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The entrepreneurial orientation (EO) literature verifies its positive relationship with firm 
performance; nonetheless, its degree relies on certain factors. This study uses the 
knowledge-based view to develop and test a model of how start-ups can enhance their 
entrepreneurial orientation (EO) in incubator environments. Based on the concept of 
dynamic capabilities and strategic fit, this study proposes that absorptive capacity (ACAP) 
plays a role in catalyzing EO to yield performance outcomes. Only when start-ups 
combine existing resources with the absorptive capacity to make use of their strategic 
decisions, can they achieve a higher EO. The research model is empirically validated using 
survey data from 304 start-ups of various technology incubators in India. Our research 
evidence prove that ACAP improves the relationship between EO and performance in 
incubator environments. Further, we discuss implications for theory and practice. 

1. Introduction 

One of the main motivators of entrepreneurship actions 
is the creation of successful start-ups (Taormina & Lao, 
2007). The emphasis on successful new venture stories has 
led many entrepreneurs to work and discover the compo-
nents and characteristics of a successful start-up (Dubini, 
1989). Although objective conditions, such as human cap-
ital (Dimov & Shepherd, 2005), intellectual capital (Pena, 
2002), social support (Hopp & Stephan, 2012), and financial 
capital (Fitza et al., 2009) have been found to have a positive 
impact on start-up performance, subjective factors, such as 
learning orientation (Ebrahimi et al., 2018), market orien-
tation (Lewrick et al., 2011; Mavondo et al., 2005; Renko 
et al., 2009) innovation (Kohtamäki et al., 2020; Stayton 
& Mangematin, 2016; Caseiro & Coelho, 2019) have also 
been shown to increase start-up performance. These find-
ings have highlighted the ‘subjective’ nature of firm per-
formance, which indicates that successful and unsuccessful 
entrepreneurs tend to show variations in their strategies of 
ideation, knowledge building, interpretations, and thought 
processes under varying subjective conditions (George & 
Bock, 2011; Davidsson, 2015; Bradley et al., 2012; Gregoire 
et al., 2011). 

Subsequently, small firm performance has been found 
to be correlated with a number of firm-level variables that 
are subjective in nature, such as small business orientation 

(Runyan et al., 2008), firm structure (Pelham & Wilson, 
1995) and team creativity (Khedhaouria et al., 2015). Re-
search has identified absorptive capacity as one of the pre-
dictors of new venture performance (Flatten et al., 2011; 
Patel et al., 2015; Sciascia et al., 2014; Zahra & Hayton, 
2008) indicating the nature of the learning ability that char-
acterizes absorptive capacity (Sciascia et al., 2014) may 
have a beneficial effect on spawning and creating innova-
tion, which may potentially lead to innovative technology 
products which cause performance in startups (Zahra & 
George, 2002). 

On the other hand, research is still limited with regard to 
the strategic constructs that make some start-ups more sus-
ceptible to higher absorptive capacity (Flatten et al., 2011). 
Recent research suggests that entrepreneurial orientation, 
a well-known construct of strategic entrepreneurship, can 
be an answer to this question, as it can be a source of firm-
level decision-making activity that characterizes the knowl-
edge building capacity (Engelen et al., 2014) which may 
lead a startup to broaden its market opportunities. Conse-
quently, it seems reasonable that the creative recombina-
tion of information flows will induce productive entrepre-
neurial actions (Sciascia et al., 2014). In high-tech firms, 
EO built with poor access to external information and net-
works, despite the importance of market knowledge for the 
recognition and retention of highly attractive market seg-
ments, will hardly translate into good outcomes (Engelen 
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et al., 2014). Furthermore, the high risks of rapid innova-
tive changes in a technology market, faced in start-up in-
dustries, would seriously undermine EO’s output payoffs 
if established without a constant method of assimilating 
and leveraging tacit knowledge to generate realistic inno-
vation (M. Hughes & Morgan, 2007). Especially in technol-
ogy prone industry, start-ups face a high level of imitation, 
which can only be overcome through unique products that 
provide real-time solutions for customers, which can be re-
alized only through the live exploration of knowledge and 
information (Chaudhary, 2019; Vanhaverbeke et al., 2012). 

At the same time, it is often difficult and challenging 
to transform and catalyze entrepreneurial orientation into 
improvements in firm performance (Dess et al., 1997). Re-
searchers have therefore called for further developments in 
the analysis of how entrepreneurial orientation can be con-
verted into increased firm performance (Hou et al., 2019; 
Keh et al., 2007; Lumpkin & Dess, 2001; Madsen, 2007) by 
considering the aspects that might stimulate this process 
(Dess & Lumpkin, 2005; Lumpkin & Dess, 2001; Stam & El-
fring, 2008). Considering the characteristics of the Absorp-
tive capacity (ACAP) as learning ability and also regarding 
its prognostic power on new venture performance, the au-
thors thought of exploring the relationship between EO and 
ACAP in predicting the startup performance. Therefore, it 
is argued that EO may not be beneficial to the company 
in these settings unless it has established high levels of 
absorptive capacity. Consequently, this study responds by 
centering on absorptive capacity. A firm’s success may de-
pend on its absorptive capacity, which determines its ability 
to explore, assimilate, and apply new knowledge to its op-
erations (Jansen et al., 2005; Zahra & George, 2002). 

While the potential of absorptive capacity to assist early-
stage companies is evident and persuasive, the degree to 
which it enhances the learning ability of start-ups through 
exploration, and transformation of opportunities via ex-
ploitation of new and existing knowledge is unidentified. 
Therefore, this article discusses this topic in greater depth. 
In particular, its aim is to examine how entrepreneurial ori-
entation act as a strategic construct that can utilize the 
knowledge attribute to help improve the survival of new 
technology start-ups through higher performance. Thus, 
the study examines the mechanism by which the start-ups 
absorptive capacity enables EO by allowing the exploration 
of knowledge and critically promoting the transformation 
of information into resources that promotes business per-
formance through innovation, creating sustainable devel-
opment. Empirically, this study is built on survey data col-
lected from incubator firms from various technology 
business incubators in India. The context of the incubator is 
consistent with the literature on start-up performance and 
new venture efficiency, which suggests that the relationship 
between them may be nexus and dependent on situational 
variables. 

Consequently, these incubator start-up firm’s provide 
the right context for analyzing the association amongst en-
trepreneurial orientation, absorptive capacity, and start-up 
performance, since most of them are new and emerging 
and have no initial sales. The rest of the article is arranged 
in four sections. First, we clarify the notions of entrepre-
neurial orientation, absorptive capacity, and start-up per-

formance. Secondly, we propose a relationship between 
them. A third section, which discusses the research 
methodology and the empirical results, follows. Ultimately, 
it discusses managerial and theoretical implications. 

