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Abstract

It has been proved by many literatures that geographical proximity attributes to
the cluster phenomenon. However, with globalization of production and prevalence of
cross-area activities, the geographical scope in related researches has been extended
as organizational proximity and network are considered. Gradually recognizing the
heterogenic among firms, scholars start to examine the connection between firm’s
internal capability and external knowledge.Regarding geographical proximity and
organizational proximity as a kind of external knowledge, this study first identifies
these two proximities and their relationship, then introducing firm’s internal capability
to construct a model showing the influential routes among external knowledge,
internal capability and innovation performance. Using biotechnology firms as
research objectives and Structural Equation Modeling as method, this study finds that
both geographical proximity and firm’s absorptive capability are important to firm’s
innovation performance but the former requires organizational proximity to

contribute.

Key words: geographical proximity, organizational proximity, network,

absorptive capacity, innovation performance.
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