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___________________________________________________________________________ 

Abstract 

This study is a literature review that attempts to address the theoretical and empirical 

deficiencies by proposing a theoretical framework constructed upon the concept of absorptive 

capacity associated with the development of cross-border buyer-supplier relationship during 

the process of internationalisation. Based on the relational view, absorptive capacity, and 

organisational learning, this paper is fundamental in furthering our academic understanding 

of the 1) acquisition of new knowledge from direct experience in internationalisation as well 

as indirect experience from foreign buyer and supplier; 2) assimilation of new knowledge; 3) 

exploitation of new knowledge by the internationalising firm.  

 

Keywords: Absorptive Capacity, Knowledge Acquisition, Knowledge Assimilation, 

Knowledge Exploitation, Cross-Border Buyer-Supplier Relationship, Internationalisation  

___________________________________________________________________________ 

Introduction 

Many scholars in the international business including scholars in Internationalisation Process 

Theory (cf. Johanson and Vahlne, 2003; 2009) and International New Ventures theory (cf. 

Coviello, 2006) support the importance of networks and relationships in the process of 

internationalisation (Ibeh and Kasem, 2011). Focusing on knowledge and learning, the 

concept of buyer-supplier relationship is regarded as fundamental (Hohenthal et al., 2014). It 

allows firms to acquire new knowledge (Johanson and Vahlne, 2009) from direct experience 

(Hohenthal et al., 2014), and external knowledge sources (Fletcher and Harris, 2012) 

particularly foreign buyer and supplier (Johanson and Vahlne, 2009; Fletcher and Harris, 

2012) through imitation (DiMaggio and Powell, 1983; Forsgren, 2002). However, Liu (2012) 
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exemplified that learning from buyer-supplier relationship can be problematic without 

absorptive capacity. 

 

Particularly, absorptive capacity is one of firm’ learning capabilities (Lane et al., 2006) and 

lack of absorptive capacity confine firm from effectively acquire, assimilate, and exploit new 

knowledge from foreign markets (Wu and Voss, 2015). Much literature on the absorptive 

capacity of firm in the context of internationalisation, treats absorptive capacity as a single 

construct even though it comprises of detailed dimensions (cf. Gunawan and Rose, 2014; Ho 

et al., 2018). The literature on the role of knowledge in the process of internationalisation is 

emergent but knowledge acquisition received greater attention by the researchers (Lane et al., 

2006; Park et al., 2015) that may lead to over emphasize on knowledge contents, and 

ignorance for understanding how knowledge is being assimilated, and applied (Lane et al., 

2006). In addition, less attention has been given to the source of knowledge other than direct 

experience in internationalisation (Forsgren, 2002) even though indirect experience through 

imitation also contributes to how firms learn about internationalisation (Forsgren, 2002; 

Fernhaber and Li, 2010; Fletcher and Harris, 2012). Gunawan and Rose (2014) proposed that 

the actual contribution of experience to the development of absorptive capacity is not being 

fully acknowledged by researchers to date.  Therefore, absorptive capacity which is directly 

related to the organizational learning (Casillas et al., 2009) and associated with the 

development of knowledge (Freeman et al., 2010) is used to develop a conceptual framework 

in order to exemplify how the buying firms acquire, assimilate, and exploit new knowledge 

from the direct experience in inward internationalisation (e.g. international sourcing) and the 

imitation of foreign suppliers, and how the supplying firms acquire, assimilate, and exploit 

new knowledge from the direct experience in outward internationalisation (e.g. export) and 

the imitation of foreign buyers (Zahra and George, 2002).  

 

Literature Review 

This section presents the relational view, the concept of absorptive capacity of a firm as well 

as the critique of this concept, and the sources of organisational learning.   