2. Theoretical Background and Hypotheses 
Development 

2.1 Entrepreneurial orientation and startup 
performance 

Incubators are often set up with the goal of fostering 
economic development in their local region by supporting 
start-ups and companies that will create jobs and also cre-
ating a more vibrant local business ecosystem (Grimaldi & 
Grandi, 2005; Wu et al., 2020). Not only do they enable new 
entrepreneurs to start their business by promoting rapid 
innovation, but they also promote their opportunities for 
survival and success by building strategic capacity, knowl-
edge, and networks (Aernoudt, 2004). Best practices illus-
trate the need to integrate the incubator programs correctly 
with the overall performance development strategy, where 
incubators are designed and implemented to achieve speci-
fied goals as part of, or as a combination of, larger strategic 
capability, and orientation (Hackett & Dilts, 2004a). 

Start-up performance is a key target for incubators and 
incubator companies alike. By helping incubated firms build 
new products and processes in a competitive market, they 
are meant to generate success through technology advance-
ments (Al-Mubaraki & Busler, 2013). In addition, an in-
cubator should help start-ups to increase the likelihood of 
survival, even post-incubation, by paving a sustainable path 
(Carayannis & Von Zedtwitz, 2005). To achieve the aim of 
sustainability, start-ups should not only be able to innovate 
but be able to take strategic decisions grounded on knowl-
edge and skills for opportunity recognition and exploration 
of the real-time market (Campbell & Allen, 1987). 

Several literature streams focus on objective measures 
of start-up performance or new venture performance (Ay-
atse et al., 2017; C.-J. Chen, 2009; Clausen & Korneliussen, 
2012; Iyortsuun, 2017; Schwartz, 2013). Although re-
searchers often use interchangeable terminologies (e.g., 
growth, profits, turnover), they all focus on the importance 
of financial measures in the performance of start-ups. How-
ever, pursuing this model in measuring “incubator firm suc-
cess” can be meaningless, as it follows the conventional 
ways of measuring success in any business unit and is often 
as simple as interpreting an annual report or profit and loss 
statement (Voisey et al., 2006). The performance can be as-
sessed with financial and non-financial indicators, accord-
ing to Venkatraman & Ramanujam (1986). Since the ma-
jority of the incubators are nonprofit organizations, they 
are amenable to additional outcomes since they are aiming 
at economic regeneration and sustainable development. As 
argued by Voisey et al. (2006) and Stephens & Onofrei 
(2012), consideration of non-financial outcomes (soft mea-
sures) provides a valuable explanation for the growth of the 
incubator firm and provides a clearer, more comprehensive 
view of its performance. 

A knowledge gap in the start-up performance literature 
is that most start-up performance studies are evaluated 
with only the hard measures (financial outcomes) in mind, 
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leaving aside soft measures (non-financial outcomes) that 
are perceived to be decisive factors for small firm success. 
According to Voisey et al. (2006), the assessment of incu-
bator firm performance must be wider than a collection 
of statistical outputs. Thus consistent with the approaches 
and measurement of Voisey et al. (2006) and Stephens & 
Onofrei (2012), it is hence desirable to use both hard and 
soft measures in this study to quantify incubator start-up 
performance. 

Firm failure is highest when firms are small; the im-
plementation of effective strategies is essential for success 
(Lechner & Gudmundsson, 2014). Incubator firms have an 
advantage from access to ideas and knowledge to strategic 
decision making (Voisey et al., 2006). In line with this, we 
focus on the context of start-up performance at the incuba-
tor firm-level and focus in particular on the role of strate-
gic structures that may foster performance. Entrepreneurial 
orientation is a term that emphasizes the role of externally 
driven strategies, as well as the importance of management 
support as a driving force behind the small firm success 
(Lumpkin & Dess, 1996). EO can be argued not as a mere 
performance enhancement tool but as self-catalyzing for 
the entire good if introduced under the right circumstances 
(Miller, 2011) in a start-up firm (Clausen & Korneliussen, 
2012). On the other hand, in some situations, EO can even 
be disadvantageous for start-ups if the firm’s context does 
not suit the application of EO (Lyon et al., 2000). Contrary 
to such a view, this paper argues that entrepreneurial ori-
entation could be a significant antecedent of start-up per-
formance among incubator firms, as incubators provide the 
right entrepreneurial context for firm-level strategic orien-
tation. 

The original interrogation raised by Miller (1983) - How 
does entrepreneurship vary in different firms? We aim to 
provide a logical extension so that the very concept of en-
trepreneurship and EO can be demonstrated. EO is related 
to a firm’s willingness to engage in entrepreneurial behav-
ior (Dess & Lumpkin, 2005). This can be done when a new or 
existing product is introduced into a new or current market, 
or still, if a new business is launched (Kraus et al., 2012). 
Thus EO serves as a major antecedent for incubator start-
ups as they are in their early stage and have no initial prod-
uct, sales, or revenue at all (Clausen & Korneliussen, 2012; 
Shi et al., 2020; Wu et al., 2020). Also, these start-ups are 
prone to failure owing to their liability of newness, and dif-
fer in terms of their performance and growth as well (West 
& Meyer, 1998). 

EO refers to a firm’s degree of entrepreneurship, and the 
variation in the performance of start-up solely depends on 
the degree to which they adopt different ways of pursuing 
entrepreneurship (Walter et al., 2006). The difference be-
tween start-ups in pursuing entrepreneurship can be ex-
plained by their entrepreneurial orientation since it refers 
to the method, practices, and decision-making activities 
that lead to the critical actions (Lumpkin & Dess, 1996). 
Though start-ups in a business incubation facility receive 
homogenous services, they differ in their performance due 
to their strategic decision making characteristics (Clausen 
& Korneliussen, 2012; Hou et al., 2019; Shi et al., 2020; Wu 
et al., 2020). Therefore it is best to attribute that the start-
up performance of incubator firms can be analyzed within 

the context of entrepreneurial orientation, which allows us 
to relate to what degree of entrepreneurship has led to vari-
ations among them. 

