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This study aims to identify the relationship between knowledge sharing, innovation
capabilities, and absorptive capacity. The study was conducted on 209 employees
of a minimarket, in Bandung, West Java. Sampling was done incidentally. Factor
analysis produces five factors for which construct validity is acceptable. Empirically,
the multiple regression results support the research hypothesis. Knowledge sharing
positively and significantly affects innovation capability and absorptive capacity.
Furthermore, absorptive capacity partially mediates the relationship between

knowledge sharing and innovation capabilities.
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1. Introduction

The retail business in minimarket format, in
2020, is facing a tough test because of the Covid-
19 pandemic. The decline in growth is the
consequence (Aria, 2020; Judith, 2021; Pryanka,
2019; Kuncoro, 2020). Pandemics cause social,
economic, political, and technological conditions
to change dramatically. It can be a perfect
example of the VUCA landscape. An
environmental condition characterized by volatile,
uncertain, complex, and ambiguous (Nangia &
Mohsin, 2020). Unfavorable environmental
conditions for business (Bennis & Nanus, 1985).

When the business environment is VUCA in
nature, it becomes increasingly difficult for
organizations to keep up with the rhythm of
change. The solution, knowledge needs to be
empowered to gain competitive advantage
(Cohen & Levinthal, 1990; Zemaitis, 2014;
Rafique et al., 2018; Grant, 1996; Jasimuddin &
Nagshbandi, 2019). Knowledge is the most
essential component of innovation (Tsai, 2001;
Liao et al., 2007; Intan-Soraya & Chew, 2013;
Jasimuddin & Nagshbandi, 2019). The
effectiveness of knowledge utilization depends on
the organization's ability to manage intellectual
capital (Chen & Huang, 2009). The ability to
mobilize and disseminate knowledge possessed
by employees and combine knowledge to learn
something that leads to the creation of new
products/services/processes is often labeled as
innovation capabilities (Kogut & Zander, 1992;
Oanh, 2019).

Therefore, for minimarkets to get the optimal
benefit from the knowledge, effective knowledge

management is needed. The key to effective
knowledge management is knowledge sharing
management (Hendriks, 1999; Bock & Kim, 2002;
Liao et al., 2007; Velmurugan et al., 2010).

However, in a VUCA environment, business
opportunities  that arise continuously and
competition are increasingly fierce, causing the
knowledge held by the organization to be
insufficient (Rafique et al. 2018). Minimarkets
need to upgrade the knowledge base by bringing
in knowledge from outside the organization
(Cohen & Levinthal, 1990; Grant, 1996; Rafique
et al, 2018). Minimarkets need the ability to
acquire, assimilate, transform, and apply critical
external knowledge to improve and reconfigure
existing capabilities and knowledge to produce
innovation (Camison et al., 2009; Rafique et al.,
2018; Jasimuddin & Nagshbandi, 2019). This
capability is known as the concept of absorptive
capacity (Cohen & Levinthal, 1990; Zahra &
George, 2002; Zou et al., 2018; Jasimuddin &
Nagshbandi, 2019).

There is a relationship between knowledge
sharing, absorptive capacity, and innovation
capability (Cepeda-Carrion et al, 2012;
Jasimuddin & Nagshbandi, 2019).

Unfortunately, to the best of researchers'
knowledge, the relation between these three
variables has not been implemented in
minimarkets. Previous research has occurred in
state-owned high-tech enterprises (Li, 2011), in
knowledge-intensive industries (Liao et al., 2007),

in SME (Wuryaningrat, 2013), in textile, metal,
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and food sector companies (Yesil et al., 2013),
and in weaving industry (Riana et al., 2019).

So, this research will fill in the empirical study
of the relationship between knowledge sharing,
absorptive capacity, and innovation capability in
the minimarket retail business. A convenience
store is a “mini” version of a supermarket,
traditionally referred to as a modern grocery
store. The minimarket format retail business is
very competitive, especially with the presence of
foreign retailers (Raharso & Tjahjawati, 2014;
Heriawan, 2018; Suhaeni et al., 2020). Also, the
Covid-19 pandemic has added to the uncertainty
of doing business.

