF in Thailand subsidiary allows me
to gain insights regarding my research
questions, particularly in barrier-perspective.
This is because Thailand is categorised as

the emerging countries, so deficiencies in

regulations and other external factors that
differ from the headquarter might, directly
and indirectly be the barriers to this PSF’s
absorptive capacity.

Data collection

Data collection used in this research
consists of primary data from in-depth,
semi-structured interviews, and secondary
data from the company’s written materials.

I used a snowball method (Miles and
Huberman, 1994) in selecting samples or
participants of this research. This process
of suggesting the further participants by the
previous participant is an example of snowball
sampling method worked. The process had
been continuing until the collected data
are robust. As a result, there were eleven
participants from bank’s operation division
with consisting of Customer analysts, Customer
analyst supervisors, and Subject-matter-expert
(SME) participated in the interviews.

Prior the interviews, themes or key
questions had been designed to ensure that
covered all the elements of the research
questions : (1) summarising the company’s
internal environment, key developments and
changes, (2) summarising key responsibilities
and routines of current position, (3) new or
unfamiliar information, knowledge, or cases, (4)
explaining further stages in dealing with new
or unfamiliar cases, (b) problems or barriers
arose in dealing with the new or unfamiliar cases.
These themes/key questions were interrgated

to all participants, however, the flows



of questions were varied depended upon the
conversation during the interviews and also
additional unplanned questions were asked to
discover insights of interesting issues

The written materials used in this
research include: firstly, PSP? is a document
that provides to all workers in all subsidiaries.
The information within the PSP mainly consists
of general businesses and global level
operations, procedures, and policies to
ensure that the workers are familiar with
the company internal systems. Secondly,
EMP* is the handbook for employees
that presents overview of the company’s
information, its customers, and the expected
roles of employees by companies. Thus, both
PSP and EMP consisted of several useful
information that allows me to gain insights
about this PSF’s internal environment at
the global level.

Data validation

This research has triangulated the
data in order to ensure the robustness of
the gathered data (Yin, 2009). The data
collection used in this dissertation consists
of primary data from in-depth, semi-structured
interviews, and secondary data from the
company’s written materials to see the
consistency among obtained data. Additionally,
using a snowball sampling method would
mitigate the researcher’s bias towards the

findings.
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Data analysis

This research has been adapted Gioia’s
model (Gioia et al., 1994) for inductively
analysing the data means a myriad of terms,
codes, and categories are derived from
informants/participants rather than from
the review of literature (Gioia et al., 2012).

The inductive data analysis process
was begun through open coding (Strauss and
Corbin, 1988), I delineated the raw data line
by line in order to identify the text segments
that refer to the process and barriers of
absorptive capacity. Next stage, I used axial
coding (Strauss and Corbin, 1988) by comparing
and contrasting the 1%%-order concepts and
identifying the relationships between them.
At the final level of data analysis, I examined
the 2"-order themes in order to extract them
into aggregate dimensions by asking whether
those themes provide any concepts that could
explain my interesting phenomenon that are

process and barriers of PSE’s absorptive capacity.
Findings

Service firms’ absorptive capacity
process

As shown in Figure 5, the data analysis
identifies six emerging dimensions/stages
that collectively form the process of a service
firm’s absorptive capacity, which merge the
individual-level absorptive capacity, linking
mechanism between both levels, and firm-level

absorptive capacity together (see Figure 6).

3The real name is replaced and anonymous for the confidential purpose

“The real name is replaced and anonymous for the confidential purpose
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15-order concepts

2"_order themes

Aggregate dimensions

Directly and indirectly obtaining
customer information

Screening and checking customer
information and background

Following the instructions from
guidebook in serving the customers
Utilising relevant knowledge from
guidebook and internal knowledge
systems

A 4

Receiving and understanding the
customer cases

Simultaneously explore
customer cases and exploit
internal knowledge

A4

Organisational ~culture cultivates
workers to be a curious person
Questioning and paying attentions to
suspicious customer cases

