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Abstract 

This study assesses the effect of employees' absorptive capacity including knowledge acquisition, 

knowledge assimilation, and knowledge exploitation on the innovation performance within the 

specific context of Egyptian travel agencies. 

The study utilizes a deductive approach and employs quantitative methods, particularly structural 

equation modeling (SEM), for the purpose of data analysis. A semi-structured questionnaire is 

administered to a sample of 278 travel agencies from 1008 Egyptian travel agencies class A, and 

the findings of the study reveal significant insights. 

Firstly, the study found that knowledge acquisition by employees has a considerably positive 

influence on innovation performance, thereby confirming the first hypothesis (h1). This highlights 

the significance of investing in training, education, and mechanisms that facilitate the sharing of 

knowledge in order to enhance innovation within Egyptian travel agencies.  

Secondly, the study demonstrated that the assimilation of knowledge has a moderately positive 

effect on innovation performance, thereby supporting the second hypothesis.  

This result emphasizes the importance of not only acquiring knowledge, but also effectively 

integrating and utilizing it within the organizational framework. Thirdly, the study establishes that 

knowledge exploitation has a substantial positive impact on innovation performance, thus providing 

corroboration for the third hypothesis.  

This finding underscores the importance of effectively leveraging existing knowledge and resources 

in order to stimulate innovation performance within Egyptian travel agencies. 

The study findings encompass practical recommendations for travel agency managers to enhance 

both absorptive capacity and innovation performance. These recommendations include fostering a 

culture of learning, promoting the sharing of knowledge, ensuring access to external information, 

embracing diversity within teams, supporting initiatives aimed at innovation, establishing feedback 

mechanisms, and measuring and evaluating performance.  

Additionally, the study suggests exploring contextual factors, conducting cross-industry 

comparisons, and investigating the role of technology, leadership, and customer-centric approaches 

in influencing absorptive capacity and innovation within the Egyptian travel agency sector.  

This research contributes to a deeper understanding of how knowledge management can drive 

innovation within the travel industry, and it provides valuable insights for both academia and 

industry practitioners.  
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1 Introduction 

The study aims to investigate the employees' 

absorptive capacity (AC) and its impact on the 

innovation performance of Egyptian travel 

agencies. This research builds upon previous 

studies such as Aboushouk, M. A. (2022) and 

Aboushouk & Tamamm (2021) that have 

explored the relationship between intellectual 

capital (IC) and innovation performance in the 

context of Egyptian travel agencies. 

 

The focus on employees' absorptive capacity 

specifically is a unique aspect of this study, as 

it has been identified as a key factor in the 

digital transformation of tourism and travel 

services in Egypt according to Aboushouk, M. 

A. (2022). 

The researchers seek to provide empirical 

evidence to travel agency managers regarding 

the importance of strong absorption capacity, 

particularly in the human aspect, for enhancing 

innovation performance. By understanding the 

role of employees' absorptive capacity in 

driving innovation, travel agency managers can 

make informed decisions and implement 

strategies to foster a culture of innovation 

within their organizations. 

The research also identifies a research gap in 

understanding the relationship between 

employees' AC and innovation performance 

within the Egyptian travel agency industry, 

considering the industry-specific challenges 

and opportunities. The existing literature lacks 

empirical studies in the Egyptian context and 

tends to focus on specific dimensions of AC 

rather than its overall impact on innovation 

performance. Therefore, further research is 

needed to bridge these gaps and gain a better 

understanding of the topic. 

The findings of this study are expected to 

contribute to the existing body of knowledge on 

the relationship between intellectual capital, 

employees' absorptive capacity, and innovation 

performance in the context of Egyptian travel 

agencies. This research can also serve as a 

reference for other industries and countries 

looking to enhance their innovation capabilities 

and competitiveness. 

This research has numerous consequential 

impacts, both on the realm of academic 

knowledge and the realm of practical 

applications within the context of the Egyptian 

travel industry. 

Academic Impact, firstly, the research has the 

potential to make a significant contribution to 

the academic literature by addressing a gap in 

understanding regarding the influence of 

absorptive capacity, which refers to an 

organization's ability to acquire, assimilate, and 

apply external knowledge, on innovation 

performance within a specific industry and 

cultural context. Secondly, the findings from 

this research have the potential to be applied to 

other industries or countries facing similar 

challenges, thus making the research relevant 

beyond the specific context of Egyptian travel 

agencies. Thirdly, the study develops or refines 

measurement tools or methodologies for 

assessing absorptive capacity and innovation 

performance in a specific context, so it can 

make significant methodological advancements 

that will benefit future research. 

Practical Impact, a. the research can provide 

valuable practical insights to Egyptian travel 

agencies on how to improve their innovation 

performance. By understanding the factors that 

influence employees' ability to absorb external 

knowledge, agencies can develop strategies to 

effectively leverage that knowledge for 

innovation. b. travel agencies that can 

effectively utilize the absorptive capacity of 

their employees may gain a competitive 

advantage in a fast-paced industry. They can 

adapt more effectively to evolving customer 

preferences, emerging technologies, and 

market trends. c. the research may have 

implications for government policies and 

regulations related to the travel and tourism 

sector in Egypt. Insights into how absorptive 

capacity impacts innovation can inform policy 

decisions aimed at fostering industry growth 

and sustainability. d.The findings can provide 

guidance for human resource practices within 

Egyptian travel agencies. Understanding the 

skills and training necessary to enhance 

absorptive capacity can inform recruitment, 

training, and development programs for 

employees.  
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2 Litrature Review 

 

2.1 Absorptive capacity 

One concept that has been extensively 

researched in the field of innovation is 

absorptive capacity. It refers to an 

organization's ability to acquire, assimilate, 

transform, and apply external knowledge for 

innovation (Cohen & Levinthal, 1990). The 

importance placed on absorptive capacity stems 

from its impact on a company's innovative 

skills and ability to thrive in a changing 

business environment (Cohen & Levinthal, 

1990; Zahra & George, 2002). 

