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ABSTRACT

The importance of agriculture to the basic human lives is irrefutable. It is a vital part of
global society, and it significantly impacts the economy and food supply worldwide
specifically for Malaysia’s society's development since before the colonial era. Besides
being responsible for providing food for humans and animals, agriculture also provides
employment opportunities and income for people worldwide. However, current
economic shifts from an agricultural-based into an industrial-oriented economy have
posed greater risks to the national policies involving increment in food supply imports
and small farmers' income sources, particularly during post Covid-19 pandemic
alongside with the scarcity of soil, weather, and financial supports indicate that this
sector needs support to cope with current changes. Thus, advancing research and
development (R&D) aspects is one of the main approaches to deal with this critical
issue. The R&D process heavily depends on the internal and external knowledge of the
researchers in this field to create innovative ways of dealing with the challenges.
Accordingly, this study essentially sought to comprehend the individual level
measurement on the interrelationship between knowledge management, absorptive
capacity, and innovation capability. A literature review and identification of knowledge
gaps formed the basis of the conceptual model and 9 hypotheses. To achieve the
objectives, this study used a descriptive research design and a purposive sampling
design. The unit of analysis was 118 agriculture researchers in Malaysia consisting of
respondents from Malaysia research institutions namely MARDI, DVS, MPOB, UiTM
and UPM. Empirical data for this study was collected using a self-administered
questionnaire based on a five-point Likert-type scale. Descriptive data were used to
summarize the data on its distribution, central tendency, and variability, whereas
inferential statistics applied Structural Equation Modelling (SEM) analysis to test the
hypothesized relationships. Results show that knowledge management and absorptive
capacity positively and significantly affect the researcher’s innovation capability, and 8
out of 9 hypotheses are supported. The study findings further revealed that absorptive
capacity mediates the relationship between knowledge management and innovation
capability. Agriculture R&D should encourage and emphasize the researchers to
acquire, assimilate, transform, and exploit external knowledge so that the innovation
capability will benefit the agriculture sectors. This study, therefore, concludes that the
collective effect of knowledge management, mediated with absorptive capacity, affects
employees’ innovation capability and, by extension, their R&D performance. This study
significantly contributed on the theoretical, managerial, and methodological aspects of
knowledge management in agricultural sector.
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CHAPTER ONE
INTRODUCTION

1.1 Chapter Introduction

In the interest of providing a fundamental comprehension of the report, this
chapter provides an overview of the research conducted. This chapter is distributed
into ten (10) sections, the first of which discusses the research background of the topic
(section 1.2), while the next section (section 1.3) delves into the problem statement
for this study (section 1.2). The explanations for the research purpose, research
questions, and research objectives can be found in sections 1.4 through 1.6,
respectively. This study has some limitations, which are discussed in Section 1.7 of
the report. In addition, the significance of this study is discussed in Section 1.8, and
the chapter titled "Chapter 1.9" provides a more in-depth definition of the terms
utilized throughout this research. The report's structural framework was outlined in
the final section, 1.10.

1.2 Research Background

The substantial value of knowledge in today’s knowledge-based industries is
undeniable. Current revolutionary changes in competitive markets are no longer
competing solely on land or money capital but also on information and knowledge
capabilities (Omotayo, 2015). Knowledge-based economy refers to knowledge-
intensive activities that contribute to an enhancement step of technical or scientific
advance in product or services scope (Bano & Taylor, 2015). Powell & Snellman
(2004) suggested that “the key component of the knowledge economy is a greater
reliance on intellectual capabilities than on physical or natural resources”. Knowledge
has been widely acknowledged as a commodity for any individual or organization,
especially in developing new inventions and innovative products to sustain businesses
(Volkov & Garanina, 2007). A tacit and explicit form of knowledge exists within the

organization needs to be managed strategically (Hanson, 2014) starting with the ability
1