Centered on the initial conceptualization of Miller 
(1983), researchers largely approve of the three dimensions 
of EO, namely risk-taking, innovativeness, and proactive-
ness (Covin & Wales 2018; Rauch et al. 2009; Wales et al., 
2013). Lumpkin & Dess (1996) recommend competitive ag-
gressiveness and autonomy as two additional dimensions 
of the EO construct. Lumpkin & Dess (1996) suggest that 
further insights are to be gained from studying all the di-
mensions concerning EO. The breadth and depth of EO re-
search continue to expand as the term is applied to under-
stand the effects of being entrepreneurial across a rising 
number of research contexts, which consider it a core firm 
strategic orientation (Covin & Miller, 2014). To better com-
prehend the nature of EO-performance relationships and 
to inhibit unreliable short and normative theory construc-
tion, the specific relationships between EO and firm per-
formance should be considered (Green et al., 2008; Linton, 
2019). Lumpkin & Dess (1996) found that all the dimen-
sions of EO may be present when a business enters a new 
market, which is a necessary act of entrepreneurship be-
cause each one of it plays a significant role during a new 
entry into the market which appropriately represents the 
case of an incubator firm. For researchers to understand 
entrepreneurship and entrepreneurial behavior in a differ-
ent context, it is better advised to regard EO as a uni-di-
mensional and independent construct (Rauch et al., 2009; 
Clausen & Korneliussen, 2012). Consequently, the present 
study considers the sub-dimensions to be related (Lumpkin 
& Dess, 1996), and nonetheless, the sub-dimensions will be 
deliberated in detail below for a clearer picture. 

Lumpkin & Dess (1996) opines that innovativeness is the 
propensity of a firm to encourage and support novel ideas, 
development, experimentation, and creative processes that 
can lead to new technological products, services or 
processes. Lumpkin & Dess (1996) see innovativeness as an 
important component of EO because it represents an effec-
tive means of pursuing new opportunities for businesses. 
Covin & Miles (1999) claim that innovativeness is the main 
dimension to be utilized in all start-up and entrepreneurial 
firms. According to them, even in the midst of other dimen-
sions, there is no firm-level entrepreneurship, if innovative-
ness is not employed. 

A significant number of researchers have found a positive 
relationship between innovativeness and small firm perfor-
mance (Rauch et al. 2009; Justine et al. 2005). Start-ups face 
a lot of imitation globally, and the realness among start-ups 
will have implications for their performance. Subsequently, 
the significance of innovativeness as a component in EO 
for explaining performance is undeniable (Omisakin et al., 
2016). 

Risk-taking and the dimensions of entrepreneurial be-
havior are mostly seen as synonymous. "Risk-taking is the 
degree to which entrepreneurs are prepared to make signif-
icant and risky decisions, which can lead to high amount 
of failures’’ (Miller & Friesen, 1978, p. 923). Wiklund & 
Shepherd (2003) advocate that risk-taking attitude is a com-
pany’s ability to commit and invest valuable resources in a 
new venture where the result may be highly appalling. 
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Pro-activeness in a firm allows it to work opportunisti-
cally to change the environment by driving trends and stim-
ulating demand and becomes a first mover in a competitive 
environment (Polonsky et al., 2005). Proactive firms take 
the initiative in leveraging resources and become market 
leaders. Such businesses exploit resources, find market op-
portunities, and create new market segments that need in-
novation and experimentation (Fayolle et al., 2010). Proac-
tive firms perform better than rivals as they identify 
opportunities way ahead of their rivals and adapt to market 
changes accordingly in a rapid fashion (Franco & Haase, 
2013; Linton, 2019). 

Competitive aggressiveness represents the strength of 
a company’s attempt to beat their market competitors, 
marked by a strong and offensive competitor behavior 
(Lumpkin & Dess, 2001). Competitive aggressiveness is the 
strength of a company’s attempts to outperform competi-
tors in the market, marked by a combative disposition and a 
strong response to competitor behavior (M. Hughes & Mor-
gan, 2007). Competitive aggressiveness relates to a firm’s 
tendency to threaten its opponents aggressively and 
strongly to enter the market or boost its role, which is, to 
outperform its rivals (Chang et al., 2009). Competitive ag-
gressiveness of firms endorses improved firm performance 
(Chang et al., 2009; Lyon et al., 2000). 

Autonomy is an independent activity by a person or team 
designed to create and carry through a business model from 
entry to completion (M. Hughes & Morgan, 2007). It rep-
resents a person’s strong desire to have independence in 
creating and executing an idea within a firm (Lumpkin & 
Dess, 2001). Indication of autonomy in organizations can 
differ depending on size, management style, or ownership 
(Coulthard, 2007). Various studies and empirical evidence 
have shown that autonomy improves the positive perfor-
mance of the company (Omisakin et al., 2016). 

Clausen & Korneliussen (2012) had conducted a study on 
EO and speed to market among incubator firms, where they 
have adopted EO as a unidimensional construct. Rauch et 
al., (2009) also states that it is premature to recommend a 
multidimensional conceptualization of entrepreneurial ori-
entation, as yields truer results by considering EO as a uni-
dimensional concept. Thus, we intend to adopt the same 
treatment for EO in this study, by considering it as a uni-
dimensional construct. The following research question is 
hence posed: to what extent is entrepreneurial orientation 
related to firm performance for incubator firms? Based on 
the above argument, it is hypothesized that: 

H1: There is a positive relationship between EO and in-
cubator start-up performance 

2.2 Absorptive Capacity and start-up 
performance 

The resource dilemma of a start-up firm limits its entre-
preneurial actions, so they have to make meaningful use of 
the opportunities required to create value and improve per-
formance. The firm must be able to connect acquired exter-
nal knowledge with its product markets in a substantial way 
(Cohen & Levinthal, 1990) as it will face resource decline 
over time as the firm meets its original needs and continues 
to build its own capabilities. However, that is less likely to 

be true in the context of incubator start-ups. They exist in 
an environment that is marked by the fast and continuous 
change which create motives for continuous learning from 
incubators (Hutabarat & Pandin, 2014). This type of change 
allows firms to keep learning to survive, let alone succeed 
(Patton, 2014). This, in effect, allows firms to learn from 
highly experienced mentors and professional peer networks 
to promote the growth of their own knowledge, skills, and 
capabilities (Grandinetti, 2016). Consequently, the contin-
uous creation of the ability to absorb the knowledge within 
the firm is a necessary condition for the productive use of 
knowledge outside its boundaries by a firm (Flatten et al., 
2011). 

Absorptive capacity is the culmination of a prolonged in-
vestment and knowledge acquisition cycle within the firm, 
and its progress is path-dependent (Wales et al., 2013). 
Every piece of new knowledge that a firm has gained will 
contribute to performance and innovation (Zahra & Hay-
ton, 2008). Out of a learning context, ACAP has been theo-
rized to contribute to firm growth by enhancing knowledge 
transfer and, in effect, to promote sustainable competitive 
advantages (Grandinetti, 2016; Hutabarat & Pandin, 2014). 
Prior empirical investigations have mostly provided support 
for the idea that the ability to recognize and recreate new 
knowledge acquired from outside sources leads to better 
firm performance (Y.-S. Chen et al., 2009; Cohen & 
Levinthal, 1990; Zahra & Hayton, 2008). 