Applying existing internal
knowledge

Aware of new and unfamiliar
outside environment that influenced
the customers

Communicating with higher
positions

Weekly meeting within the
department

Suspecting the customer cases

Identify new
scenario/cases

Realising new and unfamiliar cases

Case sharing through formal
communication

Cases
communicating/sharing

Informal discussions with
colleagues/teammates

Case sharing through informal
communication

Subject-matter Experts (SMEs)
participate in meeting

Realising potential useful customer
cases via internal systems

Assessing and extracting the cases
by Subject-Matter Experts (SMEs)
through their own knowledge and

experiences

Meeting among SMEs at worldwide
or regional scale

Discussing important cases in each
subsidiary during the SME meeting

Receiving cases by experts

Evaluating important
cases

Reviewing cases by experts

Adjusting the existing knowledge to
fit with outside environment
Adding new knowledge which is
applicable to apply in various
customer situations

Case sharing at intra-organisational
level

Developing solutions and
creating new knowledge
across subsidiaries

Sourcing new knowledge relevant to
the job

Sourcing new knowledge that is
applicable for unfamiliar cases

Refining the existing internal
knowledge

Interpreting the use of new
knowledge before applying

Retrieval of new knowledge by
lower-level workers

Standardising and

applying new knowledge
across subsidiaries

Applying the new knowledge based
on its implications

Figure 5: Data structure of service firm’s absorptive capacity process
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Simultaneously

Case

Developing

Standardising and

explore customer Identify new communicating ~ Evaluating solutions and applying new
cases and exploit scenario/cases Jsharing important cases creating knowledge knowledge across
internal knowledge across subsidiaries subsidiaries
Individual-level absorptive capacity Linking Firm-level absorptive capacity Individual-level
mechanism absorptive capacity

Figure 6: Service firm’s absorptive capacity process

1. Simultaneously explore customer
cases and exploit internal knowledge
First stage in the process refers
to individual employees seeking customer
information in order to provide the right
services to the customers based on service
procedures (knowledge) from the firm’s
existing knowledge sources. The employee’s
underlying activities at this stage are: (1)
“Receiving and understanding the customer
cases” is a customer due diligence process,
in which different sources of customer
information need to be woven into a full
customer case, which is done by customer
analyst position through “the front-officers
receive customer information directly from
walk-in customers” (Participant 3) and “search
on Stock Exchange Thailand (SET) as almost
all of our customers are list companies in
Thailand” (Participant 9).
Additionally, (2) “Applying existing
internal knowledge” refers to the employee’s
ability to select, follow and/or apply the

company’s existing knowledge within the

guidebook or internal knowledge systems
that have been explicitly encoded as
service procedures. Some participants
strictlyapplied the company’s guidelines,
for example, “we followed the instructions
from the guidebook that illustrated how to
monitor or work procedure in serving the
customers” (Participant 3), whereas other
several interviewees also referred applying
the knowledge rather than strictly following
the procedure, for instance “the reasons
why we have to do this (apply knowledge
from guidebook), knowing the reason is
significant, [...] so we could apply it correctly”
(Participant 8). The possible reasons to
explain the differences in the use of a firm’s
existing knowledge are first they have
different backgrounds, particularly the length
of time spent working within this company.

Taking the two activities above
together, both activities occur iteratively
and coincidentally to ensure that the
employees do not misapply the company’s

service procedures. This first stage of the
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service’s firm absorptive capacity process
is considered as individual-level absorptive
capacity since each individual confronted
different customer cases and the way in
which they applied (tacit) knowledge to
provide the customer services was different
and had been embedded within the memory
of each individual who was responsible for
a certain customer case.
2. Identify new scenario/cases

This refers to the employees’
perception that some customer cases were
relatively new to him/her, the firm, and the
firm’s industry based on his/her individual
thoughts, which were influenced by his/her
background. There are two main employee
activities: (1) “Suspecting the customer cases”
means an employee’s tendency to be curious
and question something that appears unusual
in the customer cases, which have been
cultivated by firm’s culture e.g. “due to the
organisation culture, which cultivates us to
be a curious person” (Participant 1), and also
individual’s knowledge and work experiences
(tacit knowledge), for instance, “the customer
information seemed to be reliable, but at some
points, they were in contrast with each other,
especially their source of wealth” (Participant
11) . Such behaviour was beneficial to the firm
because the employees could internalise the
suspicious cases to the firm-level for further
knowledge processing.

Futhermore, (2) “Realising new
and unfamiliar cases” not only refers to the

customer cases, but also includes the

external factors that probably influence
the customers’ actions e.g. “some cases
were quite strange within this industry and
we all should be aware of this unfamiliarity
because those cases might be potential
case studies for us to learn in the future”
(Participant 10). Logically, any changes in
the customers might hint at changes in
the external environment, especially the
evolutions of the financial service industry.

