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The influence of entrepreneurial orientation and absorptive
capacity on SME’s NPD

Hyung-rok Woo - Jung-eon Kwon

Abstract : New product development(NPD) is imperative management activity for
growth and survival of the firm. In the context of the small and medium-sized
enterprises(SMEs), the firm became further dependent upon NPD with the increasing
turbulence in environments. This research suggests the role of entrepreneurship
orientation(EO) and absorptive capacity(ACAP) that affect the success rate of NPD in
SMEs. Although each of them has been highlighted as critical resources in the aspect of
the sustainable competitive advantage, the relationship and the effect between EO and
ACAP have received scant attention.

Based on the sample of 261 Korean SMEs, this study examines the direct/indirect
effect of EO and ACAP on NPD performance. While innovativeness of EO has the direct
effect on NPD performance, both risk-taking and proactiveness of EO show no
significance. While realized ACAP has the positive influence on NPD performance,
potential ACAP shows no significant influence. In addition, we found that the impact of
innovativeness on NPD performance was being partially mediated by ACAP whereas the
relationship between proactiveness and NPD performance being fully mediated by ACAP.
These findings would provide generic insights that both exploration and exploitation
regarding knowledge and resources in SMEs are necessary in order to increase NPD

performance and two activities have to align with EO.

Key Words : NPD (New Product Development), Absorptive Capacity, Entrepreneurial

Orientation
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