Cohen & Levinthal (1990) describe absorptive capacity 
as the ability of a start-up to explore, understand, trans-
form, and assimilate the knowledge acquired from external 
sources. According to Lane et al. (2006), “absorptive capac-
ity is a firm’s ability to utilize externally held knowledge 
through three sequential processes: (1) recognizing and un-
derstanding potentially valuable new knowledge outside 
the firm through exploratory learning, (2) assimilating 
valuable new knowledge through transformative learning, 
and (3) using the assimilated knowledge to create new 
knowledge and commercial outputs through exploitative 
learning”. Though other ACAP frameworks are available 
(e.g., Zahra & George, 2002), we use the system of Lane et 
al., 2006, since it is a learning-oriented framework which 
advances a developing point for undertaking a more com-
prehensive model of the firm’s absorptive capacity which 
includes its drivers in addition to its outcomes (Lane et al., 
2006; Tzokas et al., 2015). Its focus on exploratory learning 
via new knowledge as well as the exploitation of the exist-
ing, and the combination of the two through transformative 
learning is specifically useful in the context of incubator 
start-ups that promote technology advancements, through 
innovative new products and services (Gebauer et al., 2012; 
Monteiro et al., 2019; Patton, 2014), such as the incubator 
startups focused in this study. 

Exploratory learning is used to identify and comprehend 
new external knowledge (Jansen et al., 2005). When the 
strategy of a firm directs its efforts, the firm’s prior knowl-
edge, which is a function of existing models, affects the sig-
nificant assessment of new external information (Tzokas et 
al., 2015). Transformative learning requires several mech-
anisms that influence how the newly acquired knowledge 
and the existing are integrated (Jansen et al., 2005; Lane 
et al., 2006). Knowledge management processes influence 
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how such knowledge is distributed and passed to various 
parts of the firm (Argote et al., 2003). The overall outcome 
of these processes is a transformation of the collective na-
ture of different organizational divisions arising from the 
assimilation of new knowledge (Jansen et al., 2005; Lane et 
al., 2006; Tzokas et al., 2015). Ultimately, the last dimen-
sion reflects on how exploitative learning is used to enforce 
the assimilated external knowledge (Lane et al., 2006). 

Hence recapitulating, absorptive capacity is the ability of 
the firm to utilize knowledge held externally through prior 
relevant knowledge, new knowledge scanning, internal and 
external networks (Jansen et al., 2005), which is very much 
relevant in the incubator context. It involves a path from 
identifying and acquiring external knowledge through net-
works, understanding, and applying prior and new knowl-
edge to generate performance outcomes (Roberts, 2015). It 
is important to note that an incubator offers the network 
requirements for knowledge building and sharing (Patton, 
2014). Thus, the incubator environment allows the firms to 
improve the process of exploration, transformation, and ex-
ploitation of knowledge to achieve sustainable goals(Jansen 
et al., 2005). Such development makes it possible for a firm 
to forecast more accurately the nature and commercial 
prospect of successful business models (Cohen & Levinthal, 
1990) and thus to develop more specialized innovative 
products (Tzokas et al., 2015), which in turn leads to im-
proved new product performance measures. It is, therefore, 
best to assume that, absorptive capacity as the combination 
of the abovementioned sub-dimensions will have a positive 
impact on start-up performance, and hence we hypothesize 
that: 

H2: There is a positive relationship between ACAP and 
incubator start-up performance. 

2.3 Entrepreneurial orientation, Absorptive 
Capacity, and Start-up performance 

Generally, the formal framework of a firm restricts the 
search for new knowledge, keeping engrossed in the knowl-
edge that is attuned with what the firm already knows 
(Zahra & Hayton, 2008). But this does not apply for startups 
and new ventures who are in their early stages and does 
not have a definite formal structure owing to their newness 
(Tzokas et al., 2015). Particularly for incubator firms, sev-
eral internal and external strategic factors have the ability 
to define a firm, to change the knowledge orientation of 
the firm and to change the company’s resource allocation 
patterns and performance (Grimaldi & Grandi, 2005). The 
knowledge-based view can offer an explanatory model on 
how these incubators function as specialized supporting 
units that upkeep new businesses by providing intangible 
resources, such as knowledge and networks through phys-
ical co-location (Becker & Gassmann, 2006). The knowl-
edge-based view is an extension of the resource-based view, 
emphasizes the learning and creation of new knowledge 
in an organization, sharing the knowledge, transferring 
knowledge, and its application to real-time situations 
(Grant, 1996). Thus, the development and sharing of knowl-
edge are of key significance in the incubation process (Tsai 
et al., 2009). The knowledge-based view is principally used 
to explain the existence of the firm (Grant, 1996), concomi-

tant with the strategic fit framework (Kim et al., 2012; The-
riou et al., 2009, 2014). Certain decisive strategic constructs 
display decision making characteristics of firm existence 
(Zahra & Hayton, 2008). Strategic fit expresses the degree 
to which a firm is toning its resources and capabilities ac-
cording to the prospects in the external environment (Har-
rison & Pelletier, 1998). 

Strategic fit is as well related to the resource-based view 
of the firm (Eisenhardt & Schoonhoven, 1996), which sug-
gests that the key to performance is to utilize the unique 
characteristics of the firm’s range of resources and capabili-
ties which can eventually be developed into its own compet-
itive advantage (Colbert, 2004; Newbert, 2008; Yamakawa 
et al., 2011). EO is the most extensively studied firm-level 
strategic construct that enables firms to translate various 
resources and capabilities into greater firm performance 
(Rauch et al., 2009). However, according to the strategic fit 
concept, it is imperative to differentiate between resources 
and capabilities (Eisenhardt & Schoonhoven, 1996). 

Resources related to the inputs to ideas owned by the 
firm, whereas capabilities describe the accumulation of 
learning the firm embraces (Theriou et al., 2009, 2014). EO 
stimulates the motivation of a firm towards entrepreneur-
ship and can improve key firm resources (Clausen & Ko-
rneliussen, 2012), which outlines the opportunities of a 
strategic fit framework. Start-ups with appropriate EO, be 
acquainted with how to search for knowledge-based re-
sources and opportunities, can tap possible opportunities 
and thus generate its value propositions (Cohen & 
Levinthal, 1990), but unless the start-up is willing to absorb 
and exploit the knowledge with commitment, then the op-
portunities for improvement remain underplayed (Sciascia 
et al., 2014). 