 

Relational View  

Dyer and Singh (1998) argued that Resource Based View (RBV) overpass the significance 

fact that the advantages of firm are associated with the advantages of network of relationships 

where the firm is embedded. They advocated that source of relational rent and competitive 

advantage is idiosyncratic inter-firm relationships which may span over firm boundaries and 

may embedded in inter-firm routines and processes. Relational rent can be defined as “a 

supernormal profit jointly generated in an exchange relationship that cannot be generated by 

either firm in isolation and can only be created through the joint idiosyncratic contributions of 

the specific alliance partners” (Dyer and Singh, 1998). Competitive advantage generated by 

partnerships has been documented into four categories including 1) investment in relation-

specific assets; 2) substantial knowledge exchange including knowledge exchange that results 

in joint learning; combination of complementary and scarce resources and capabilities 

(typically through multiple functional interfaces) results in joint creation of unique and new 

products, services, or technologies; and more effective governance mechanisms lead by lower 

transaction costs than competitor alliances (Dyer and Singh, 1998). The determinants of inter-

organizational competitive advantage are based on determinants of relational rents referring 

to 1) relation-specific assets; 2) knowledge-sharing routines; 3) complementary resources and 

capabilities; and 4) effective governance as well as sub-processes facilitating relational rents 

(Dyer and Singh, 1998).  



3 

 

 

Dyer and Hatch (2006) demonstrated that relational advantages can be achieved by 

leveraging knowledge assets within supplier network. Thus, relational view has been applied 

to exemplify that advantages can be obtained by leveraging resources of firm within networks 

of relationships (Lavie, 2006; Mesquita et al., 2008). Dyer and Singh (1998) argued that even 

though the notion of absorptive capacity by Cohen and Levinthal (1990) focus on absolute 

absorptive capacity of an individual firm, it is also useful to comprehend how alliance 

partners may systematically engage in inter-organizational learning. 

 

Absorptive Capacity 

Cohen and Levinthal (1989) argued that while R&D produces innovations, it also develops 

the ability of firm to identify, assimilate, and exploit knowledge from the environment. Later, 

Cohen and Levinthal (1990) argued that innovative capabilities requires the need of 

absorptive capacity which can be defined as “ability to recognize the value of new 

information, assimilate it, and apply it to commercial ends”. The function of absorptive 

capacity entails the function of organizational learning (Cohen and Levinthal, 1989; Kim, 

1998). Kim (1998) delineated that absorptive capacity requires learning capability, and 

develops problem-solving skills. Learning capability refers to the capacity for existing 

knowledge assimilation for imitation and problem-solving skills refer to the capacity for new 

knowledge creation for innovation (Cohen and Levinthal, 1990; Kim, 1998).  

 

Acquisition 

Acquisition can be referred as firm capability for identifying, evaluating, and acquiring 

external knowledge which essential to firm operations (Cohen and Levinthal, 1989; 1990; 

Zahra and George, 2002). Cohen and Levinthal (1990) demonstrated that firm without prior 

knowledge may not be able to acquire new knowledge. Kim (1998) demonstrated that the 

base of prior knowledge refers to the individual units of knowledge available in the 

organization. Kim (1998) also demonstrated that the core of prior knowledge is tacit 

knowledge while explicit knowledge such as blueprints and standard operating procedures 

are useful when tacit knowledge is available. However, the possession of relevant prior 

knowledge is important but not sufficient condition for the possession of absorptive capacity 

(Lane et al., 2006). Zahra and George (2002) exemplified that acquisition of knowledge can 

be influenced by intensity (cf. Cohen and Levinthal, 1990), speed, and direction of firm’s 

effort to recognize and accumulate external knowledge.     

                            

Assimilation 

Assimilation affects knowledge transfer and comprehension across and within units thus 

constituting vital part of learning process (Fletcher and Prashantham, 2011). Cohen and 

Levinthal (1990) presented that high level of prior knowledge and diversity of knowledge 

offer the capability of knowledge assimilation by firm. They represented that learning related 

to existing knowledge provide high level of learning performance and diversity of 

background increase prospect that received information will relate to existing knowledge and 

provide basis for learning. They also represented that diversity of knowledge sources enable 

individual to make novel associations and linkages to strengthen assimilation of knowledge. 

According to Cohen and Levinthal (1990) firm’s absorptive capacity is not solely depend on 

the firm’s direct interface with the external environment but also depend on knowledge 

transfers in firm. They proposed that technological knowledge that is problematic to be 

assimilated will requires a gatekeeper for monitoring the environment and translating 

technological knowledge into understandable form by intended group. They also proposed 
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that gatekeepers are not required when external knowledge is related to ongoing event and 

ready to be assimilated.   