Taken altogether, both unusual and
new/unfamiliar cases might refer to cases
that have an unclear or no solution within
the firm’s existing knowledge (i.e. guidebook);
thus, the employees may have thought it
was a new case/scenario. At this stage,
it is also considered as individual-level
absorptive capacity since the new cases
were identified based on each individual’s
subjective perception or their own tacit
knowledge since the explicit knowledge
(firm’s guidebooks) has not been covered and
this tacit knowledge has not yet internalised
to the firm-level at this stage.

3. Communicating/sharing cases

The third stage refers to a linking
and integration mechanism between
individual-level and firm-level absorptive
capacities. Based on the interview data,
two broad mechanisms for case sharing are: (1)
“Case sharing through formal communication”
refers to the employee purposively
communicating with another person or team

through a formal meeting with purposes to



solve the customer cases e.g. “If I really did not
understand the cases as well as how to provide
the solution to the customers, I would ask my
manager” (Participant 5) and to disseminate
new/unfamiliar cases for further knowledge
processing, which usually occurred through
the formal department meeting, e.g. “usually
during the meeting we were sharing and
discussing new significant cases or issues that
the guidebook had not covered” (Participant 8)
The meeting seems to be a main channel for
externalising each employee’s tacit knowledge
(new and significant cases). Although the
employees sometimes specifically indicated
a person to communicate with, during the
meeting, they needed to narrate again those
cases that they subjectively thought were new
and significant to the firm.

Another activity is (2) “Case sharing
through informal communication” refers to
employees informally and openly communicating
or sharing cases with another unspecified
person e.g. “the company’s working system
facilitates the workers to have open and creative
discussions” (PSP Book). The employees
typically discussed these with the colleagues
within their team first, especially those
colleagues who had been working within
the company for a couple of years.

Taken as a whole, both formal
and informal case sharing/communicating
are mechanisms that externalise the tacit
knowledge to become explicit knowledge.
It is a significant stage that connects the

individual’s and firm’s absorptive capacities
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together. As those new/unfamiliar cases that
were embedded only within the employee
who dealt with that case (tacit knowledge),
he/she had to marshal or codify those cases
in the form of a textual format or narrative
story to be able to share it with others easily
for seeking effective solutions/procedures
since the firm’s existing knowledge sources
might not be comprehensible on such
issues. Thus, at this stage, those cases have
been disseminated to other organisational
members and internalised into the firm’s
internal systems. Thus, at this stage, those
cases have been disseminated to other
organisational members and internalised
into the firm’s internal systems.
4. Evaluating important cases

“Evaluating important cases” refers
to the potentially new and significant cases,
determined by the employees (customer
analysts), which will be received, reassessed,
understood and extracted by the experts/
professions. This stage is constituted by (1)
“Receiving cases by experts” refers to a situation
where the potentially new or significant cases
to the firm are transferred between lower-
level employees; generally, from the customer
analysts to Subject Matter Experts ( SMEs),
for example, “The SMEs also sat in the
meeting and retrieved the information we
were talking about or sharing” (Participant 9).
The SMEs also realised new cases by
themselves through observing the work
tracking systems, particularly those cases
that the workers had spent a longer time

to resolve.



70  Kasetsart Applied Business Journal
Vol. 14 No. 21 July - December 2020

Moreover, (2) “Reviewing cases by
experts” means that, through the experts’/
professionals’ education, experiences, and
professional background, they are able to
assess and determine which cases are
exactly new and significant to the firm
and its industry e.g. “the SMEs applied
the knowledge, skills and experiences in
extracting the information from the meeting
with lower-level workers which was considered
significant and potentially applicable for the
company” (Participant 9).

Taken altogether, during this stage,
it appears to be a firm/organisational-level
absorptive capacity since those potentially
new and significant cases to the firm were
codified to become explicit knowledge and
shared to others, including the SMEs. The
SMEs are therefore responsible for evaluating
and identifying the cases that are truly new
and significant to the firm based on their
professional experience (tacit knowledge).
The really significant cases would be further
discussed at the global level to generate new
knowledge/solutions.

5. Developing solutions and creating
new knowledge across subsidiaries

This refers to a stage at which the
significant cases, according to the experts/
professions in each subsidiary, are pulled
together for generating new knowledge
(or customer solutions/service procedures) to
the firm. This stage comprises (1) “Case sharing
at Intra-organisational level” is a meeting
among the SMEs to discuss the important

cases that arose in each subsidiary. The

SME meeting could occur on a worldwide or
regional scale, with the main aim being to
share and discuss the extracted cases in
each subsidiary.