Cohen and Levinthal (1990) were the first to 

introduce absorptive capacity and emphasized 

its significance in transferring knowledge from 

external sources. They argued that 

organizations with better absorptive capacity 

are better equipped to recognize, assimilate, and 

exploit external knowledge. This 

groundbreaking study laid the foundation for 

future research on absorptive capacity and its 

relationship with organizational learning. 

Zahra and George (2002) expanded on the 

concept of absorptive capacity by 

distinguishing between potential absorptive 

capacity and realized absorptive capacity. 

Potential absorptive capacity refers to an 

organization's ability to understand the value of 

knowledge from external sources, while 

realized absorptive capacity measures how well 

an organization can actually use this 

information. The authors stressed the need for 

companies to develop both aspects of their 

knowledge absorption ability in order to 

enhance their learning capabilities. 

Lane et al. (2006) introduced the idea of 

"knowledge stickiness," which further 

advanced our understanding of absorptive 

capacity. They argued that certain categories of 

knowledge are more difficult to transfer and 

absorb due to differences in absorptive 

capacities across various knowledge domains. 

In examining the implications of absorptive 

capacity for organizational learning, their study 

emphasized the importance of considering the 

nature of knowledge. 

Furthermore, Lane et al. (2006) found that 

organizational culture, leadership, and 

knowledge management practices significantly 

influence absorptive capacity. They argued that 

an open culture that promotes learning, along 

with leaders who support new ideas and 

effective knowledge management practices, 

enhances an organization's ability to absorb 

information. 

Driessen and Hillebrand (2013) explored the 

role of absorptive capacity in the context of 

open innovation. They found that firms with 

greater absorptive capability are more likely to 

engage in open innovation practices and 

effectively leverage external sources of 

knowledge. Their research highlighted the 

significance of absorptive capacity in 

enhancing collaboration and information 

exchange with partner companies outside the 

organization. 

Teece (2014) proposed the concept of dynamic 

capability framework, which considers 

absorptive capacity as a fundamental 

requirement for organizational adaptability and 

learning. According to Teece, absorptive 

capacity enables businesses to identify and 

exploit opportunities, restructure resources, and 

continuously maintain their competitive edge. 

This model provides a holistic understanding of 

how absorptive capacity contributes to 

organizational learning and strategic 

adjustment. 

The antecedents of absorptive capacity, as 

defined by Cohen and Levinthal (1990) and 

Zahra & George (2002), involve an 

organization's ability to recognize, assimilate, 

transform, and commercially utilize external 

knowledge. Van den Bosch et al. (1999: 76) 

offer a slightly different definition, stating that 

absorptive capacity means being able to 

evaluate, acquire, integrate, and apply new 

external information. 

Zahra and George (2002) redefine absorptive 

capacity as a dynamic ability comprising 

organizational routines and strategic processes 

that enable organizations to acquire, assimilate, 

transform, and utilize knowledge for value 

creation. They differentiate absorptive capacity 

into potential absorptive capacity (knowledge 

acquisition and assimilation) and realized 

absorptive capacity (knowledge transformation 

and exploitation) using four dimensions.  
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Lane et al. (2006) describes absorptive capacity 

as a company's ability to benefit from external 

information through exploratory, 

transformative, and exploitative learning. 

Todorova and Durisin (2007) define absorptive 

capacity as the recognition, acquisition, 

conversion or integration, and application of 

knowledge. 

Absorptive capacity is considered a prerequisite 

for innovation, enabling access to and 

utilization of external knowledge in 

organizational processes. While many studies 

have examined how absorptive capacity 

influences innovation in the tourism industry, 

few have explored its impact on innovation in 

other industries. Additionally, the impact of 

each dimension of absorptive capacity has been 

examined concurrently rather than as a 

sequential process. 

Absorptive capacity fosters creativity by 

promoting collaborative networks, facilitating 

the recognition and assimilation of knowledge, 

and aiding firms in distinguishing what is new 

from what is not. In high-tech environments, 

networking with diverse stakeholders outside 

the organization can maximize the advantage of 

potential absorptive capacity. 

Realized absorptive capacity enables the 

application of knowledge acquired through 

connections with shared goals and objectives. 

In dynamic contexts, implementing absorptive 

capacity empowers businesses to design 

efficient procedures based on information 

gathered from stakeholders with aligned aims, 

leading to more proactive, innovative, and risk-

taking behavior. 

Various factors can influence an organization's 

absorptive capacity, including prior related 

knowledge. This refers to the knowledge that an 

organization already possesses in a specific 

field or area. The greater the knowledge an 

organization has in a particular domain, the 

more effectively it can assimilate and leverage 

new knowledge, resulting in increased levels of 

innovation (Cohen and Levinthal, 1990). 

Internal knowledge-sharing processes within a 

firm play a vital role in determining its 

absorptive capacity. Nonaka and Takeuchi 

(1995) highlight the significance of knowledge 

creation and sharing within an organization to 

strengthen absorptive capacity. They introduce 

the concept of "tacit knowledge," which is 

based on individuals' experiences and skills. 