Having said that, knowledge is, in fact, hard to perceive 
and comprehend (Kintsch, 1988). This is especially true 
when it comes to the tacit knowledge that people learn 
through doing or evolving as they discover new ways of do-
ing things (Yli-Renko et al., 2002). The dynamic capabili-
ties view considers firms as real-time initiators of resources 
by which managers create, incorporate, and redesign inter-
nal and external capabilities to address fast changing envi-
ronments (Ambrosini et al., 2009; Barreto, 2010; El Hanchi 
& Kerzazi, 2020). Accordingly, incubator start-ups are in a 
highly fluctuating complex environment, which demands a 
splurge of technological advancements (C.-J. Chen, 2009). It 
is necessary for them to assimilate, construct, and update 
both its in-house and peripheral competencies to address 
quickly changing environments for the active generation 
of competitive resources (Grimaldi & Grandi, 2005). This 
undeniably explains the relevance of dynamic capabilities 
in our study context. Entrepreneurial firms with significant 
EO succeed in exploiting the knowledge inherent in their 
dynamic capabilities to capture and leverage new knowl-
edge by developing new products and services (El Hanchi & 
Kerzazi, 2020; Miles & Arnold, 1991; Park & Xiao, 2020). 
Absorptive capacity, which is best known as the dynamic ca-
pability of a firm, is its ability to identify, transform and ap-
ply the value of existing, external knowledge to commer-
cial ends is vital to its performance capabilities (Zahra & 
George, 2002). 

Absorptive capacity is the ability of the firm to utilize 
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knowledge held externally through exploratory learning, 
transformative learning, and exploitative learning (Tzokas 
et al., 2015). Absorptive capacity extends the firm’s cog-
nitive map and opens it to new ideas, which are vital for 
long-term success (Sciascia et al., 2014). As an organiza-
tional strategic capacity, EO improves the ability of the firm 
to participate in search behavior (Wales et al., 2013), and 
ACAP as a dynamic capability helps improve search out-
comes as it acts as a boundary-spanning knowledge ab-
sorption ability (Jansen et al., 2005; Patton, 2014; Zahra & 
George, 2002). Entrepreneurial orientation enables the firm 
to adopt an innovative and proactive behavior that allows 
it to create new knowledge that is necessary to attain new, 
distinctive capacities (Patel et al., 2015). Higher levels of 
EO, combined with absorptive capacity, promote efforts to 
integrate various components of knowledge (Engelen et al., 
2014). 

Thus, an important measure of how companies use 
knowledge-based tools to identify and leverage new oppor-
tunities could be due to entrepreneurial orientation (Wik-
lund & Shepherd, 2003). Sciascia et al., 2014, proposes a 
framework for generating useful knowledge established by 
the effect of entrepreneurial orientation on absorptive ca-
pacity. A firm may be innovative risk-taking, proactive com-
petitively aggressive, and possess autonomy, but catalyzing 
all of it to result in success depends on the nature and vol-
ume of external knowledge (An important message from 
past studies is that it offers an incomplete picture simply 
by looking at the direct effect of EO on firm performance 
( del Mar Fuentes-Fuentes et al., 2015; P. Hughes et al., 
2018; Li et al., 2009; Wales et al., 2013; Wang, 2008). Fur-
thermore, Lumpkin & Dess (1996) discuss that in order to 
be entrepreneurially oriented, a firm should achieve greater 
values of pro‐activeness, risk-taking, autonomy, aggres-
siveness, and innovativeness. The judgments indicate that 
ACAP must be in place to capitalize on the effect of EO on 
performance and that ACAP is a key construct, along with 
EO, to differentiate begetters from fosterers. Therefore as 
discussed above, entrepreneurial orientation has a positive 
impact on absorptive capacity, and the latter increases the 
performance of startups. In other words, the effect of en-
trepreneurial orientation on start-up performance is most 
likely to be comprehended through the mediating effect of 
absorptive capacity. Based on the arguments above, we sug-
gest the following hypotheses: 

H3: ACAP significantly and positively mediates the re-
lation between entrepreneurial orientation and incubator 
start-up performance. 

The relationships expressed through the three formu-
lated hypotheses are represented in our research model (see 
Figure 1). 

3. Methodology 

In order to test and prove the hypothesized relationships 
between EO, ACAP, and SP empirically, the researchers have 
adopted a descriptive research design using survey data ob-
tained from incubator firms. Survey data was gathered in 
the context of government-supported technology business 
incubators in India. These incubators are open to enter-
prises with a new product idea and are established for less 

than five years. An important goal of the technology busi-
ness incubator system is a technology development and the 
commercialization of new innovative products (Clausen & 
Korneliussen, 2012). This background is appropriate in test-
ing the influence of entrepreneurial orientation on start-up 
performance in the context of absorptive capacity. Hence 
the population of the study is defined as the CEO’s of the 
technology-based startups incubated in government-sup-
ported technology business incubators in the state of Ker-
ala, India. There were 540 such startups incubated in 32 
technology business incubators established within the ma-
jor cities of the state of Kerala. 

3.1 Data Collection 

A list of firms with the names and e-mail addresses of 
the CEOs were obtained from respective incubator man-
agers, and also from the government agency that supports 
the technology business incubators. Following a census sur-
vey method, survey questionnaires were directly adminis-
tered to all the 540 CEOs (forwarded to those founders who 
had been out of the station) for collecting the required data. 
All incubator managers were asked to remind the founder 
CEOs inside their incubation facility to respond to the sur-
vey questionnaire. Researchers were able to collect 304 
valid responses out of 540 incubated businesses, following 
numerous updates and visits. This reflects a response rate 
of 64 percent, which is a much higher rate than in most 
other survey-based research that aims at new ventures and 
start-up firms. Some of these respondents started up ven-
tures right after college; few are still in college; the majority 
of them worked with corporates before starting their own 
business. The demographic profile of the respondents is 
shown in Table 1. 

3.2 Measurement 

For entrepreneurial orientation (independent variable), 
we adopted the scales of M. Hughes & Morgan (2007), which 
is based on an incubator firm context, and which is why 
it was considered apt for the study. It encompasses all the 
five dimensions of EO involving 18 items. The items were 
measured by a five-point Likert-type scale ranging from 
1=strongly disagree to 5 = strongly agree, with greater val-
ues representing higher amounts. 

Existing new venture literature identifies three impor-
tant indicators for absorptive capacity (mediating variable), 
including exploratory, transformative, and exploitative 
learning. Therefore for measuring absorptive capacity, we 
adopted the scales of Tzokas et al., (2015), which includes 
11 items. All items were measured by a five-point Likert-
type scale ranging from 1=strongly disagree to 5 = strongly 
agree. 