In addition, (2) “Refining the existing
internal knowledge” refers to extending and
updating the company’s existing knowledge
available in both the guidebook and internal
knowledge systems to effectively align with
the new external environment. The SMEs
then adjusted the firm’s existing knowledge
through “knowledge improvement, adjustment,
or reduction in the guidebook” (Participant 7),
and the SMEs utilised their tacit knowledge
so that “the new knowledge will be adjusted
to be more comprehensive with various
situations that may happen in the financial
service industry in the long term” (Participant 11).

Taken as a whole, once the cases
in all subsidiaries had been shared, the SME
Board then created new knowledge by either
(1) compatibly combining and adjusting the
existing knowledge with the new significant
cases and/or (2) transforming the cases to
become the firm’s new knowledge and adding
to the firm’s knowledge sources without
combining the previous ones. This stage is
considered as firm-level absorptive capacity
since the new knowledge that was created
had resulted from integrating the new
significant cases and the tacit knowledge
of SMEs, and was systematically codified
into the explicit knowledge form to the
firm. Consequently, the implications of new
knowledge were compatible with the firm’s

dominant logic.



6. Standardising and applying new
knowledge across subsidiaries

The final stage refers to the new
knowledge in the forms of the guidebook
and internal knowledge systems, is available
for applying to all workers across subsidiaries.
There are two main activities underlying
this stage: (1) “Retrieval of new knowledge
by lower-level workers” means the employees
(customer analysts and other positions)
select the new knowledge based on each
individual subijective criterion e.g. “sourced
only relevant knowledge that was applicable
with my current responsibility” (Participant 2),
meanwhile several interviewees retrieved
only the knowledge that was applicable to their
new/unfamiliar cases, e.g. “I always sourced
the new knowledge that I was unfamiliar with
or rarely confronted; thus, next time I could
apply it correctly” (Participant 3).

Another activity is (2) “Applying
the new knowledge based on its implications”
refers to the employees utilising the new
knowledge based on each individual’s
subjective interpretations. Although the firm
had tried to globally standardise the use
and implications of new knowledge, the
implications of new knowledge can be
interpreted differently based on each

individual’s understanding of the knowledge.
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The reason for this was described by
an interviewee: “the new knowledge or
information that has been encoded in the
guidebook is like a regulation and it is
subject to each person’s interpretation [...] to
be able to apply it” (Participant 2). The manner
of interpretation for each employee tended to
reflect the background of each person; thus,
the greater their work experience, the more
precisely and correctly they interpreted the
new knowledge’s implications
Taken altogether, this stage is

indeed individual-level absorptive capacity
because each employee needs to retrieve,
translate, interpret and understand the new
firm knowledge and apply it based on
individually subjective interpretation. It turns
the loop to the first stage as “new knowledge”
becomes “existing knowledge”. Therefore,
the service firm’s absorptive capacity process
is path dependent.

Barriers to the service firm’s absorptive
capacity

As shown in Figure 7, the data analysis
depicts three emerging layers of barriers to
the service firm’s absorptive capacity process,
which comprise of individual-level, internal
environment, and external environment

(see Figure 8).
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15t-order concepts

2"d_grder themes

Aggregate dimensions

e Different educational background

® Lack of work experiences within
financial service industry

® Interpreting the use of knowledge
based on individual understanding

e Different positions interpret
knowledge differently

A 4

Lack of relevant prior knowledge

A 4

Different interpretations of
implications of knowledge

Individual-level
barriers

® Too much emphasize on works

® Strict to higher position’s authorities

® SMEs have the most powerful voice
in identifying the significant cases

Lack of attention

e Difficult to apply some knowledge
within the guidebook

® [ aunching new guidebook in every
3-5 months

® The new knowledge does not match
with small subsidiary’s environment

A 4

Top-down management style

Internal environment

Inapplicable guidebook

barriers

® Managers check the work outcome
® Tracking work progressions

Internal control systems

® Following domestic, regional, and
head quarter’s laws

A 4

Differences between domestic and
foreign laws

External environment

e Insufficient information provided by

barriers

customers

o

Difficult customers

® Customer ignorance

Figure 7: Data structure of barriers to service firm’s absorptive capacity process