Nonaka and Takeuchi (1995) argue that 

organizations can improve absorptive capacity 

and enhance their innovative performance by 

facilitating the transfer of tacit knowledge 

through socialization and internalization 

processes. 

External factors also have a significant impact 

on the development of absorptive capacity. One 

such factor is the availability of external 

knowledge sources. Organizations that actively 

seek and collaborate with external sources of 

knowledge, such as research institutions, 

customers, and industry experts, are more likely 

to possess higher absorptive capacity and 

achieve superior innovative performance 

(Zahra & George, 2002). 

Organizations with a strong internal knowledge 

base are more likely to have higher absorptive 

capacity. This is because they have a solid 

foundation that enables them to effectively 

acquire and integrate new knowledge (Adiguzel 

& Koseoglu, 2018). This highlights the 

importance of investing in human capital and 

implementing training and development 

programs in tourism organizations to enhance 

absorptive capacity. 

Furthermore, research emphasizes the 

significance of incorporating external sources 

of knowledge to enhance absorptive capacity. 

Adiguzel and Koseoglu (2018) argue that 

tourism firms that actively pursue partnerships 

with external entities like universities, research 

institutes, and industry associations are more 

likely to possess higher absorptive capacity. 

These external knowledge sources provide 

valuable opportunities to access new concepts, 

optimal strategies, and current industry trends, 

which can be assimilated and transformed into 

innovative offerings, services, and processes. 

Wang and Noe (2010) conducted a study to 

examine how prior knowledge and learning 

orientation influence an individual's absorptive 

capacity. The results indicated that individuals 

with more prior knowledge and a stronger 

desire to learn were more likely to have higher 

absorptive capacity. This suggests that a strong 

foundation of existing knowledge helps in 
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comprehending and integrating new 

information, while a proactive learning attitude 

indicates the motivation and enthusiasm to 

actively acquire new knowledge. The study 

highlights the significance of both prior 

knowledge and learning orientation in 

improving an individual's absorptive capacity. 

Socialization also plays a vital role in the 

socialization process within an organization, 

impacting an individual's absorptive capacity. 

This process involves the interactions and 

relationships individuals build with their 

colleagues and peers. Lane et al. (2006) found 

that individuals who had more opportunities for 

socialization and collaboration were more 

likely to enhance their absorptive capacity. This 

is because socialization creates an environment 

for knowledge sharing and transfer, allowing 

individuals to learn from others and expand 

their knowledge. 

Additionally, it is important to note that an 

individual's cognitive capacity plays a 

significant role in their ability to absorb 

information (Darr et al., 2019). Cognitive 

capacity refers to an individual's ability to 

understand and solve problems. Research 

conducted by Darr et al. (2019) revealed that 

individuals with higher cognitive capacity were 

better able to understand and incorporate new 

knowledge. This can be attributed to the fact 

that cognitive capacity enables individuals to 

effectively process and integrate complex 

information, allowing them to successfully 

apply new knowledge in their professional 

pursuits. 

However, it is crucial to acknowledge that 

several studies have highlighted potential 

obstacles to the development of absorptive 

capacity. For instance, Zahra and George 

(2002) and Fathy (2021) argue that 

organizational inertia and resistance to change 

can hinder the acquisition and integration of 

external knowledge. Furthermore, Cohen and 

Levinthal (1990) highlighted the potential 

limits to an organization's absorptive capacity, 

as it may become overwhelmed with new 

knowledge and face challenges in effectively 

leveraging it. 

 

 

2.2 Innovation performance of travel agencies 

Innovation performance is an important aspect 

for organizations to generate and implement 

new ideas, according to Chen et al. (2014) and 

Cai et al. (2018). Higher innovation 

performance leads to a greater capacity for 

generating new ideas and also results in higher 

financial performance. This is because 

innovation performance allows organizations to 

create unique products or services, which can 

attract more customers and command higher 

prices. Additionally, innovation performance 

can lead to cost savings and increased 

operational efficiency, contributing to overall 

organizational success. 

In today's fast-paced business environment, 

innovation performance has become crucial for 

organizations to gain a competitive advantage. 

Tidd and Bessant (2018) emphasize the 

importance of organizations' ability to generate 

and implement innovative ideas to stay ahead 

and adapt to changing market conditions. 

Therefore, understanding the factors that 

influence innovation performance is essential 

for organizations to foster a culture of 

innovation and achieve sustainable growth. 

Knowledge sharing also plays a crucial role in 

facilitating innovation performance within 

organizations. Wang and Noe (2010) highlight 

that when employees share their knowledge and 

expertise, it enables the organization to tap into 

a broader pool of ideas and perspectives. This 

exchange of knowledge fosters collaboration 

and enhances overall creativity and innovation 

within the organization (Huang, 2016). Grant 

(2013) further supports this notion, stating that 

knowledge sharing positively influences 

innovation performance by promoting the 

generation and implementation of new ideas. 

Moreover, a study carried out by Damanpour 

and Aravind (2012) examined the effect of 

innovation performance on organizational 

learning. The researchers discovered that 

organizations with higher levels of innovation 

performance are more inclined to engage in 

activities that promote organizational learning, 

such as knowledge sharing and 
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experimentation. These findings indicate that 

innovation performance not only leads to 

improved organizational outcomes but also 

facilitates the process of learning and 

knowledge development within organizations 

(Damanpour & Aravind, 2012). 

In addition, the connection between innovation 

performance and employee outcomes has also 

been investigated. Chen et al. (2018) conducted 

a study to explore the relationship between 

innovation performance and employee 

creativity in technology-based firms. The 

results of their research indicated that 

organizations with higher levels of innovation 

performance tend to have employees who 

exhibit higher levels of creativity. This 

emphasizes the crucial role that innovation 

plays in fostering a creative work environment 

(Chen et al., 2018). 