The scales of Voisey et al. (2006) and Stephens & 
Onofrei, (2012) have been adopted for measuring start-up 
performance with the objective of synthesizing scales from 
the literature for hard and soft measures of start-up per-
formance. The synthesized scale consisted of a total of 15 
items: out of which the first 8 items are hard measures 
from Voisey et al. (2006) and 7 items are soft measures from 
Stephens & Onofrei, (2012). The items of startup perfor-
mance are measured on a five-point Likert scale, anchored 
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Table 1. Demographic Profile of Respondents 

Variable Category Percent 

Firm Age (In Years) <=2 66.6 

>2 33.4 

Gender Male 91.6 

Female 8.4 

Education Completed 82.6 

Not completed yet 17.4 

Previous Start-up Experience Had Former Start-ups 79.1 

No Former Start-ups 20.9 

Previous Work Experience No Work Exp 19.2 

Work Exp 80.8 

Family-owned Business Family has business 28.2 

No Family business 71.8 

Table 2. Results of reliability test 

Variable No of Items Total of the accounted variance (%) Cronbach’s Alpha 

Entrepreneurial orientation 18 21.584 .929 

Absorptive capacity 11 39.296 .912 

Start-up Performance 15 54.947 .951 

Figure 1. The research model. 

by the lowest score as 1 and the highest score as 5. A sum-
mated scale has thus been created. 

3.3 Control Variables 

The technology incubators in this study are well been 
equipped to incubate and facilitate startups in India. The 
facilities offered by these incubators typically include busi-
ness-consulting network, technological and management 
assistance, mentoring, training, access to financing, flexible 
and low-cost leases, and office services (Grimaldi & Grandi, 
2005; Voisey et al., 2006). In the entrepreneurship liter-
ature, business incubation has been positively associated 
with startup performance (Hackett & Dilts, 2004a, 2004b, 

2008; Iyortsuun, 2017; Pena, 2004; Vanderstraeten & 
Matthyssens, 2010; Voisey et al., 2006). Therefore we con-
trol for the business incubation services offered to incu-
bator startups, especially in terms of resource munificence 
and monitoring and business assistance intensity (Hackett 
& Dilts, 2008) of the incubators, as it could influence their 
entrepreneurial orientation, absorptive capacity as well as 
their firm performance. 

Data were collected for several other control variables, 
too, such as firm age, CEO gender, education, prior startup 
experience, prior work experience, and family entrepre-
neurial experience. We controlled for the firm age and gen-
der since both are two significant basic features that may 
be associated with firm performance. Age is measured by 
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Table 3. Descriptive Statistics and Correlations 

Mean S.D. 

Start-up 
Age 

1.33 .472 1 .007 -.180** -.046 .017 -.035 -.034 .057 .020 

Gender 1.08 .278 .007 1 -.029 -.053 -.012 .027 -.036 .015 -.019 

Education 1.17 .380 -.180** -.029 1 -.011 -.399** .050 -.078 .009 -.078 

Prior 
Start-up 

Exp 
1.21 .407 -.046 -.053 -.011 1 .124* -.011 .025 .092 .118* 

Prior 
Work Exp 

1.81 .394 .017 -.012 -.399** .124* 1 -.043 .034 .011 .038 

Family 
business 

1.72 .451 -.035 .027 .050 -.011 -.043 1 -.095 -.062 -.059 

Business 
incubation 

3.25 .826 -.034 -.036 -.078 .025 .034 -.095 1 .497** .452** 

EO 3.84 .925 .057 .015 .009 .092 .011 -.062 .497** 1 .719** 

AC 3.80 .970 .020 -.019 -.078 .118* .038 -.059 .452** .719** 1 

SP 3.41 .837 .081 -.066 -.132* .070 .070 -.071 .604** .674** .675** 

***p < 0.001; N=304, *p < 0.05., **p< 0.01. 

the number of years since the start-up was officially reg-
istered with the business incubators. Gender of the found-
ing CEO was measured, as new ventures are often started 
by founders who will have an initial direct influence on the 
start-up decisions to innovate, and males are found to be 
more innovative than females. Here we have used binary 
variable “0” and “1”, respectively 

Start-up founders with higher education may have better 
business performance as the founders can use their knowl-
edge from formal education to better exploit resources, 
which results in better firm performance. We also controlled 
for prior start-up experience by measuring whether the 
founding CEO has previously started a new venture. Previ-
ous research advocates that prior start-up experience is a 
human capital dimension which can be a positive predic-
tor of firm performance (Cooper et al., 1994; Nielsen, 2015). 
According to previous literature, prior work experience of 
the founding team also have a significant impact on small 
firm performance (Dyke et al., 1992; Ganotakis, 2012; Shaw 
et al., 2009). Family business and entrepreneurial family 
has a significant influence on start-up founders (Chang et 
al., 2009; Edelman et al., 2016). Prior start-up experience, 
prior work experience, and family entrepreneurial experi-
ence were represented using binary variables “0” and “1”. 

The data-set was correctly prepared and reviewed for 
anomalies of regression modelling. Both univariate and 
multivariate outliers were missing and the ratio of cases 
to predictors fulfilled the guideline of Tabachnik & Fidell 
(2007). Assumptions of multivariate statistics (linearity, 
normality, homogeneity) were also analyzed and deter-
mined satisfactory. The statistics of Shapiro-Wilk test and 
predicted residuals failed to indicate a violation of normal-
ity and linearity. We tried to reduce common method bias 
since each questionnaire was answered by a sole respon-
dent. We also implemented corresponding control measures 
as suggested by Podsakoff et al. (2003). In line with our 

research design, participants were assured that their re-
sponses would be anonymous, that there would be no cor-
rect or incorrect answers, and that they would have to an-
swer questions as fairly as possible. All the main variables 
were subjected to factor analysis and then assigned the 
number of factors that account for the variance in the mea-
sures. In addition, the reliability of scales was assessed with 
Cronbach’s alpha. As shown in Table 2, all variables have re-
liability scores above 0.9, and hence the subsequent step in 
the analysis could be performed. 

4. Results 

The means, standard deviations, and Pearson correlation 
coefficients of major variables are shown in Table 3. The 
findings show that the associations between the main vari-
ables in the sample positive and related to each other. These 
are consistent with the above-mentioned hypotheses. In 
our regression models, all variance inflation factors (VIFs) 
were lower than 2, presenting no multicollinearity issues. 