1. Individual-level barriers

“Individual-level barriers” refer to
a set of factors that constrain the service
firm’s absorptive capacity that occurs for
some employees rather than all employees.
From the interview data, it is clear that there
are three main individual-level barriers: (1)
“Lack of relevant prior knowledge” refers to
the backgrounds of some employees in both
educational and work experience that is not
related to the firm’s industry; (2) “Different
interpretations of the implications of
knowledge” means that each individual
understands and interprets the knowledge

within the guidebook or internal knowledge
systems differently. Based on the interview
data, it can be noted that this barrier is also
influenced by each individual’s background;
(3) “Lack of attention” refers to the extent
to which the employees pay attention to
their work as they may be unaware of the
introduction of new knowledge or the
importance of new case sharing. Notably,
the depth of focus on the work might be
somehow influenced by each employee’s
personality type, but may also be partially
influenced by the firm’s internal environment,
such as control systems.



Taken altogether, such barriers
are directly related to each individual’s
background and attitude towards the work.
These negatively affect the service firm’s
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absorptive capacity due to some employees
beingunable to identify and share new cases
to the firm and also being unable to apply the
firm’s knowledge effectively (see Figure 8).

Simultaneously
explore customer
cases and exploit

internal knowledge

Case
communicating | —»
/sharing

Identify new
scenario/cases

Developing
solutions and
creating knowledge
across subsidiaries

Standardising and
applying new
knowledge across
subsidiaries

_ Evaluating
important cases

Different interpretations
on implications of
knowledge

Lack of relevant
prior knowledge

Individual-level

Lack of attention
barriers

Figure 8: Individual level barriers in relations with service firm’s absorptive capacity

2. Internal environment barriers

Internal environment barriers are
a set of barriers that reflect the internal
problems of the firm such as the structure,
the firm’s knowledge sources, and control
systems that diminish employees’ and the
firm’s ability to absorb new outside knowledge/
information. The internal barriers include: (1)
“Top-down management style” refers to an
imbalance of power between high- and low-
level workers. A clear example of the
imbalance of power within this PSF is the
fact that the SME position held the highest
authority in determining which cases were
important to the firm rather than this being
determined by the employees (customer
analysts), who dealt directly with — and gained
more insight into - the customer cases;
(2) “Inapplicable guidebook” refers to the
employees being unable to apply the

knowledge or some instructions within

the guidebook as it was not well-planned,
designed or written at headquarters. Some
sections of the knowledge/service procedures
within the guidebook were hard for the
employees to understand and apply due
to several causes, such as the information
contrasting with internal knowledge systems
and repetitive service procedures; (3) “Internal
control barriers” refer to the firm’s attempt
to regulate employees to achieve the firm’s
expected standard. Based on the interview
data, there were two main control systems:
outcome control through the customer cases
analysis and process control through the
company's work tracking systems. With
the firm having too much control over the
employees, they might place more emphasis
on their work to meet the company’s
standard without concerning themselves
with knowledge sharing or updating new

knowledge.
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Taken as a whole, unlike the individ-

ual-level barriers, these internal environment

this PSF. Remarkably, some internal barriers

could be a distinct cause of individual-level

barriers tend to affect almost everybody in  barriers.

Simultaneously . Case . Developing Standardising and
explore customer Identlfy new oot . Evaluating solutions and applying new
cases and exploit ™ scenario/cases [+*| communicating | — important cases creating knowledge knowledge across

- /sharing . .
internal knowledge across subsidiaries subsidiaries
— directly affect
> indirectly affect
Top-down Lnapplicable Internal control Internal environment
management style guidebook systems barriers

Figure 9: Internal environment barriers in relations with service firm’s absorptive capacity

3. External environment barriers

External environment barriers are
a set of barriers from outside stakeholders
that posed some difficulties to the service firm
in absorbing new knowledge/information.
The external environment barriers include: (1)
“Differences between domestic and foreign
laws” pose a difficulty to the individual-
absorptive capacity in applying the firm’s
knowledge/service procedures. This is because
of the nature of the financial service industry,
which is highly regulated, and also the
need to localise to the local environment,
suchas local regulations. This PSF aimed to
maintain a global service standard across
the subsidiaries; thus, the employees had
to consider various laws in service providing
for the customers; (2) “Difficult customers”
refers to the extent to which the customers

are non-cooperative with the firm’s

policy/instruction. If the customer provides
insufficient information or ignores the
information requirement, the employees
might be unable to understand and capture
the full case story; and could not justify
whether this case is a potentially new
significant case to the firm or not.