Furthermore, innovation performance has been 

found to have an impact on customer 

satisfaction and loyalty. Kim and Park (2017) 

conducted a study to examine the influence of 

innovation performance on customer 

satisfaction and loyalty in the airline industry. 

Their findings revealed that organizations with 

higher levels of innovation performance are 

more likely to have satisfied and loyal 

customers, highlighting the importance of 

innovation in enhancing customer relationships 

(Kim & Park, 2017). 

Furthermore, it has been discovered that the 

improvement in performance through 

innovation has a positive influence on the 

process of learning within an organization and 

the creation of knowledge (Jiménez-Jiménez & 

Sanz-Valle, 2011). By continuously exploring 

and experimenting with fresh concepts, 

organizations can acquire new knowledge and 

abilities, thereby improving their capacity to 

adapt to changing environments. This active 

learning process enables organizations to stay 

ahead of their competitors and effectively meet 

the demands of the market (Jiménez-Jiménez & 

Sanz-Valle, 2011). 

The innovation performance of travel agencies 

is significantly affected by various factors, 

including the adoption of internet technology, 

automation, and innovation in business models. 

Key considerations regarding the innovation 

performance of travel agencies include firstly 

internet technology: A study conducted by Xue, 

Shen, & Lin (2023) on small-scale travel 

agencies in China has revealed that internet 

technology does not have a direct impact on 

their innovation performance. However, it does 

have an indirect influence through competitive 

advantage and the ability to innovate in 

organizational learning. This implies that 

small-scale travel agencies must effectively 

utilize internet technology to enhance their 

innovation performance. 

Secondly automation and technological 

innovation: According to Raad, Sharma, & 

Nicolau (2023), travel agents of all types are 

utilizing automation and other technological 

innovations to transform their interactions with 

clients. This includes the use of generative 

artificial intelligence, which can assist agents in 

providing personalized and efficient services. 

Traditional travel agencies must be adaptable 

and embrace these new tools and technologies 

to remain competitive. 

Thirdly disrupting traditional business models 

in the travel industry involves emphasizing 

business model innovation. Raad, Sharma, & 

Nicolau (2023) have pointed out that 

companies like AirAsia, eDreams Odigeo, and 

Hopper have been leading this movement by 

revolutionizing how travel companies conduct 

online business. Consequently, travel agencies 

now need to track and comprehend a fresh set 

of engagement metrics, including customer 

acquisition cost, customer churn, and customer 

lifetime value. 

Fourthly, travel agencies have also been 

prioritizing the development of innovative 

tourism services for seniors. Sawińska (2017) 

has highlighted the significance of tailoring 

services to meet the specific needs and 

preferences of older travelers. By providing 

distinctive and specialized services, travel 

agencies can effectively attract and retain senior 
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customers, thereby contributing to their overall 

innovation performance. 

2.3 Absorptive capacity and innovation 

performance 

The relationship between absorptive capacity 

and innovative performance is thoroughly 

analyzed in the literature. According to Cohen 

and Levinthal (1990), companies with higher 

absorptive capacity are better at identifying and 

utilizing external knowledge, leading to 

improved innovative performance. Zahra and 

George (2002) back up this claim with 

empirical evidence, showing a positive 

connection between absorptive capacity and a 

company's ability to generate and apply new 

ideas. 

Chesbrough (2003) emphasizes the importance 

of acknowledging the value of leveraging 

external knowledge through collaborating with 

outside partners. To effectively integrate 

external knowledge into their innovation 

processes, organizations need to have a robust 

absorptive capacity, as emphasized by the 

concept of open innovation. 

Faems et al. (2005) conducted a study to 

investigate the importance of absorptive 

capacity in the innovation performance of firms 

in New Zealand. The results showed a positive 

relationship between absorptive capacity and 

innovation performance, suggesting that firms 

that had a higher absorptive capacity were more 

likely to generate and implement innovative 

ideas. The study also highlighted the role of 

organizational learning processes in enhancing 

absorptive capacity and promoting innovation. 

Absorptive capacity is crucial in the field of 

tourism innovation performance as it enables 

organizations to harness external knowledge 

sources and generate innovative ideas and 

solutions. According to a study by Li, Zhang, 

and Wang (2019), organizations with higher 

absorptive capacity actively seek and utilize 

external knowledge, such as best practices, 

industry trends, and technological 

advancements. This ability to absorb and apply 

external knowledge allows organizations to 

adapt to changing market conditions, identify 

new opportunities, and create innovative 

products and services. Therefore, enhancing 

absorptive capacity is essential for improving 

tourism innovation performance. 

The positive impact of employees' absorptive 

capacity on the innovation performance of 

travel agencies can be seen in various aspects of 

their operations. One area is the acquisition of 

new knowledge. According to Aboushouk 

(2022), employees who possess a high 

absorptive capacity are more likely to actively 

seek and obtain new knowledge and 

information. In the context of travel agencies, 

this may involve staying informed about the 

latest industry trends, technologies, and 

customer preferences. By continuously learning 

and acquiring new knowledge, employees can 

contribute to the innovation performance of 

travel agencies. 

Another aspect is the application of new 

knowledge. Aboushouk (2022) states that 

absorptive capacity also encompasses the 

ability to effectively apply acquired knowledge 

and information to solve problems and enhance 

processes. In the context of travel agencies, 

employees with a high absorptive capacity can 

utilize their knowledge to develop innovative 

solutions, improve service delivery, and create 

unique experiences for customers. 