First, we show the results of hierarchical multiple re-
gressions in Table 4. We report the regression results of 
entrepreneurial orientation and start-up performance and 
absorptive capacity and start-up performance. From the hi-
erarchical multiple regression results, we can further in-
terpret the mediation effect, according to Baron& Kenny 
(1986). If the mediation effect is present, then the effect of 
the independent variable reduces in size or even becomes 
insignificant. Model 1 involves only control variables, and 
Model 2 tests the effect of the independent variable entre-
preneurial orientation (β=.453, p<.001) on start-up perfor-
mance. On the basis of the two models, absorptive capacity 
(β=.431, p<.001) is added to the analysis. Compared with 
Model 2, the result of Models 3 indicates that absorptive ca-
pacity has a significant positive impact on start-up perfor-
mance. The effects of Models 2–3 reveal that entrepreneur-
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Table 4: Results of Hierarchical multiple regressions 

Start-up performance 

Model 1 Model 2 Model 3 Model 4 

Start-up Age .164 .084 .135 .099 

Gender -.131 -.190 -.134 -.167 

Education -.138 -.216 -.096 -.156 

Prior Start-up Experience .112 .025 .001 -.010 

Prior Work Experience .033 .023 .040 .032 

Family business -.010 .004 .002 .006 

Business Incubation .606*** .351*** .380*** .314*** 

EO .453*** .262*** 

AC .431*** .276*** 

R2 .385 .569 .580 .616 

Adjusted R2 .372 .558 .570 .606 

ΔR2 .184 .011 .036 

F 30.020*** 55.214*** 57.732*** 59.497*** 

*p < 0.05., **p < 0.01., ***p < 0.001; N=304. 

ial orientation and absorptive capacity have a significant 
impact on start-up performance. The above results support 
Hypothesis 1 and 2. Model 4 reveals the mediating effect, 
where both the independent variable and mediating vari-
able are included in the meantime. The mediating effect of 
absorptive capacity on the relationship between entrepre-
neurial orientation and start-up performance is positive and 
significant (β=.276, p<.001). Therefore, Hypothesis 3 has 
been proved. 

Further, to test the mediating relationship, a bootstrap-
ping approach with 5,000 samples (Preacher & Hayes, 2004) 
was utilized via the PROCESS macro in SPSS (Hayes, 2013). 
Overall, entrepreneurial orientation and absorptive capac-
ity accounted for approximately 60% percent of the variance 
in start-up performance (R2=.6025, p<0.001). Results indi-
cated that entrepreneurial orientation was a significant pre-
dictor of absorptive capacity (b= .6889, s.e. = .0449, p<.001), 
and that absorptive capacity significantly predicted start-up 
performance (b=.2870, s.e. = .0430, p<.001). Finally, a signif-
icant standardized indirect effect was observed (IE= .1977; 
95% CI = .1221, .2892). The results again support Hypothe-
sis 3. 

5. Discussion and Implications 

This study tries to explore the effect and mechanism of 
entrepreneurial orientation on the performance of incuba-
tor start-ups in the Indian context. The findings are indi-
cated as follows: Both the entrepreneurship strategy and 
learning ecosystem of start-ups affect their performance in 
an incubator environment. Wholly the five mechanisms of 
EO right from risk-taking behavior, innovativeness, pro-ac-
tiveness, autonomy, and competitive aggressiveness reveals 
the potential of an entrepreneurially oriented firm to ac-
quire and assimilate resources, which creates a direct and 
positive effect on entrepreneur learning as well as the per-

formance of start-ups (Linton, 2019). 
Further, the study shows that the effect of entrepreneur-

ial orientation has varying characteristics due to the sig-
nificant mediation of the dynamic capability of absorptive 
capacity. It means that business incubators should focus 
more on knowledge building networks to bring forth quality 
ventures which are high in EO. The study builds an under-
standing of the allied and coexisting factors involved in the 
incubation process, which is most significant in the strat-
egy building, knowledge creation, and innovation among 
new firms. Consequently, integral to the success of start-
ups is the mechanism by which an incubator firm deploys 
the services provided in the incubator to develop a substan-
tial EO and ACAP, especially in early incubation stages. It 
is in those early stages that a crucial partnership is forged 
between the strategic and knowledge dimensions with the 
start-up venture (Kohtamäki et al., 2020; Lee et al., 2001; 
Linton, 2019). 

On the other hand, to achieve high performance as well 
as to develop and maintain a strong competitive position, it 
is important for an upcoming firm to have adequate knowl-
edge to sustain in the challenging dynamic market (Chaud-
hary, 2019; Sciascia et al., 2014). This study analyzes the 
role of absorptive capacity as a key knowledge construct 
that can influence firm performance and the level of EO. Our 
results show that absorptive capacity from the incubator 
network has a significant and positive influence on incuba-
tor firms. These results are consistent with prior general en-
trepreneurship studies indicating that the establishment of 
a supportive environment and enabling networks favor EO 
and the achievement of sustainable competitive advantage 
(Hou et al., 2019; M. Hughes et al., 2007, 2015; M. Hughes & 
Morgan, 2007; Jiang et al., 2018; Wu et al., 2020). One of the 
major objectives of this study was to analyze the mediating 
effect of absorptive capacity on entrepreneurial orientation 
and the performance of incubator start-ups. And, hence the 
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study shows a significant mediating effect of absorptive ca-
pacity, which is consistent with previous studies (Aljanabi, 
2018; Hernández-Perlines & Xu, 2018; Patel et al., 2015) in 
varying contexts, those of which have confirmed the medi-
ating role of absorptive capacity. The findings of this study 
show that absorptive capacity as a dynamic capability en-
hances the effect of entrepreneurial orientation on start-up 
performance in an incubation context. 

5.1 Theoretical and Practical Implications 

Unlike previous research that focuses on the characteris-
tics of business incubators (Grimaldi & Grandi, 2005; Hack-
ett & Dilts, 2008; Voisey et al., 2006), this study highlights 
the content that flows through the relationship between an 
incubator and incubator firm, specifically the internal and 
external knowledge flow, and shows that absorptive capac-
ity from business incubators helps start-ups develop their 
EO and consequently increase both hard and soft perfor-
mance. Our study thus provides knowledge about how start-
ups use these business incubators for competitive advan-
tage. Although the type, model, and usage of services may 
differ among incubator firms (Voisey et al., 2006), as pre-
vious research suggests, the resources every start-up seek 
within incubators, and the use they make of these resources 
may be the same. This finding is also consistent with that of 
Voisey et al. (2006); Clausen & Korneliussen (2012), which 
indicates that all start-ups receive a similar type of support 
from their business incubators, but excels differently due 
to their varying strategic and dynamic capabilities. Thus, 
the study has used the concept of strategic fit and theory of 
dynamic capabilities to develop the theoretical arguments 
concerning how a strategic capability like EO (Engelen et 
al., 2014)) can enhance start-up performance through a dy-
namic capability such as ACAP forming a flawless strategic 
fit. Empirical findings of our study indicate that ACAP en-
ables the association between EO and start-up performance, 
in incubator environments, thereby addressing Clausen & 
Korneliussen (2012) call for research on how to improve en-
trepreneurial orientation. 