Taken altogether, the external
barriers seem to directly and indirectly
constrain the service firm’s ability to absorb
external knowledge/information and also make
it more complicated to apply and identify the
firm’s knowledge (see Figure 10). The PSF has
no power to control these outside barriers;
however, by being aware of these barriers,
the PSF could probably proactively prepare
itself to deal with those external threats
to facilitate both individual- and firm-level

absorptive capacity processes.
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Figure 10: External environment barriers in relations with service firm’s absorptive capacity

Discussion

Theoretical implications
1. Towards absorptive capacity process
Based on my empirical findings,
I contribute several new insights to the
absorptive capacity literature. First, this study
has introduced six dimensions/stages of
absorptive capacity process within the
service firm, which differs from the previous
studies (e.g. Cohen and Levinthal, 1990;
Todorova and Durisin, 2007; Zahra and
George, 2002) and consists of the highest
number of processes so far. Interestingly, due
to the nature of the service firm being highly
involved with tacit knowledge, its absorptive
capacity process is hence more complex and
integrates the individual-level and firm-level
together, as well as the linking mechanism
between both levels. This process has
allowed me to address two gaps within
the existing absorptive capacity literature,
first highlighted by Lane et al. (2006),
Lewin et al. (2011) and Volberda et al.

(2010); namely, that the absorptive capacity
studies had focused only on research-intensive
firms and technological knowledge. Secondly,
there was scarce empirical evidence regarding
individual-level absorptive capacity and how it
links with the firm-level proposed by Lane et
al. (2006) and Volberda et al. (2010). Notably,
my findings aligned with Cohen and Levinthal’s
seminal paper (1990) in terms of the absorptive
capacity being a multi-level construct.
Secondly, the findings from
the research setting consider the “case
communicating/sharing” both formally and
informally as one of the stages in the service firm'’s
absorptive capacity. This is similar to previous
studies by Todorova and Durisin (2007) and
Zahra and George (2002) in terms of social
integration mechanisms, but both studies
view it as the organisational antecedent
due to their absorptive capacity process
constructs being captured only at the firm
level. The main reason for including it in
the process is because this study is set

within the PSF context, which relies heavily
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on tacit knowledge. The third stage “case
communicating/sharing” is hence a mechanism
to externalise the tacit knowledge to become
an explicit knowledge component and it is also
a linking mechanism between individual-level
absorptive capacity and firm-level absorptive
capacity.

Additionally, the fifth stage “developing
solutions and creating new knowledge across
subsidiaries” indicated that the service firm
creates new knowledge by combining new
cases/knowledge with existing knowledge
(similar to knowledge assimilation), and
adds new knowledge without combining the
previous knowledge (similar to knowledge
transformation). This can strengthen andconfirm
the arguments of Todorova and Durisin (2007)
and Patterson and Ambrosini (2015), who state
that knowledge assimilation and transformation
are alternative processes and can happen
coincidentally rather than being a sequential
process, as argued by Zahra and George (2002).

Finally, the empirical findings
contribute by finding that the service firm’s
absorptive capacity, including the exploitation
process (the first and sixth stages in my
findings), is path-dependent, which is
consistent with Cohen and Levinthal (1990)
and Todorova and Durisin (2007). A possible
reason to explain this study’s findings is based
on the service firm, which is characterised
as a reuse-economic PSF as the knowledge-
based services provided to the customers are

based on the firm’s existing knowledge (e.g.

guidebook), which is cumulatively changed
and upgraded over time.

2. Towards barriers to absorptive
capacity

The previous studies have researched
its antecedents, process and outcome, while
theoretical and empirical evidence of the
barriers to absorptive capacity — specifically
within the service firm - is scarce (Cuervo-
Cazurra and Rui, 2017). To bridge this gap,
therefore, this research is the first absorptive
capacity study that introduces a non-static
process point view of barriers in the service
firm context. My findings provide a fresh
insight on barriers, fully capturing a multi-level
absorptive capacity divided into three main
layers: individual-level, internal level, and
external level.