 

Exploitation 
Exploitation can be referred as firm capability based on routine which allow refinement, 

extension, and leverage of existing capabilities or creation of new capabilities by 

incorporating acquired and transformed knowledge into firm operations (Zahra and George, 

2002). Firms are capable of exploiting knowledge without routines however routines offer 

systematic mechanism for sustaining the exploitation of knowledge (Zahra and George, 

2002). In the context of foreign entry, exploitation requires existing knowledge to be applied 

by transferring and exploiting firm-specific advantages in the international operations (Meyer 

et al., 2009). As exploitation is evident, Zahra and George (2002) demonstrated that new 

ventures may grasp knowledge from their environment and consequently exploit the 

knowledge to create new competencies. Cohen and Levinthal (1990) proposed that 

exploitation capability by firm signify the by-products of their R&D or firm manufacturing 

operations. Spender (1996) proposed that exploitation capability by firm produce the new 

goods, systems, processes, knowledge, or organizational forms. According to (Cohen and 

Levinthal, 1990) firms with greater absorptive capacity are more proactive and exploit their 

environment regardless of current performance while firm with moderate absorptive capacity 

are more reactive and exploit their environment due to failure in some performance criterion 

that is not defined by technical change alone (such as profitability and market share).      

 

Critique of Absorptive Capacity Concept 

Lane et al. (2006) demonstrated that the concept of absorptive capacity is not being fully 

utilized by the researchers as high number of studies ignored the detailed dimensions of 

absorptive capacity and do not specify absorptive capacity as a capability (process) or a 

resource (knowledge base). They also demonstrated that low attention has been given to 

influence of knowledge types towards knowledge exploitation as well as exploratory learning 

unlike exploitation learning. According to Lane et al., (2006) the concept of absorptive 

capacity has been examined majorly in the context of firm R&D thus leading to the 

reification of absorptive capacity and limiting the generalizability of those studies. 

Absorptive capacity should be explored in non-R&D context which capture absorptive 

capacity dimensions including acquisition, assimilation, and exploitation (Lane et al., 2006; 

Flatten et al., 2011). According to Lane et al., (2006) previous research has largely 

concentrated on innovation-related performance or total firm performance and disregard 

general commercial application of acquired and assimilated knowledge which proposed by 

Cohen and Levinthal (1989; 1990). They proposed the use of commercial outputs (products, 

service, and patents) and knowledge outputs (general, scientific, technical, and organizational 

knowledge) that can modify mental models of firm members and help evolution of firm 

structures and processes; in the research of absorptive capacity. According to Lane et al., 

(2006) researchers may ignore individual’s role in the development, deployment, and 

maintenance of absorptive capacity as low attention has been given to process aspects of 

absorptive capacity. They proposed that ignorance of individual’s role in absorptive capacity 

lead to unrecognition of absorptive capacity as multilevel construct. Gunawan and Rose 

(2014) argued that the role of experience towards the development of absorptive capacity is 

not fully pondered by researchers.  
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Sources of Organisational Learning   

Through learning, feedback from previous experience is used for selection of present 

alternatives (March and Olsen, 1975). Firms learn by processing their experience but ability 

to process organizational experience will be different from one firm to another (Bapuji and 

Crossan, 2004). Argote and Miron-Spektor (2011) argued that the most fundamental 

dimension of experience is whether it is acquired directly by focal organizational unit or 

indirectly from others. This has been supported by significant number of studies which 

recognized that firms may learn from their own experience – learn from direct experience – 

learn by doing or learn from experience of others – learn from indirect experience – learn by 

imitating (Levitt and March, 1988; Huber, 1991; Bruneel et al., 2006; 2010; Fletcher and 

Harris, 2012). 

 

Learning from direct experience is preferred when firms have adequate time and resources to 

explore their environment extensively (Lieberman and Asaba, 2006). The imitation of other 

firms becomes an attractive decision rule in highly uncertain environments where quick 

action is needed (Lieberman and Asaba, 2006). Such a rule mostly appeals to those with little 

prior knowledge to base a decision (Lieberman and Asaba, 2006). While the imitation of 

other firms can be useful to deal with highly uncertain environments, some firms also opt to 

learn from direct experience, and act quickly by re-applying previous decisions or processes 

(Moatti, 2009). Imitation, and direct experience are two distinct ways of learning but efficient 

ways to act quickly in competitive, and uncertain environments (Moatti, 2009). However, 

knowledgeable firms may rely on what they know internally rather than the imitation of other 

firms (Lieberman and Asaba, 2006). As firms that involve in the international market may 

accumulate international experience (Johanson and Vahlne; 1977; 1990; Bruneel et al., 2006; 

2010), learning from direct experience is getting more important, and firms become less 

dependent on the imitation of other firms (Bruneel et al., 2006; 2010). However, firms 

typically draw on some combination of these learning processes (Lieberman and Asaba, 

2006) Argote (2013) questioned on the kind of knowledge that can only be learned from 

direct experience.  