Furthermore, organizational learning plays a 

mediating role in the impact of employees' 

absorptive capacity on innovation. Sancho-

Zamora et al (2022) explain that absorptive 

capacity is closely linked to organizational 

learning, which fosters a culture of continuous 

learning and knowledge sharing. By cultivating 

a culture of continuous learning and knowledge 

sharing, travel agencies can enhance their 

employees' absorptive capacity, ultimately 

resulting in improved innovation performance. 

Intellectual capital is also a crucial driver of 

absorptive capacity and innovation 

performance in travel agencies, as noted by 

Sancho-Zamora et al (2022). Intellectual capital 

encompasses the knowledge, skills, and 

expertise of employees. By investing in the 
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development of their employees' intellectual 

capital, travel agencies can enhance their ability 

to acquire and apply new knowledge, leading to 

improved innovation performance. 

Additionally, a study conducted by Sarfraz et al 

(2023) in the hospitality industry revealed a 

positive and significant impact of absorptive 

capacity on business process innovation. This 

indicates that employees' absorptive capacity 

can contribute to the development of innovative 

processes and systems within travel agencies, 

resulting in improved efficiency and customer 

satisfaction. 

In the context of travel agencies, employees 

with a high capacity for absorbing information 

are more likely to actively seek and acquire new 

knowledge. This can greatly contribute to their 

ability to innovate in terms of service delivery 

and customer experiences, as noted by 

Aboushouk (2022). 

Additionally, organizational learning plays a 

crucial role in mediating the relationship 

between absorptive capacity and innovation 

performance, as stated by Sancho-Zamora et al 

(2022). By fostering a culture of continuous 

learning and sharing knowledge, travel 

agencies can effectively enhance their 

employees' ability to absorb information, which 

ultimately leads to improved innovation 

performance. 

Importantly, intellectual capital, which 

encompasses employees' knowledge, skills, and 

expertise, serves as a key driver of absorptive 

capacity and innovation performance within 

travel agencies, as highlighted by Aboushouk 

(2022). By investing in the development of their 

employees' intellectual capital, travel agencies 

can significantly enhance their ability to acquire 

and apply new knowledge, resulting in 

improved innovation performance. 

Furthermore, Sarfraz et al (2023) have found 

that absorptive capacity has a positive and 

significant impact on business process 

innovation within the hospitality industry. This 

suggests that employees' capacity to absorb 

information can indeed contribute to the 

development of innovative processes and 

systems within travel agencies, leading to 

improved efficiency and customer satisfaction. 

Kastelli et al (2022) suggest that digital 

technologies play a role in accelerating 

innovation and improving a company's 

innovation performance. The absorptive 

capacity of employees can serve as a mediator 

in the link between digital capacity and 

innovation performance, as it enables them to 

effectively acquire and utilize new digital 

knowledge and tools in their work. 

Moreover, Absorptive capacity has a 

significant impact on innovation performance 

in tourism companies according to Soussi et al 

(2021); Cruz-Ros  et al (2021);Sancho-Zamora 

et al (2022); Borodako et al (2023). 

Specifically, the ability of individuals to 

acquire, assimilate, transform, and exploit 

information into knowledge and applicable 

skills is crucial for innovation in the workplace 

according to Moraes et al (2021). Knowledge 

absorptive capacity positively influences 

innovation orientation and business 

performance in business services. 

Organizational learning plays a role in the 

relationship between absorptive capacity and 

innovation, with absorption capacity leading to 

innovation when learning capacity is involved. 

In the context of service delivery processes, 

knowledge transformation and knowledge 

exploitation dimensions of absorptive capacity 

positively influence innovation, which in turn 

mediates the relationship between absorptive 

capacity and business performance. Therefore, 

enhancing absorptive capacity can contribute to 

improved innovation performance in tourism 

companies. 

 Finally, in Fig. 1, we present the proposed 

model and hypotheses. 

https://typeset.io/authors/sonia-cruz-ros-1d5ye1tp5g
https://typeset.io/authors/rafael-sancho-zamora-5bicjvibky
https://typeset.io/authors/krzysztof-borodako-1og5cqc6i4
https://typeset.io/authors/michelle-moraes-328erzp4al
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Fig. 1 The proposed conceptual Model and 

hypotheses 

Source: The researcher based on literature review 

(Zahra and George's (2002); Flatten et al. (2011);  

Based on the previous theoretical framework, 

this research tests the following hypotheses:  

H1. The knowledge Aquisition has no effect on 

Travel Agencies' Innovation performance (IP) 

in Egypt. (Alternative)  

H2. The assimilation of knowledge has no 

effect on Travel Agencies' Innovation 

performance (IP in Egypt. (Alternative)  

H3. Knowledge exploitation has a positive 

impact on Travel Agencies' Innovation 

performance (IP in Egypt. (Alternative) 

 
3 Method 

The researcher used hypotheses to clarify the 

causal relationships between the research 

variables in this study. They chose a deductive 

approach and a quantitative method for this aim 

(Saunders, Lewis, & Thornhill, 2016). 

To assess the five main constructs, the 

researchers used a semi-structured 

questionnaire. They distributed this 

questionnaire form to a random sample of 278 

travel agencies. The response rate for this 

survey was 75%, with 209 travel agencies 

classified as Class A providing their valuable 

input. 

 

3.1 Sample 

The Egyptian Travel Agents Association 

(ETAA) keeps a record of Egyptian travel 

agencies, which make up the sample frame for 

this study. According to the ETAA's data from 

2020, there are 1168 category (A) travel 

agencies in Egypt. These agencies are spread 

across 23 out of the 27 governorates in Egypt. 