Innovation capability is the key to winning the
competition in the retail business (Raharso, 2006,
2009; Sriboonlue et al, 2016). Also, knowledge
sharing is a lever of innovation capabilities
(Raharso, 2006, 2009). On the other hand, there
is a relationship between absorptive capacity and
innovation capability (Li, 2011; Liao et al., 2007;

Wuryaningrat, 2013; Yesil et al., 2013; Riana

et al., 2019).

Therefore, this research aims to fill the gaps
in the previous studies. It is expected that the
study will lead to a better understanding of the
issue of the importance of knowledge sharing for
improving absorptive capacity and innovation
capabilities of SMEs.

2. Literature Review

Knowledge Sharing

The resource-based view perspective states
that knowledge is the most strategic resource for
companies (Conner & Prahalad, 1996; Bhatt,
2000; Zack et al., 2009). Therefore, knowledge
must be managed effectively and efficiently for
the company to benefit from it. The basic concept
of knowledge management is: knowledge can be
shared (Nonaka & Takeuchi, 1995). This
happens when employees communicate
information, effective work practices, insights,
experiences, preferences, lessons learned,
common sense, and uncommon sense (Liao et
al.,, 2007). So, when individual and group
knowledge is shared and becomes organizational
knowledge, organizations begin to be able to
manage these resources effectively (Van den
Hoof & Van Weenen, 2004; Lin, 2007; Rosmi &
Musairah, 2017).

In other words, knowledge management will
occur when knowledge sharing activities occur
and the transformation of knowledge into
practices in the field (Hu et al., 2009; Mason &
Paulen, 2003). Thus, knowledge sharing plays a
substantial role in the implementation of
knowledge management (Senge, 1997; Bock &
Kim, 2002; Wang & Noe, 2010). Therefore,
Hendriks (1999) suggests that knowledge
management  activities should focus on
knowledge sharing. Effective knowledge sharing
will generate shared intellectual capital, a
resource needed by all organizations (Liao et al.,
2007).
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Cumming (2003) defines knowledge sharing
as organizational access to owners of knowledge
and other organizational knowledge. Bartol and
Srivastava (2002) state knowledge sharing as
sharing information, suggestions, and relevant
expertise, which is carried out by individuals in an
organization with other individuals. Senge (1997)
states that knowledge sharing is the exchange of
knowledge between individuals through social
interaction. Meanwhile, Van den Hooff and de
Ridder (2004: 118) define knowledge sharing as
a process where individuals make mutually
beneficial exchanges of their knowledge and
together build new knowledge.

Absorptive Capacity (AC)

In  contemporary management, especially
business strategy, AC is a “powerful” concept
(Jasimuddin et al., 2015). The AC concept was
introduced by Cohen and Levinthal (1990). This
terminology refers to the acquisition of new
knowledge and utilization of that knowledge to
increase the excellence of an organization (Lane
et al., 2006). With a note, this crucial knowledge
usually exists outside the organization
(Grandinetti, 2016). Cohen and Levinthal (1990:
128) define AC as the ability of an organization to
recognize the value of new information or
knowledge, assimilate new knowledge, and apply
this new knowledge to commercial needs.
Meanwhile, Zahra and George (2002) defined AC
as a set of routine and organizational processes
that are used to acquire, assimilate, transform,
and exploit knowledge from the environment.
Another expert, Sun and Anderson (2010)
defined AC as the ability of an organization to
learn and act beyond or beyond the boundaries
of scientific findings and technological activities.

AC is an important connection between
external knowledge, organizational performance,
and the ability to innovate (Volberda et al., 2010).
AC allows organizations to identify new
opportunities and integrate them with existing
knowledge (Ndiege et al., 2012). At the lowest
level, existing knowledge can be in the form of
basic skills, shared language, or being in touch
with the latest science or technology in a
particular field (Cohen & Levinthal, 1990; Ndiege
etal., 2012).