 

Conceptual Framework 

A conceptual framework is developed by integrating the concept of absorptive capacity and 

buyer-supplier relationship. Knoppen et al. (2011) exemplified that firms gradually perceive 

relationship with other firms as one of the sources of competitive advantage. They also 

exemplified that relationship encompasses a situation where firm may learn and build 

absorptive capacity. According to Saenz et al. (2014) the notion of absorptive capacity has 

only recently been addressed in the perspective of buyer-supplier relationship (cf. Malhotra et 

al., 2005; Azadegan, 2011; Knoppen et al., 2011; Saenz et al., 2014; Whitehead et al., 2016; 

Chiang et al., 2018; Prior et al., 2018; Kim et al., 2018) in the setting of international market 

(Cheung et al., 2011; Ho et al., 2018; Sinkovics et al., 2018).   

 

The application of absorptive capacity in the perspective of buyer-supplier relationship 

involves narrow scope of potential sources of external knowledge from selected buyers or 

suppliers (Revilla et al., 2013; Saenz et al., 2014) through learning from imitation (DiMaggio 

and Powell, 1983; Forsgren, 2002). However, learning in buyer-supplier relationship also 

may requires learning from direct experience (Knoppen et al., 2011; Kähkönen et al., 2015). 

Following Lane and Lubatkin (1998) and Dyer and Singh (1998), Revilla et al. (2013) 

suggested that absorptive capacity is not an utter occurrence at the firm level but relative to 

the dyad where the firm learns. However, as the individual firm, not the dyadic relationship, 
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that is responsible for developing and institutionalizing new ideas, practices, or material 

artefacts thus the formation of capability is at the firm level (Revilla et al., 2013).  

 

Stjernstrom and Bengtsson (2004) demonstrated that only few studies in buyer-supplier 

relationship empirically focused on the perspective of suppliers (cf. Revilla et al., 2013) as 

compared to the perspective of buyers (cf. Knoppen et al., 2011; Azadegan, 2011). The 

perspective of supplier is equally relevant to the perspective of buyers because suppliers are 

normally involved in multiple supply chain with different buyers and settings (Saenz et al., 

2014). Both buyers and suppliers conceivably have their own mechanisms to interact with 

their suppliers (for buyers) and their buyers (for suppliers) (Azadegan, 2011).  

 

Buyer-Supplier Relationship – Knowledge Acquisition 

The neoinstitutional theory emphasizes the embeddedness of organizational field (DiMaggio 

and Powell, 1983). By organizational field, DiMaggio and Powell (1983) refer to those 

organizations that constitute a recognized area of institutional life which include key 

suppliers, resource and product consumers, regulatory agencies, and other organizations that 

produce similar services or products. Firms tend to model themselves after similar firms such 

as competitor in their field that is perceived to be more legitimate or successful (DiMaggio 

and Powell, 1983; Fernhaber and Li, 2010). Besides of competing firms, organizational field 

constitutes relevant actors such as key buyers and key suppliers (DiMaggio and Powell, 

1983). Johanson and Vahlne (2003) suggested that all firms are engaged in a limited set of 

business relationships with key buyers, and key suppliers, which also have relationships with 

other firms. Thus, every firm is part of an unbounded business network (Johanson and 

Vahlne, 2003). Forsgren (2002) proposed that firms can learn by imitating their networks 

partners including key buyers and suppliers.  