Nevertheless, as EO has a positive and direct influence 
on ACAP, which in turn positively and directly influences 
start-up performance, we can infer that EO has an indirect 
positive influence on a firm’s financial performance through 
ACAP. This suggests that it is the innovative and proactive 
combination of the knowledge acquired that leads to supe-
rior financial performance. And this result is in line with 
previous research, such as that of Wiklund & Shepherd 
(2003), which emphasizes that entrepreneurial combination 
by themselves do not explain the creation of competitive 
advantage; it is the knowledge-based resources that con-
tribute to generating competitive advantage (El Hanchi & 
Kerzazi, 2020). As EO is a way of combining resources with 
positive outcomes for firm performance (Jiang et al., 2018; 
Wiklund & Shepherd, 2003), it represents a means of trans-
lating the benefits of absorptive capacity into superior per-
formance (Chaudhary, 2019; P. Hughes et al., 2018). 

Theoretically, the results of this research contribute to 
advancing knowledge in areas of knowledge-based view of 
dynamic capabilities, and the concept of strategic fit: the 
relationship between EO and incubator firm performance, 

and the absorptive capacity of start-ups in incubators. Re-
garding the first stream of literature, the results obtained 
show that EO has a significant influence on the hard and 
soft performance of incubator firms, emphasizing the im-
portance of developing an EO to improve the results of 
these firms, particularly the commercial results. These find-
ings confirm that EO constitutes a key performance driver 
in small firms operating in unstable, technological sectors 
that are working under significant resource restrictions 
(Park & Xiao, 2020; Wiklund & Shepherd, 2003). Our study 
finds place along with the previous studies on EO, which 
suggests that businesses are operating in dynamic indus-
tries where technology change rapidly are most likely to 
benefit from entrepreneurial initiatives (Rauch et al. 2009). 
From this perspective, incubator firms constitute a specific, 
noteworthy sampling for the study of the relationship be-
tween EO and firm performance; they are concentrated pri-
marily in the technology sectors, where businesses matter 
in terms of investment, employment, revenues, and growth 
(Clausen & Korneliussen, 2012; Gertner & Mack, 2017; M. 
Hughes & Morgan, 2007; Walter et al., 2006; Wu et al., 
2020). Additionally, we differ from previous studies by prov-
ing that EO has a significant effect on both the financial and 
non-financial measures of start-up firm performance. 

The key result of this work is that entrepreneurial ori-
entation is undoubtedly proved as a key factor of start-up 
firm performance, with implications for the management of 
incubator start-ups. Using this model, they can determine 
the mechanisms of entrepreneurial orientation to be carried 
out to improve their results. The entrepreneurial orienta-
tion of incubator start-ups in terms of their innovativeness, 
proactiveness, risk propensity, nature of competition, and 
room for autonomy determines their capacity to explore, 
transform, and exploit new knowledge. Entrepreneurial ori-
entation affects the type of innovation strategies adopted 
by incubator firms (M. Hughes et al., 2007; Kohtamäki et 
al., 2020; Shi et al., 2020), the way incubator firms address 
these strategies in terms of decision making. This role of 
entrepreneurial orientation as an antecedent of absorptive 
capacity has been highlighted in prior studies (Aljanabi, 
2018), but not in the context of incubators. This study pre-
sents a new performance model for incubators and incuba-
tor firms. Thus, incubator firms can improve their perfor-
mance with the intervention of absorptive capacity in the 
relationship between entrepreneurial orientation and per-
formance. This finding allows managers of incubators and 
incubator start-ups to determine how they should use their 
dynamic capabilities to improve the effect of entrepreneur-
ial orientation on incubator start-up performance, design-
ing relevant mechanisms for exploration, transformation, 
and exploitation of new knowledge. 

Incubator firms and incubator managers should act to 
stimulate the knowledge acquisition from incubators as a 
way of reducing limitations in the technological or market 
knowledge endowments of the firms. They should also act 
to establish routines and procedures that help them to ex-
ploit the knowledge acquired from incubator networks for 
entrepreneurial purposes; these resources positively impact 
both the hard and soft performance of their firms and, when 
combined entrepreneurially, also enhance their economic 
performance altogether. Incubator firms should also be 
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aware that active seeking for new entrepreneurial opportu-
nities, by assuming the risks associated by way of autonomy 
through proactive and innovative initiatives in a competing 
environment, is a key factor for the success of their firms. In 
this sense, the interactive context of their firms constitutes 
an important source of inspiration and support for such ini-
tiatives. 

This research also has implications for active public poli-
cies aiming to support business incubators. Policies should 
stimulate the ACAP in incubator firms not only by providing 
resources but also by helping start-ups to use those re-
sources in an entrepreneurially oriented way. For example, 
the stimulation of collaborative business, university, and 
international networks by incubators acting as catalysts or 
the promotion of knowledge exchanges between firms and 
joint knowledge-generating activities can support and en-
courage entrepreneurial initiatives in incubator firms, as 
well as enhance their performance. 

6. Limitations and Future research 

Quite a lot of research implications and, at the same 
time, quite a few limitations have also emerged from our 
study. The study is limited to analyzing the effect of en-
trepreneurial orientation alongside absorptive capacity on 
startup performance among government-supported tech-
nology business incubator firms at a single point of time. 
In a cross-sectional study like ours, the issue of causality 
is unavoidable. Thus, an important extension of this study 
would be longitudinal studies of the relationship between 
entrepreneurial orientation and startup performance. 

A larger sample and higher response rate would give 
greater weight to the results obtained and would permit the 
performance of sectoral analyses that would refine these re-
sults. Nevertheless, given the lack of data on these types of 
firms, this research can be considered a first approach that 
needs to be validated in other samples and contexts. 

This research is performed in a specific setting in one 
country (India). Business incubation services may vary 
based on the country context, and hence factors influencing 
startup performance may vary accordingly. Therefore, gen-
eralizations should be made by conducting comparative 
studies pertaining to incubator start-up performance en-
compassing entrepreneurial orientation and absorptive ca-
pacity in order to understand whether our study findings 
hold in varying country contexts. Studies comparing incu-
bator start-ups with other types of firms in other countries 
would also be valuable to investigate significant differences 
with respect to the results of the present study. 

Another avenue that could be explored in future research 
is the analysis of moderator variables in the relationship be-
tween EO and performance. Future studies should explore 
to what extent the results obtained are contingent on sev-
eral moderator variables, such as the resources and capabil-
ities owned Wiklund & Shepherd (2003). 

An additional possibility that could be explored in future 
research is to consider the multi-dimensional nature of EO, 
so as to try and determine which factor of EO contributes 
more to performance among incubator firms and how the 
effect of specific dimensions on ACAP can be looked upon 
individually by incubator managers for improved perfor-
mance. 
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