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The Effect of Technology Start-up Companies’ Absorption
Capacity on Start-up Performance: Focusing on the
Mediating Effect of Patent Activities

Kim Jong Sik*
Nam Jung Min™

Abstract

Amid rapid changes in technological innovation due to the influence of the 4th Industrial Revolution and COVID-19, research related
to absorption capacity and patent activities to promote technological innovation of Korean technology start-ups is important in this
uncertain environment. This study aims to examine the effects on entrepreneurial performance and patent activities by reconstructing
absorptive capacity, an organizational capability, for technology-based startups in fields such as BT and ICT with less than seven years
of establishment, distinguishing between potential absorptive capacity and realized absorptive capacity. The study also seeks to develop a
theoretical research model. To accomplish this, data was collected from managerial executives, including CEOs of 215 technology
startups. The following hypotheses were tested: Firstly, potential absorptive capacity had a significant impact on patent activities, while
realized absorptive capacity did not. Secondly, potential absorptive capacity had a significant impact on technological performance, while
realized absorptive capacity did not. Thirdly, both potential and realized absorptive capacity had a significant impact on financial and
non-financial performance. Fourthly, patent activities indirectly influenced potential absorptive capacity and technological performance, but
did not affect realized absorptive capacity. Fifthly, patent activities indirectly influenced potential absorptive capacity and financial
performance, but did not affect realized absorptive capacity. Lastly, patent activities indirectly influenced potential absorptive capacity and
non-financial performance, but did not affect realized absorptive capacity. The practical significance of this study lies in providing useful
guidelines for building the core capabilities of organizations through absorptive capacity and patent activities. Furthermore, it is expected
that startups that have not recognized the formation process of absorptive capacity for patent activities will perceive the formation
mechanism of absorptive capability anew and show considerable interest in future potential and realized absorptive capacity as part of
their management strategies. This is anticipated to play an important role in adapting to rapidly changing technological advancements, the

startup ecosystem, and securing sustainable competitive advantages.
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