 

Key buyers and suppliers are typically more established firms that active in multiple markets 

(Yli-Renko et al., 2001; Bruneel et al., 2006; 2010). They have processes and procedures for 

managing exchange relationships, and conducting international activities (Bruneel et al., 

2006; 2010). Through observation, interaction, and imitation, firms that establishes 

relationships with such key partners can develop corresponding routines and processes (Lane 

and Lubatkin, 1998; Bruneel et al., 2006; 2010). Johnsen and Ford (2006) proposed that firms 

tend to imitate the learned behaviours of larger buyers, and adopted similar management 

approaches when dealing with new international actors. This enables them to cope with 

unfamiliar situations in the buyer-supplier relationship (Johnsen and Ford, 2006). Apparently, 

buyer-supplier relationship provides an avenue for firm to imitate and adopt the competencies 

of another firm (Bruneel et al., 2006). According to Bruneel et al. (2006), learning by 

observing and imitating requires social interaction between firm and their key partner. 

However, this was not supported by Staber (2010) who indicates that imitation may occurs 

with the absent of social interaction. Firms may not interact socially, but they may closely 

observe each other (Staber, 2010). However, differences in regulatory and cognitive 

institutional environments may cause the difficulty for firms to access their partner’s 

knowledge, and to understand how they can apply them (Ho et al., 2018). This leads us to the 

first proposition:  

 

P1: The development of cross-border buyer-supplier relationship through social or 

 non-social interaction may enable the imitation of foreign buyer and supplier  as 

they adapt to each other routines which are understandable.  
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Buyer’s Perspective – Knowledge Assimilation  

Azadegan (2011) proposed that buyers are more likely to lay more emphasize to assimilate 

and integrate knowledge from their knowledge-intensive suppliers as compared to their 

routine-intensive suppliers. They found that moderating effect of buyer’s absorptive capacity 

is greater in knowledge-intensive than routine-intensive and suggested that complex nature of 

knowledge-intensive tasks advocates increasing role of buyer’s absorptive capacity. 

Nonetheless, the challenge of misinterpretation may occur as supplier’s organizational 

process focus, measurement capability, and limited predictability capability can be hard to be 

assimilated by buyers (Kasse and Johansen, 2014).  

 

Knoppen et al. (2011) demonstrated that relational context which implies interaction between 

focal firms with selected partners during exploration; may enable mediating process of 

assimilating knowledge. Sanders et al. (2011) exemplified that many firms allocate some 

investment in externally connective information technologies such as processes, routines, or 

tools in order to ensure assimilation of knowledge from supply chain partners can be 

converted into usable knowledge. As learning is the core process of knowledge transfer 

(Spender, 1994), there are number of learning mechanisms to enable knowledge assimilation 

(cf. Knoppen et al., 2011). Rebolledo and Nollet (2011) postulated that relationship-specific 

routines and mechanisms are required for transferring and assimilating knowledge especially 

tacit knowledge. According to Knoppen et al. (2011), department of supplier development 

facilitates presentation of comprehensive set of improvement ideas for internal discussion and 

knowledge assimilation. Direct meeting with suppliers which complement functional roles 

and hierarchical levels as well as cross functional meeting foster knowledge assimilation; 

however, discussion of ongoing operational process should be occupied with presentation of 

newly generated ideas during cross functional meeting (Knoppen et al., 2011). Extranet with 

process focus as well as intranet with knowledge management system facilitates knowledge 

assimilation as the relationship between novel issues and status quo are getting clear with 

extranet and the relationship between past, on-going initiatives and new ideas are getting 

clear with intranet (Knoppen et al., 2011). Knoppen et al. (2011) also proposed that as 

supplier certification augment supplier reputation, assimilation of knowledge with certified 

suppliers are more convenient. They projected that community of practices membership 

facilitates knowledge assimilation and upsurge credibility with management team. They also 

projected that continuous improvement program with project structures facilitates knowledge 

assimilation and generates space for discussing ideas. This leads us to the second proposition: 

 

P2: Appropriate mechanisms for transferring tacit to tacit knowledge as well as 

 tacit to explicit knowledge should be established in order to ensure that the 

 assimilation of new knowledge between the buying firm and its foreign  supplier 

can be obtained.    

 

Buyer’s Perspective – Knowledge Exploitation 

Mohanty and Gahan (2012) proposed that buying firms may exploit capacity and capability 

from supplying firm for achieving organizational goals. Revilla and Villena (2012) proposed 

that buying firms may exploit knowledge from supplying firms and obtain new solutions for 

their inter-firm operations that drive better outcomes. They demonstrated that as buyers and 

suppliers share their knowledge that majorly related to existing products and inter-firm 

processes (for instance development of business demands); reduction of coordination costs, 

achievement of quality improvements, improvement of production bottlenecks, and 

enhancement of abilities on performing routine tasks can be obtained. Wu and Choi (2005) 
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demonstrated that as buyers heavily exploit knowledge from suppliers; new equipment design 

and engineering can be obtained.    