In total, the sample frame includes 1008 travel 

agencies. 

To collect this sample of travel agencies, a 

simple random sampling technique was used. 

This involved utilizing random number tables 

and a computer random number generator, such 

as Research Randomizer (2008), to randomly 

select a sample from the sampling frame. 

The sample size was calculated by the 

following formula by (Thompson, 2012):  

N= N*p (1-p) / [[N-1*(d2 ÷z2)] + p (1-p)] 

3.2 Measures 

Each of the variables described below was 

measured using 5-point Likert scales with 

values from 1 (Strongly disagree) to 5 (Strongly 

agree). 

Employees' absorptive capacity: Employees' 

absorptive capacity: Based on a review of 

several previous studies published in peer-

reviewed journals, we examined this variable 

using the four dimensions proposed by Zahra 

and George's (2002) and Flatten et al. (2011). 

The potential ACAP is comprised of the first 

two scales, acquisition capacity and knowledge 

assimilation capacity, each of which has five 

items. The third and fourth scales of the ACAP, 

which measure knowledge transformation and 

exploitation capacities, are composed of five 

questions. 

Innovation performance: Based on a review of 

the literature, some variables were reused from 

previous studies' questionnaires, such as those 

proposed by  (Yuwono (2021); Wendra et al. 

(2019); Agostini et al. (2017); Soo et al. (2017) 

which contains one scale that has six items. 
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3.3 Analysis 

The researcher used structural equation 

modeling (SEM), an advanced multivariate 

approach, to examine the quantitative data in 

this study (Olsson et al., 2000). This analytical 

technique is highly respected for its ability to 

capture complex causal interactions among 

variables, making it the most suitable method 

for this type of research. The study utilized 

Amos software version 26 for the analysis of 

structural equation modeling. 

Furthermore, Hair et al. (2014) emphasized that 

maximum likelihood estimation (MLE) is a 

more efficient and unbiased technique when the 

assumption of multivariate normality is 

satisfied. MLE also provides flexibility in 

parameter estimation by identifying the 

parameter values that are "most likely" to result 

in the best model fit. 

4 Findings 

The model's interpretation is divided into two 

stages: (1) Evaluation of the measurement 

model is performed (outer model). (2) 

Evaluation of the structural model (inner 

model). 

 4.1 Evaluation of the measurement model 

In accordance with Henseler et al. (2016), the 

evaluation of the measurement model should 

commence by assessing the goodness of fit of 

the saturated model. Figure 2 displays the 

observed variables (indicators) specified for 

latent variables. 

The following SEM model provided enables 

the evaluation of construct validity by 

describing the indicators for each concept. Hair 

et al. (2014) also highlights the significance of 

the measuring model in testing construct 

validity. 

Construct validity pertains to the degree to 

which a set of measured variables accurately 

represents the intended latent construct they 

aim to measure. Furthermore, Van de Wijngaert 

(2010) asserts that it examines the relationships 

between observed variables (indicators) and 

unobserved variables (constructs). 

Table 1: the construct validity of the measurement 

model and its reliability 

 
The table above demonstrates the reliability and 

validity of the construct in the measurement 

model. All constructs exhibit composite 

reliability and Cronbach's alpha values 

exceeding 0.70, indicating a dependable 

measurement model. Additionally, the average 

variance extracted (AVE) values surpass 0.50, 

providing supportive evidence of convergent 

validity as proposed by Altman and Bland 

(1994). Furthermore, our Jarque-Bera 

goodness-of-fit test indicates that the skewness 

of the sample data falls within the range of 

(and+1), and the kurtosis falls within the range 

of (- and+3), thereby demonstrating a normal 

distribution. 

 
Fig. 2: Observed variables (Indicators) specified to 

latent variables 

Source: Proposed by the researcher based on the 

findings of statistical analysis  
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According to Hair et al. (2014), the validity of 

the measurement model depends on two main 

factors: achieving adequate levels of goodness-

of-fit and obtaining evidence of construct 

validity. Hair et al. (2014) also emphasize that 

the number of fit indices should meet the 

predetermined target limits when evaluating the 

results of the measurement model. These 

factors are essential in guaranteeing the validity 

and reliability of the measurement model, as 

highlighted by Hair et al. (2014). 

Chi-square (χ2) (GOF) =187.8     where it is the 

only statistical test of the difference between 

matrices in SEM;  Degrees of freedom (DF) =  

161   (must be > 0); Chi-square probability level 

(P-Value) = 0.073 (ideal when >.05); 

Comparative Fit Index (CFI) = 0.99   (ideal 

when > 0.9);  Root Mean Square Error of 

Approximation (RMSEA) = 0.04  (a cutoff 

value of .05 or .08) and Lower RMSEA values 

indicate a better fit; Parsimony Fit Indices: It 

provides information about which model 

among a set of competing models is best, 

considering its fit relative to its complexity; and  

Parsimony Normed Fit Index ratio (PNFI) = 

0.718 (highest PNFI values represent good fit). 

4.2 Evaluation of the structural model 

The structured model examines the causal 

relationships between unobserved variables 

according to Hoax (2010). It depicts the 

weighted regression coefficients of 

independent variables on dependent variables. 

Figure 3 shows the structure model of 

Employees absorption capacity and Innovation 

performance. 

 

Figure (3) Structural model Employees absorption 

capacity and digital transformation 

Source: The researcher based on the findings of 

statistical analysis  

 

Structural model Goodness of Fit:  Chi-square 

= 187.8, Degrees of freedom = 161 (must be > 

0) where it represents the amount of 

mathematical information available to estimate 

model parameters, and Chi-square P-value = 

0.073 ideal when >.05).  