Innovation Capability

In the VUCA business environment,
innovation is an area that has received great
attention from various companies (Montes et al.,
2004; Liao et al., 2007; Lee & Hidayat, 2018). At
present, almost all competitors in an industry
have levels of competence that are not much
different in management areas, such as
operations, human resources, marketing, and
strategy. Therefore, companies are starting to
see innovation as a key differentiator to gain a
competitive advantage (Harrison & Samaon,
2002; Tsai & Liao, 2014).

Yang et al. (2009) stated that innovation can
be considered as an organizational capability.
Capability is needed so that organizations gain
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and maintain a competitive advantage (Yesil &
Dereli, 2013). As a capability, innovation is an
activity that utilizes resources with new
capabilities to create value (Yang et al., 2009).
Developing innovation capabilities is an important
activity for organizations (Saunila et al., 2012)
because innovation is the foundation for
organizations to survive (Hurley & Hult, 1998;
Hamid & Tasmin, 2013). The success or failure of
an organization's operations in all industries is
highly dependent on the organization's ability to
produce innovation (Tidd et al., 2005).

Therefore, the capability of an organization to
innovate is the key to maintaining the existence
of the organization (Cavusgil et al., 2003: 10),
making the organization competitive (Esterhuizen
et al., 2012). Innovation capability can be defined
as an organization's holistic potential to generate
new and unique values (Bullinger et al., 2007).
Burgelman et al. (2004) define innovation
capabilities as a comprehensive characteristic of
an organization that encourages and facilitates
innovation strategies. Meanwhile, Wallin et al.
(2011) define it as the ability to routinely achieve
innovative outcomes. Innovation capability also
refers to the company's capability in generating

new ideas to improve products, services,
processes so that they can improve
organizational performance and gain a

competitive advantage (Jantunen, 2005).

Relationship between Knowledge Sharing and
Absorptive Capacity

Employees must have a desire to get high job
ratings from the organization (Robbins, 2003).
High job performance is a reflection of the
individual's contribution to the achievement of
organizational goals. Therefore, employees use
knowledge sharing behavior to acquire and
donate the knowledge they have to colleagues.
Knowledge sharing activities will then be a driving
factor in the creation of the ability to receive
knowledge from other parties and process this
knowledge with the knowledge they already have
to produce new knowledge that can be used to
improve their performance and organizational
performance. The process of interaction with
other employees will improve employee learning
abilities (Liao et al., 2007), whereas "learning" is
a capacity to absorb (Cohen & Levinthal, 1989).
Thus, when employees are increasingly aware of
the importance of knowledge sharing activities for
themselves and the organization, employees will
be more intensive in absorbing knowledge from
external parties. This is because knowledge from
their environment (internal knowledge) may not
be sufficient anymore, while there are
opportunities to obtain knowledge that is not
available in the organization (Alavi & Leidner,
2001; Darroch & McNaughton, 2002; Pai &
Chang, 2013; Rafique et al.,, 2018). Thus,
researchers can develop the following
hypothesis.

Hypothesis 1: Knowledge sharing positively
affects the absorptive capacity
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Relationship between Knowledge Sharing and
Innovation Capability

Knowledge and intellect will  grow
exponentially when shared with others (Quinn et
al., 1996). This happens because these activities
will generate questions of feedback, amplification,
and modification of existing knowledge so that
they get more abundant benefits (Liao et al.,
2007). The creation of new knowledge will
increase an organization's ability to innovate
(Liao et al., 2007; Lin, 2007; Raharso, 2009).

Innovation also refers to the process by which
employees' knowledge and ideas are transformed
into a form that has added value for the
organization and stakeholders (Dasgupta &
Gupta, 2009). The ability to mobilize and
disseminate knowledge that is embedded in the
employee's head, and then combine that
knowledge to learn something that will lead to the
creation of new products and/or process
innovation can be labeled as innovation capability
(Kogut & Zander, 1992). Thus, the following
hypothesis can be made.