 

Revilla and Villena (2012) proposed that integrative mechanisms ensure that buying firms are 

capable of accessing and leveraging knowledge from supplying firms for exploitation of 

knowledge. They proposed that joint decision making and joint sense making enable buying 

firms to fully exploit synergies within relationship. Petersen et al. (2003) also proposed that 

joint decision making enable buying firms to fully exploit knowledge and capabilities of 

potential suppliers. This leads us to the third proposition: 

 

P2: The buying firms may directly exploit new internationalisation and 

 technological knowledge from their foreign supplier.  

 

Supplier’s Perspective – Knowledge Assimilation 

It is vital for smaller suppliers to be equipped with the capacity of absorbing and assimilating 

approaches to relationship planning and strategy from larger buyers (Johnsen and Ford, 

2006). This is to ensure that smaller suppliers can operate effectively in buyer-supplier 

relationship and can apply their managerial systems interaction (involves ways to create and 

control knowledge in relationships such as sabbaticals, apprenticeships, partnerships, and 

incentive systems) in another buyer-supplier relationship (Johnsen and Ford, 2006). Revilla et 

al. (2013) found high level of knowledge assimilation by buying firms in buyer-supplier 

relationship as compared to other dimensions of absorptive capacity, which the supplying 

firm can benefit from its foreign buyers that are willing to assimilate their knowledge to 

achieve intended result.   

 

Firms are suggested to adopt routines/mechanisms that can facilitate internal dissemination 

and rapid interpretation of messages (Nagati and Rebolledo, 2011). For the purpose of 

assimilating new acquired knowledge, ISO system by supplying firm reflects and requires all 

R&Ds and documentations are managed under same system in order to ensure those R&Ds 

and documentations can be shared internally and work by other different teams can be 

acknowledged for enhanced learning (Liu and Zhang, 2014). Members of project team are 

requested for documentation to interpret their experience and all documentations are stored in 

computerized systems including design databases or knowledge banks (Liu and Zhang, 

2014). These refer to externalization from tacit knowledge to explicit knowledge and allow 

for quick access and learning process (Liu and Zhang, 2014). Besides that, specifications of 

product and process, plans of improvement (cost, quality and delivery), manual of quality 

management system, service and audit of supplier assistance, meetings and seminars, as well 

as training and visits are also being used for transferring knowledge to the supplying firms 

(Moreira, 2009). These refer to tacit knowledge pave ways for implementing explicit 

knowledge and the importance of explicit knowledge mechanisms for transferring knowledge 

in buyer-supplier relationship (Moreira, 2009). However, the reliance on documentation has 

some limitation because knowledge cannot be fully recorded and can only be learned from 

interaction among employees (Liu and Zhang, 2014). Saenz et al. (2014) proposed that the 

deployment of communication mechanisms for accessing firm’s knowledge base and the 

integration of new knowledge with existing knowledge are parts of assimilating new 

knowledge. This leads us to the fourth proposition: 

 

P4: Appropriate mechanisms for transferring tacit to tacit knowledge as well as 

 tacit to explicit knowledge should be established in order to ensure that the 
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 assimilation of new knowledge between the supplying firm and its foreign  buyer can 

be attained.    

 

Supplier’s Perspective – Knowledge Exploitation 

According to Revilla et al. (2013) the challenge of adding novel processes or material 

artefacts to ongoing exploitation of known processes or material artefacts can be encountered 

by suppliers. They suggested that the challenge may be due to pressure of meeting the 

standards of cost and quality of ongoing exchange and therefore postpone change for 

exploitation. According to Horng et al. (2009) maintaining close relationship with key buyers 

can be regarded as the most essential factor that contributes significantly to the benefits of 

exploitation. Many firms in Taiwan have burgeoned through exploitation as some of them 

have commenced to embark new product development and own brand management (Horng et 

al., 2009). New product development includes both radically brand-new products as well as 

incrementally modified new products (Horng et al., 2009) and own brand management 

denotes a pause from contract manufacturing and necessitates focal firm to focus from 

efficiency to innovation (Horng and Chen, 2008). Exploitation of knowledge acquired from 

buyer-supplier relationships can be obtained by suppliers by translating into new ideas, 

products, processes, and technologies (Inemek and Matthyssens, 2013). Yli-Renko et al. 