The analysis of individual-level
absorptive capacity introduced several
barriers that occur due to differences in
individual background and personality.
The findings suggest that a “lack of relevant
knowledge” is the main barrier that negatively
affects several processes of the individual-level
absorptive capacity. This barrier seems to
correspond with the previous studies in
finding that the relevant prior knowledgeis
the antecedent of firm-level absorptive
capacity (Cohen and Levinthal, 1990;
Todorovaand Durisin, 2007; Zahra and George,
2002). Through the barrier lens, the lack of
relevant prior knowledge causes a failure in

individual-level absorptive capacity, which



also means a failure at the firm level as
well. My findings also contribute two
more individual-level barriers to the
literaturethat are “different interpretations
of the implications of knowledge”, and
“lack of attention” in sharing and updating
the knowledge.

Second, from the findings, the
“top-down management style” is a barrier,
which seems similar to “managerial biases”
(Cuervo-Cazurra and Rui, 2017) and internal
“power relationships” (Todorova and Durisin,
2007), but unlike managerial bias, which tends
to refer to a tendency of the manager to show
bias in acquiring certain knowledge sources,
the top-down management style provides
a broader view as a firm structure that limits
lower-level employees’ ability in identifying
and sharing new cases to the firm, having
similar negative consequences to the internal
power relationships argued by Todorova and
Durisin (2007). I also highlight the finding
that the firm’s existing knowledge source (e.g.
guidebook) can itself be a barrier if the inside
knowledge cannot be applied by employees.
Plus, I assert that “internal control systems”
indirectly ruin the service firm’s absorptive
capacity since they make employees ignore
new knowledge and new case sharing during
the meetings.

Third, the findings suggest “differences
between domestic and foreign laws” indirectly
constrain the service firm’s absorptive capacity

since this barrier has led to an inapplicable
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guidebook within this subsidiary. Additionally,
there are “difficult customers” in terms
of non-cooperation with the firm’s policy for
providing their information; thus, without the
customer cases, the employees are unable
to justify how important it is, and ultimately
the service firm fails to absorb the outside

information.
Managerial implications

This research provides ideas that could
be valuable to managers in service firms,
particularly reuse-economic PSF. It presents
non-static the service firm’s absorptive
capacity process point view of barriers; thus,
the managers can first visibly realise multiple
stages of the service firm’s absorptive capacity
rather than they just had visible only the most
relevant stages to their position, and secondly
need to be aware of and able to overcome
the existence of barriers to the service firm’s
absorptive capacity in order to maximise this
capacity.

With regard to my findings, they can
assist the managers to address the problems
that the service firm is facing in absorbing
new outside knowledge/information, and then
the managers can further analyse the cause(s)
of such problems and also create appropriate
solutions to resolve them. More precisely, the
managers can understand that individual-level
absorptive capacity and the linking mechanism
to the firm level significantly influence the

firm-level absorptive capacity. If there is
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a problem within the “evaluating important
cases” stage, the managers can look back
and find out the cause from prior processes
such as “case communicating/sharing”
and/or “identify new scenario/cases”, so the
managers are able to identify the barrier(s)
in relations to that stage(s). For example,
the managers might observe that the cause
of an inability to evaluate important cases
is rooted in a lack of case communicating/
sharing, so then they can explore in more
detail whether the barrier(s) is occurring at
the individual level (e.g. “lack of relevant
knowledge” or “lack of attention”) or at the
internal level (e.g. “top-down management
style” and “internal control systems”).
My findings can also facilitate the managers
to notice the cause-effect relationships among
the barriers. A good illustration is the finding
that internal control systems lead to a lack
of attention among employees in sharing
new cases; thus, the managers can design
the most appropriate solutions to resolve
the problems.

Limitations and recommendations for
future research

1. The research has studied the PSF,
which primarily collect data through the
interviews only in a subsidiary. The future
research thus can collect the interview
data from the service firm across subsidiaries
and also headquarter to explore additional

barriers in different countries’ environment.

2. The inductive qualitative design
are unable to test and validate relationship
among the stages of service firm’s absorptive
capacity and also between the process
and the barriers in my findings. The future
researchmay operationalize this by conducting
a quantitative research approach instead.
The statistical test could strengthen and
validate the relationships among the
components of the findings.

3. The single qualitative case study
design employed by this research, which
specifically concentrated on one type of
service firm (reuse-economic PSF). My empirical
findings, therefore, may not be able to
generalise into other types of the service
firm. The future research may work on
a single-case or multi-case study approach
in other types of service firm such as
“expert-economic PSF”, which purely rely
on experience-based knowledge, so the
absorptive capacity process and barriers

may appear differently from my finding.
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