Hypothesis 2: knowledge sharing positively
affects innovation capability.

Relationship between Absorptive Capacity
and Innovation Capability

Cohen and Levinthal (1990) stated that the
utilization of external knowledge is the main
determinant of innovation capability; greater
influence than technological opportunities and
knowledge spillovers (Nieto & Quevedo, 2005).
Zahra and George (2002) and Nagshbandi and
Kamel (2017) found a significant positive
relationship between AC and innovation. An
empirical study by Knudsen and Roman (2004)
states that AC is an important factor in predicting
the innovation capability of an organization, it can
even facilitate the emergence of radical
innovation (Ritala & Hurmelinna- Laukkanen,
2013).

This happens because the level of absorptive
capacity will determine the level of understanding
of the properties of new knowledge (Tsai, 2001).
The understanding of new knowledge can then
be used to improve products, processes, and
organizational management. Therefore, the
higher the level of absorptive capacity of an
organization, the greater the opportunity to gain
the ability to innovate (Murovec & Prodan, 2009;
Zou et al., 2018; Jasimuddin & Nagshbandi,
2019). Based on the results of this study, the
researcher can develop the following hypothesis.

Hypothesis 3: absorptive capacity positively
affects innovation capability.

3. Research Methods

Research data sources. This cross-sectional
study is descriptive and associative. The unit of
analysis is minimarket employees in the Bandung
area and its surroundings. The study population
was all minimarket employees in Bandung and its
surroundings.
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This study does not use a conservative
approach in determining the sample, which is
based on a certain proportion of the population.
However, using the analytical tool approach used
to test the relationship between variables (Hair et
al., 1998; 2010). This study uses multivariate
analysis, in this case, multiple regression, to
examine the effect of knowledge sharing on
absorptive capacity and innovation capability, as
well as the effect of absorptive capacity on
innovation capability.

Incidental sampling is used to get
respondents, provided that the minimarket
employees have worked for more than one year
(Sugiyono, 2015).

300 sets of questionnaires were distributed to
minimarket employees in Bandung and its
surroundings for one month. 209 questionnaires
were returned and could be processed. Thus, the
effective response rate is 69.67%. This amount
has met the requirements for multivariate
research (Hair et al., 1998; 2010).

Research variable. The data collection
method used a Likert scale questionnaire
(Soedibjo, 2013) to obtain primary data, with a
value of 1 = strongly disagree and 5 = strongly
agree. The knowledge sharing variable is divided
into two dimensions, knowledge collecting
(consisting of four statement items) and
knowledge donating (four items; Van den Hoof &
de Ridder, 2004). Examples of statement items
for knowledge collecting, "I seek certain
information/knowledge from colleagues who
understand this"; and for knowledge donating, "I
think colleagues also need to know what I'm
doing". The absorptive capacity variable is
divided into four dimensions, namely: acquisition
and assimilation (referred to as AC potential), and
transformation and exploitation (referred to as AC
realization) (Zahra & George, 2002). The
acquisition sub variable consists of four
statement items, an example of the item is "This

company is trying to get the
information/knowledge needed to improve
performance”. The assimilation sub variable

consists of three statement items, for example,
"This organization analyzes carefully what
consumers/society  want".  Meanwhile, the
transformation sub variable consists of three
statement items, for example, "The management
in this company is trying to improve existing
business processes". For the exploitation sub
variable, which consists of three statement items,
for example, "This company has a work control
mechanism by utilizing information or knowledge
held". Finally, innovation capability is mono-
dimensional, modified from Lin (2007), consisting
of seven statement items, for example, "The
organization | work for often generates new
ideas".