(2001) found that exploitation for new product development, technological distinctness, and 

sales costs can be obtained by young technology-based firms that acquired greater market and 

technological knowledge through their relationships with key buyers.  

 

Saenz et al. (2014) proposed that the arrangement of joint decision making about relationship 

specific improvements, supply chain strategies, or new products developments and the 

assessment of learning values are parts of exploiting assimilated knowledge by firms. They 

also suggested that the process of joint decision making can fulfil and surpass buyers’ 

requirements by facilitating innovative products to be developed by suppliers. This leads us 

to the fifth proposition: 

 

P5: The supplying firms may directly exploit new market, internationalisation, and 

 technological knowledge from their foreign buyers 
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Figure 1.0: Conceptual Framework 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

Thus, a conceptual framework is developed based on absorptive capacity which includes 

acquisition, assimilation, and exploitation of new knowledge (cf. Cohen and Levinthal, 1990; 

Zahra and George, 2002). The perspectives of buyer and supplier are included to represent 

the concept of cross-border buyer supplier relationship whereby the buying firm can acquire, 

assimilate, and exploit new knowledge from the direct experience in international sourcing as 

well as the imitation of foreign supplier. Similarly, the supplying firm can acquire, assimilate, 

and exploit new knowledge from the direct experience in export as well as the imitation of 

key foreign buyer (Forsgren, 2002; Zahra and George, 2002; Naldi and Zahra, 2007). 

 

 

Table 1.0: The Theoretical Perspectives of Knowledge and Learning – Cross-Border 

Buyer-Supplier Relationship 

Theory  Aspect of knowledge  Aspect of learning   

Relational view – Dyer and 

Singh, 1998; Dyer and 

Hatch, 2006 

Leverage knowledge 

assets within cross-

border buyer-supplier 

network 

Learning in cross-border buyer-

supplier relationship 

Absorptive capacity – 

Cohen and Levinthal, 1990 

Knowledge acquisition, 

knowledge assimilation, 

knowledge exploitation 

Learning capabilities 

Organisational learning – 

Levitt and March, 1988; 

Huber, 1991; Argote and 

Miron-Spektor, 2011 

Knowledge acquisition Learning from direct experience in 

internationalisation, learning from 

indirect experience with foreign 

buyer and foreign supplier 

(imitation of foreign buyer and 

foreign supplier) 

Internationalisation 

 

Absorptive Capacity 

Buyer’s 

Perspective 

Supplier’s 

Perspective 

International 

Sourcing 

Exporting 

Acquisition 

Assimilation 

Exploitation 
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Conclusion 

This paper highlights the significance of absorptive capacity of internationalizing firms. The 

literature is used extensively to cover theoretical foundations relating to absorptive capacity 

and organisational learning which indicates the needs of cross-border buyer-supplier 

relationship concept to be addressed. Grant (1996) postulated that productive resource of firm 

is knowledge. Spender (1994) proposed that as there are several types of knowledge, there are 

also several types of learning in which each of them leads to better coordination. This include 

learning from direct experience in internationalisation as well as learning from indirect 

experience by imitating foreign buyer and supplier (Forsgren, 2002). Particularly, inward and 

outward internationalisation may provide access to different kinds of knowledge (Naldi and 

Zahra, 2007; Hernández and Nieto, 2016). Both operations can play a role in acquiring, and 

transferring knowledge, and developing absorptive capacity (Hernández and Nieto, 2016). 

The access to this knowledge is associated with the increase of absorptive capacity by firm 

(Eriksson and Chetty, 2003). In addition, the relationship with foreign buyers entails learning 

opportunities for the supplying firm (Inemek and Matthyssens, 2013), and the relationship 

with foreign suppliers entails learning opportunities for the buying firm (Hessels & Parker, 

2013). Both are equally important (Saenz et al., 2014) for the internationalisation process 

(Johanson and Vahlne, 2009), and requires the absorptive capacity of a firm (Liu, 2012).  
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