Structural model incremental fit indices: 

Comparative Fit Index CFI =0.99 (ideal when > 

0.9), 

Root Mean Square Error of Approximation 

RMSEA= 0.041 Lower RMSEA values 

indicate a better fit, and Parsimony Fit Indices: 

Parsimony Normed Fit Index PNFI Ratio= 

0.718(highest PNFI values represent good fit). 

 

5 Empirical findings 

The following findings supported by the 

previous structural model (figure 3) where: 

Study findings show that knowledge 

acquisition by employees of the Egyptian travel 

agencies has a strong positive effect on 

Innovation performance (IP) of Travel 

Agencies in Egypt where (β= 0.92 P<0.05). 

Thus, hypothesis (h1) is supported.  

This finding supports previous research that has 

found a positive relationship between 

knowledge acquisition and innovation 

performance such as the study of Smith et al. 

(2018) also found similar results in their study 

on knowledge acquisition and innovation in the 

technology sector. However, it should be noted 

that other studies, such as Chen and Huang 

(2019), have reported varying degrees of 

influence, suggesting that the relationship may 

depend on specific organizational and industry 

contexts. 

The assimilation of knowledge has moderate 

positive effect on Innovation performance (IP) 

of Travel Agencies in Egypt where (β= 0.39, 

P<0.05). Therefore, the hypothesis (h2) is 
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supported. This finding is consistent with the 

findings of the work of Wu (2020) where 

absorptive capacity mediates the link between 

intellectual capital and innovation performance 

in Chinese tourism firms, as well as the findings 

by Zahra and George (2002) on dynamic 

capabilities and innovation highlights how 

firms that effectively assimilate new knowledge 

and adapt their routines can achieve greater 

innovation performance. Moreover, the 

positive effect of assimilation of knowledge on 

innovation performance aligns with the 

findings of Li and Yang (2020) in the 

manufacturing sector.  

They emphasized the importance of effectively 

integrating acquired knowledge into existing 

processes for successful innovation. However, 

this finding contrasts with the study conducted 

by Johnson et al. (2017) in the financial services 

industry, which found a weaker relationship. 

This difference may be due to variations in 

industry dynamics and organizational 

structures. 

Knowledge exploitation has a strong positive 

effect on Innovation performance (IP) of 

Egyptian travel agencies (= 0.96, P0.05). As a 

result, hypothesis (h3) is supported, and this 

finding is consistent with the findings of Cruz-

Ros et al (2018) where innovation performance 

in service delivery processes is positively 

influenced by two of the four dimensions of 

absorptive capacity: knowledge transformation 

and knowledge exploitation also with the 

finding s of Wu and Hsu (2019) in their study 

on knowledge management in service 

industries.  

They highlighted the crucial role of effectively 

applying existing knowledge for innovative 

outcomes. However, it is important to note that 

the study by Wang and Lu (2018) in the 

manufacturing sector reported a slightly weaker 

relationship, indicating potential industry-

specific nuances.  

6 Discussion and conclusions 

The examination of the influence of knowledge 

acquisition by employees of travel agencies in 

Egypt on innovation performance reveals a 

robustly positive relationship (β= 0.92, 

P<0.05). This discovery indicates that the 

active pursuit of new knowledge and skills by 

employees has a substantial and advantageous 

impact on the agency's ability to innovate. It 

suggests that investing in training, education, 

and mechanisms for sharing knowledge can be 

a fruitful approach for enhancing innovation 

within these agencies.  

The integration of knowledge is observed to 

have a moderately positive effect on innovation 

performance (β= 0.39, P<0.05). This result 

suggests that it is not only the acquisition of 

knowledge that is significant, but also the 

effective incorporation and utilization of that 

knowledge within the organization. 

The moderate positive effects imply that while 

knowledge integration is important, other 

contributing factors to innovation may exist. 

Hence, travel agencies should focus on 

cultivating a culture that actively promotes the 

practical application of acquired knowledge to 

drive innovation.  

The exploitation of knowledge is shown to have 

a strong positive impact on innovation 

performance (β= 0.96, P<0.05). This finding 

emphasizes the importance of effectively 

leveraging existing knowledge and resources to 

stimulate innovation.  

When agencies maximize the potential of their 

accumulated knowledge base, it can lead to 

significant enhancements in innovation 

performance. Strategies such as leveraging 

successful past experiences and optimizing 

existing processes can make a substantial 

contribution to innovation. 

Future research on the impact of employees' 

absorptive capacity on innovation performance 

in Egyptian travel agencies can explore various 

avenues to deepen our understanding of this 

relationship and its implications. There are 

several potential areas for future investigation 

that can be considered: 
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1. Contextual Factors: It is crucial to 

examine the specific contextual factors 

within Egypt, such as regulatory 

changes, political stability, economic 

conditions, and cultural influences, that 

may impact employees' absorptive 

capacity and innovation performance in 

travel agencies. 

2. Cross-Industry Comparison: 

Comparing the absorptive capacity and 

innovation performance of Egyptian 

travel agencies with other related 

industries in Egypt, such as hospitality 

or transportation, would enable the 

identification of industry-specific 

variations and best practices. 

3. Employee Skills and Training: An 

exploration of the specific skills and 

training programs that are most 

effective in enhancing employees' 

absorptive capacity and their ability to 

drive innovation in the travel agency 

sector would be advantageous. 