Data analysis. Because the data collection
was carried out using a questionnaire, the
seriousness of the respondents in answering the
questions is very important in the research. The
validity of social research results is largely
determined by the measuring instrument used.
Therefore, two kinds of tests were made, validity
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and reliability tests to test the seriousness of the
respondents’ answers. Factor analysis is used to
determine its unidimensionality or construct
validity (Aslam, 2013). Researchers used multiple
regression analysis (Santoso, 2002; Hair et al.,
1998) to answer research questions.

4. Results and Discussion

In addition to containing the instruments used
to measure the variables to be studied, the
questionnaire also took demographic data from
the respondents themselves. In terms of gender,
62.2% of respondents are male, the rest are
women. Based on the work period of employees,
the service period is less than two years and
between 2-5 years is the highest number, 52.2%
and 43.1% respectively. The age of minimarket
employees is dominated by young people, who
are less than 30 years old, as much as 93.8%;
and with a high school/vocational high school
education level of 95.7%.

Tabel 1. Respondent Characteristics

Freq. %

Male 130 62.2%
Gender

Female 79 37.8%
Job <2 years 109 52.2%
experience 5.5 years 90 43.1%

>5 years 10 4.7%
Age <30 years 196 93.8%

>30 years 13 6.2%

Senior/Voca

. tional High 200 95.7%

Education School
level

Diploma

11213 ° 4.3%

Source: data processing, 2021

Researchers use factor analysis to purify
statement items. Under the suggestions of Hair et
al. (2010), a practical significant loading factor is
+ 0.50 or greater; and greater than + 0.70 is
considered a well-defined structure and is the
objective of all factor analyses. Therefore, the
researcher used a minimum loading factor limit of
0.50 as a value that was considered significant
for each factor analyzed item.

Factor analysis was carried out on all
statement items used to measure knowledge
sharing, absorptive capacity, and innovation
capability. Factor analysis using the principal
components method, which analyzed the
covariance matrix, using varimax rotation, and
only displayed values greater than 0.50. The
KMO of this factor analysis was 0.854; BTS =
1,722,193; df = 276; and Sig. 0.000.

The results of the confirmatory factor analysis
resulted in five factors or variables, with the ability
to explain at 56.608%. The statement items of

knowledge sharing variables which initially
consisted of eight statement items (four
statement items for measuring knowledge

collecting and four statement items for measuring
knowledge donating) were reduced to two items
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for knowledge donating and four items for
knowledge collecting (fixed, not reduced). This
means that this research has succeeded in
producing six statement items that can be used to
measure the knowledge sharing process among
minimarket employees.

Furthermore, the absorptive capacity variable,
which was initially hypothesized to consist of four
dimensions, after analyzing the factors, turned
out to be two factors or two dimensions, namely:
the potential AC (consisting of five items) and
realized AC (consisting of four items). Thus, the
absorptive capacity dimension among minimarket
employees is simpler, because it only consists of
two dimensions. As a result, this study
succeeded in formulating nine statement items
that can be used to measure absorptive capacity
in minimarkets.

The results of the last factor analysis resulted
in five statement items that were perceived by
minimarket employees as measuring innovation
capability in the minimarket. So, two statement
items are deleted because they have a loading
factor lower than 0.50 so that they cannot be
used to measure innovation capability.
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The results of the factor analysis indicate that
this study has an instrument with guaranteed
construct validity because each statement item
can measure or match a latent variable (Forza &
Filipini, 1998); no cross-loading occurs.

Furthermore, the instrument is declared
reliable if it is not affected by random error (Forza
& Filippini, 1998). Reliability is generally

measured using Cronbach Alpha. According to
Hair et al. (2010), the Cronbach Alpha
value>0.70 is an acceptable value for internal
consistency reliability.

Thus the constructs of knowledge sharing,
absorptive capacity, and innovation capability
used in this study have a relatively good internal
consistency value, because it has a Cronbach
Alpha value>0.70; except for realized AC
dimensions which are marginal. The correlation
between items and totals for all variables has a
value>0.30. So, all instruments used in
measuring the research variables are valid,
because they have a value>0.30 (Sekaran,
2007). In conclusion, the variables used in this
study are classified as valid and reliable
(Sekaran, 2007; Hair et al., 2010).