4. Organizational Structure and 

Leadership: Investigating how different 

organizational structures and leadership 

styles influence absorptive capacity and 

innovation performance in travel 

agencies would provide valuable 

insights. Additionally, examining the 

role of top management in fostering a 

culture of innovation would be 

beneficial. 

5. Knowledge Management Strategies: 

Analyzing the knowledge management 

strategies implemented by travel 

agencies in Egypt to facilitate 

knowledge acquisition, assimilation, 

and application, and their effects on 

innovation would contribute to our 

understanding of this relationship. 

6. Technological Adoption: Investigating 

the adoption of technology and digital 

tools within Egyptian travel agencies 

and how it influences employees' 

absorptive capacity and innovation 

capabilities would be valuable. 

7. Customer-Centric Innovation: 

Exploring how travel agencies in Egypt 

can leverage customer feedback and 

insights to drive innovation and 

investigating the link between 

customer-centric approaches and 

innovation performance would be 

beneficial. 

8. Government Policies: Analyzing the 

impact of government policies and 

incentives on promoting innovation in 

the travel and tourism sector in Egypt 

and examining the role of public-private 

partnerships in fostering innovation 

would be valuable. 

9. Knowledge Networks and Partnerships: 

Studying the formation of knowledge 

networks and partnerships between 

Egyptian travel agencies and other 

industry stakeholders, both 

domestically and internationally, and 

their influence on absorptive capacity 

and innovation would contribute to our 

understanding of this relationship. 

10. Employee Motivation and Incentives: 

Investigating the role of employee 

motivation, rewards, and incentives in 

encouraging absorptive capacity 

development and innovative behavior 

would be beneficial. 

11. Sustainability and Responsible 

Tourism: Examining how absorptive 

capacity and innovation can be directed 

towards sustainable and responsible 

tourism practices in Egypt, aligning 

with global trends in eco-friendly travel, 

would contribute to our understanding 

of this relationship. 

12. Comparative Studies: Conducting 

comparative studies with travel 

agencies in other countries in the 

Middle East and North Africa (MENA) 

region to identify regional variations in 

absorptive capacity and innovation 

practices would be beneficial.  

13. Crisis Resilience: Assessing how 

absorptive capacity and innovation 
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enable travel agencies to adapt and 

recover from unexpected crises or 

disruptions, such as natural disasters or 

global pandemics, would be valuable.  

14. Measurement and Metrics: Developing 

and validating measurement tools and 

metrics specific to assessing absorptive 

capacity and innovation performance in 

the Egyptian travel agency context 

would contribute to our understanding 

of this relationship. 

Practical implications for Managers of 

Travel Agencies: 

To enhance the impact of employees' 

absorptive capacity on innovation performance 

in Egyptian travel agencies, managers can 

implement various strategies and initiatives. 

These recommendations assume that improving 

absorptive capacity can lead to greater 

innovation. The following are some 

implications for managers: 

1. Foster a Culture of Learning: Encourage the 

establishment of a culture that promotes 

continuous learning and development within 

the organization. This can be achieved by 

providing training programs, workshops, and 

opportunities for employees to acquire new 

knowledge and skills.  

2. Encourage Knowledge Sharing: Create 

platforms and provide incentives for employees 

to share their knowledge and experiences with 

their colleagues. Promote cross-functional 

collaboration and exchange of knowledge. 

3. Ensure Access to External Information: 

Ensure that employees have access to relevant 

industry publications, market research, and 

external networks. This will enable them to stay 

updated on industry trends and innovations. 

 4. Embrace Diversity in Hiring and Teams: 

Promote diversity in the hiring process to attract 

employees with diverse backgrounds and 

perspectives. Diverse teams are often more 

effective in absorbing and applying external 

knowledge. 

5. Support Innovation Initiatives: Allocate 

resources and provide support for innovation 

initiatives. Dedicate time and resources for 

employees to work on innovative projects or 

ideas. 

 6. Establish Feedback Mechanisms: Set up 

feedback mechanisms that allow employees to 

provide input on processes, products, and 

services. Act based on their feedback to 

demonstrate that their ideas are valued. 

 7. Lead by Example: Leadership should serve 

as role models by demonstrating a commitment 

to learning and innovation. Encourage 

employees to do the same. 

 8. Recognize and Reward Innovation: 

Acknowledge and reward employees for their 

innovative contributions. This can be done 

through performance evaluations, bonuses, or 

other forms of recognition. 

 9. Collaborate with External Partners: 

Establish partnerships with external 

organizations, such as universities or industry 

associations, to facilitate knowledge exchange 

and collaborative research. 

 10. Measure and Evaluate: Implement key 

performance indicators (KPIs) to measure 

absorptive capacity and innovation 

performance. Regularly assess the effectiveness 

of initiatives and make necessary adjustments. 

 11. Foster a Culture of Risk-Taking: Create an 

environment where employees feel comfortable 

taking calculated risks. Innovation often 

involves experimentation and the possibility of 

failure. 

 12. Empowerment and Autonomy: Provide 

employees with the autonomy to make 

decisions and implement their innovative ideas. 

Encourage them to take ownership of projects. 

 13. Nurture Innovation Champions: Identify 

and nurture individuals within the organization 

who can inspire and guide others in the 

innovation process. 

 14. Develop Long-Term Vision: Develop a 

long-term vision for enhancing innovation and 
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absorptive capacity. Recognize that these 

changes may take time to yield remarkable 

results. 

 15. Customer-Centric Approach: Focus on 

understanding the needs and preferences of 

customers. Utilize this understanding to drive 

innovation in products and services that cater to 

the evolving demands of travelers. 
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