Table 2. Factor Analysis, Validity, and Reliability

Factor Validity & Reliability
No. Item Code Potential Innovation Realized Knowledge Knowledge | Correlation Cronbach’s
AC Capability AC Collecting Donating Item-Total alpha
1 Acqui32 0.744 0.481
2 Acqui33 0.534 0.576
3 Assim34 0.695 0.543 0.754
4 Assim35 0.685 0.527
5 Assim36 0.513 0.485
6 InCap49 0.735 0.572
7 InCap46 0.681 0.585
8 InCap48 0.626 0.488 0.779
9 InCap43 0.616 0.586
10 InCap45 0.544 0.537
11 Transf37 0.758 0.479
12 Transf38 0.665 0.564
13 Exploi41 0.539 0.433 0.694
14 Exploi42 0.535 0.443
14 Collect23 0.769 0.540
15 Collect24 0.751 0.590
0.700
16 Collect25 0.588 0.429
17 Collect22 0.577 0.399
18 Donat29 0.903 0.638
0.777
19 Donat28 0.833 0.638
% Variance 12.373% | 12.889% 10.801% 9.297% 11.247%

Total Variance Explained: 56.608%

Acqui=Acquisition; Assim=Assimilation; InCap=Innovation Capability; Transf=Transformation; Exploi=Exploitation;

Collec=Knowledge Collecting; Donat=Knowledge Donating
Source: data processing, 2021

The results of the descriptive analysis show
that each variable is at a "high" level (in the range
3.41-4.20). Knowledge sharing has the lowest
score (3.86) while absorptive capacity has the
highest average value (4.00). Judging from the
standard deviation, all variables have a standard

deviation that is within a tolerable range, namely:
a maximum of 20% of the average value
(Santoso, 2002). Furthermore, because the
correlation between variables is significant, this
indicates that this study meets the criteria for
criterion-related validity or predictive validity;
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because all the dimensions of the independent
variables have a significant relationship with the
dependent variable (Das et al., 2008).

Table 3. Mean and Correlations

Var. Mean S.D. 1 2 3
1 KS 3.86 0.60 1 0.298** 0.329**
2 AC 4.00 0.44 1 0.610**
3 IC 3.90 0.58 1

**_ The correlation is significant at the 0.01 level (2-tailed);
N=209; KS=Knowledge Sharing; AC=Absorptive Capacity;
IC=Innovation Capability; **Significant at p < 0.05.

Source: data processing, 2021

This study succeeded in proving that there
was a positive and significant influence of the
knowledge sharing construct on absorptive
capacity and innovation capability, as well as
absorptive capacity on innovation capability. In
the form of path analysis, the results are as
follows.

R?=0.089

0.562
(t=9.895)

0.298*

H3

Hl£
1

R?=0.389

H2 Ic
0.161*
(t=2.839)
*p<0.05 0.782
KS=Knowledge Sharing;
AC=Absorptive Capacity;
IC=Innovation Capability &

Figure 1. Path Coefficient between Variables

Discussion

This study shows that knowledge sharing has
a positive and significant effect on absorptive
capacity (with path coefficient = 0.298) and can
explain 8.9% of the variation in absorptive capaci-
ty. This indicates that the knowledge sharing of
minimarket employees plays a role in building
absorptive capacity, in line with the hypothesis
developed by this study. So, knowledge sharing
is a prerequisite for the absorptive capacity
process. Sharing knowledge among minimarket
employees is a trigger for absorptive capacity
(Rafique et al., 2018). This can happen because
knowledge collecting and donating activities
produce new knowledge that can be used by
minimarket employees to solve problems in the
workplace. The outcome, this activity requires
interaction with other employees so that
employees realize the importance of "learning".
Learn actively, using various sources to solve
problems. This means that the capacity to utilize
knowledge (from internal and external to the
organization) will increase (Liao et al., 2007,
Cohen & Levinthal, 1989).

Besides, the existence of a significant rela-
tionship between knowledge sharing and absorp-
tive capacity is an important finding. This is be-
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cause previous studies have considered
absorptive capacity as an exogenous variable
(Liao et al., 2007). This study succeeded in prov-
ing that knowledge sharing activities can develop
and increase absorptive capacity.

Next, the knowledge sharing variable also has
a positive and significant effect on innovation
capability in the minimarket (with path coefficient
= 0.161), and simultaneously with the absorptive
capacity it can explain 38.9% of the variation in
the innovation capability variable. This can occur
because knowledge sharing activities, in tacit or
implicit form, will increase the individual's
capacity to define a situation or problem. After
that, employees will apply the knowledge they
have to solve problems (Nonaka et al., 2006). So,
knowledge sharing among minimarket employees
can stimulate individuals to think critically and be
more creative and generate new knowledge
(Aulawi et al., 2009). This knowledge can then be
used to generate new ideas and improve the
company's products; or in other words, innovation
performance is also getting better (Jantunen,
2005).

However, the direct effect of knowledge shar-
ing on innovation capability (amounting to 0.161)
compared to the indirect effect of knowledge
sharing on innovation capability (through
absorptive capacity, amounting to 0.562 * 0.298 =
0.167476), turned out to have a lower value. This
indicates that the concept of absorptive capacity
is a good mediator between knowledge sharing
and innovation capability. Baron and Kenny
(1986) argue that the overall effect of the model
without a mediator will be lower (in this case:
0.161 <0.167476) or become insignificant when
compared to a model that integrates the modera-
tor variables. Theoretically, this is by the opinion
of Liao and Wu (2010) and Leal-Rodriguez et al.
(2014) which states that absorptive capacity is a
mediator between knowledge acquisition and
innovation capabilities. Jasimuddin and
Nagshbandi's (2019) empirical study in French
SMEs also states that absorptive capacity acts as
a mediator between knowledge infrastructure
capability and open innovation.

Therefore, in a highly competitive retail
business climate, management not only needs to
develop a culture of knowledge sharing among
employees but also needs to develop the ability
to absorb existing knowledge outside the organi-
zation. The combination of internal knowledge
and external knowledge is expected to produce
new knowledge that can improve individual
performance and organizational performance,
especially in generating the ability to innovate.

5. Conclusion

Following the empirical facts obtained from
the research results, it can be concluded that
knowledge sharing has a positive and significant
effect on absorptive capacity. Second, knowledge
sharing has a positive and significant effect on
innovation capability. Next, absorptive capacity
has a positive and significant effect on innovation
capability. Finally, absorptive capacity is a good
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mediator between knowledge sharing and inno-
vation capability.

Since the shopping experience is the
"mainstream" of the minimarket business, the
theoretical implication is that innovation
capabilities should emphasize the importance of
service innovation. In addition, because the ability
to innovate is a necessity in the knowledge-based
economy age, all variables that can leverage
innovation also need to be identified. This
includes the antecedents of knowledge-sharing
behavior and absorptive capacity. That is, it is
necessary to verify all antecedents knowledge
sharing and absorptive capacity, to produce a
more complete framework.

The managerial implication is that the existing
knowledge-sharing culture needs to be
synergized with the ability to absorb external
knowledge to increase innovation and
organizational performance (Volberda et al.,
2010). The fusion of internal knowledge (the
result of knowledge sharing) with external
knowledge will be a "tool" to identify new
opportunities (Ndiege et al., 2012). Therefore, the
workplace needs to be designed to encourage
employees to work together, solve tactical and
strategic problems by empowering internal and
external knowledge. Although structurally each
minimarket does not have a research and
development structure, the functions of that
structure can be adopted to strengthen
absorption capacity. So, management should
facilitate employees so that the culture and
capabilities are sustainable.
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