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ABSTRACT:

Indonesia's economy is in a precarious state, made worse by the presence of the corona
virus disease 2019 (Covid-19) pandemic. As a result, it is critical for businesses to be
able to adapt to changes in an uncertain business environment. One option for the
business to endure is through innovation. Previous study has established that social
capital, the ability of the work team to be ambidextrous and knowledge sharing play a
critical role in the creation of innovation inside the organization. The purpose of this
study is to examine the effect of social capital on innovation through the mediation of
ambidexterity and knowledge sharing in work teams at PT Indocement Tunggal Prakarsa
Thk, one of the largest private cement companies in Indonesia. The company operates in
an unstable environment due to the global crisis, politics, price competition, and excess
cement production capacity in Indonesia since 2016. This research is quantitative
research with purposive sampling method using Structural Equation Modeling (SEM)
analysis with Partial Least Square (PLS) method to test the hypothesis. The study's
findings demonstrate that social capital can influence the generation of innovation when
it is mediated through ambidexterity and knowledge sharing. This research is expected
to assist enterprises in the Indonesian cement sector in surviving by fostering innovation
within each work team.
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1. Introduction

The world economy is in a fragile state, exacerbated by the presence of Covid-19 pandemic and the
lingering effects of trade conflicts between the United States and China that began in 2018. In general, the
business environment's state will always fluctuate. This might create an unstable climate for businesses and
enhance fierce competitiveness. As a result, it is critical for businesses to be able to adapt to a sustainable
environment while also maintaining the capacity to compete in a competitive economy. One strategy for
sustaining the company's growth and competitiveness is to become more innovative (Amarakoon et al.,
2018). Innovation is created not only for strategic advantage but also needed so that companies can thrive
in a dynamic market.

At the moment, the local cement market is highly unpredictable due to the global crisis, politics, price
rivalry, and Indonesia's surplus cement production capacity since 2016 (PT Indocement Tunggal Prakarsa
Tbk Annual Report, 2018). Domestic cement sales also fell to 62.51 million tons in 2020, down 10.8 percent
from the previous year, based on data from the Ministry of Industry. Despite the decline in demand for
cement products, national cement production capacity grew. In 2020, the excess supply of national cement
market reached 53 million tons (PT Indocement Tunggal Prakarsa Tbk Annual Report, 2020).

The excess supply of national cement will eventually affect the competitive competition in the national
cement market. Although the government has initiated infrastructural development, this impact only affects
Semen Indonesia, a state-owned enterprise (BUMN). While other private cement producers continued to
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face barriers to their cement sales. In the end, PT Holcim, which is a private cement company, was acquired
by Semen Indonesia in 2018. PT Indocement, one of the major private cement firms in Indonesia, has
managed to remain independent until today. With competitive pressures increasing, the company's strategy
must be continually renewed. Businesses must be more inventive and capable of developing more effective
work units in order to survive and adapt to fast market changes.

Previous research has established that social capital, ambidexterity, and knowledge sharing all have the
ability to foster innovation (Andriopoulos & Lewis, 2009; Wang & Noe, 2010; Lin et al., 2013; Allameh,
2018). By developing social capital, it is possible to establish a strong bond and trust between members of
a business, which facilitates decision-making and the exchange of information and knowledge (Chow &
Chan, 2008; Kostopoulos & Bozionelos, 2011), allowing for the creation of innovation from the idea that
emerges during the process. The literature also states that innovation can be created if the company's
exploitative and exploratory activities can be balanced (Andriopoulos & Lewis, 2009; Lin et al, 2013).
These exploration and exploitation activities are referred as ambidexterity, which occurs when an
organization engages in two distinct activities concurrently (Carlsson, 1989; Adler et al., 1999). While
knowledge sharing is a way through which employees may exchange information and contribute to its
application, the activity has the ability to contribute to the company's innovation and competitive advantage
(Wang & Noe, 2010). As a result of the critical role of innovation, this study seeks to determine whether
the social capital owned by each work team in the company, as mediated by ambidexterity and knowledge
sharing, has an effect on the creation of innovation required by companies in the Indonesian cement industry
to survive in the country's unstable economic conditions.

2. Literature Review and Hypotheses

Social Capital and Ambidexterity

Social capital is a means of transferring and integrating information and ideas (Kang & Snell, 2009), both
institutional and non-institutional, which is critical for the firm to have. Social capital is critical for
addressing organizational needs and can help businesses survive in today's competitive climate. Individuals,
groups, and businesses with social capital can collaborate successfully to fulfill their responsibilities and
may also foster a feeling of community via collaboration or cooperation. By establishing trust, efficient
communication can be established, allowing the business to survive in a dynamic market (Cohen & Prusak,
2001). Numerous research have been conducted on the notion of social capital organizations and their
multifaceted character (Leana & Van Buren, 1999; Bolino et al., 2002). Social capital has three aspects,
according to Nahapiet and Ghoshal (1998). They include structural capital, relational capital, and cognitive
capital. The frequency of contacts between team members and the intensity of the relationship between
team members serve as a general indication of the structural aspects of capital. The relational aspects refer
to the ties that exist between or among persons, such as trust, standards, and duties. Meanwhile, Cognitive
Capital is comprised of an organization's members sharing a common purpose, vision, and value (Wasko
& Faraj, 2005).

Ambidexterity, according to organizational literature, refers to an organization's capacity to pursue two
distinct objectives concurrently (Carlsson, 1989; Adler et al., 1999). March (1991) argues that exploitation
and exploration are essentially distinct learning processes that the firm need to allocate its attention and
resources differently. Exploitation includes actions such as the enhancement, efficiency, and use of the
company's capabilities, whereas exploration includes experimenting, discovering and developing new
capabilities (Danneels, 2002; Katila & Ahuja, 2002). This method, conceptually, enables synergies between
exploration and exploitation (Cao, Gedajlovic, & Zhang, 2009). Organizations with ambidexterity may
accomplish their members' objectives effectively while being adaptable to changes in their environment
(Gibson & Birkinshaw, 2004). As a result, this capability can eventually motivate higher performance
within the organization and build a sustainable competitive advantage over time.

A work team that has strong internal ties can have good communication, a strong sense of community, and
can reach consensus (Reagans & McEvily, 2003). Even if members of a work team have confidence in one
another, when they have opposing ideas or points of view, they may work together to address the issue
(Kostopoulos & Bozionelos, 2011). Equalizing and harmonizing members of an organization in exploration
and exploitation activities is not simple, as conflict frequently arises when members hold divergent views.
Thus, social capital is required to ensure that a work team's members have strong relationships and trust,
enabling them to create synergies in their exploration and exploitation activities (Mom et al., 2009). Social
capital can also serve as a bridge between a work team and external parties (for example, company
employees outside the work team, customers, suppliers, and alliance partners), allowing them to gain access
to a broader and more diverse pool of knowledge in order to update and improve their knowledge (Tiwana,
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2008). Additionally, prior study has established that social capital has a direct effect on the ambidexterity
possessed by a work team (Kostopoulos, Bozionelos, & Syrigos, 2015). Therefore, this study was
conducted to find out whether social capital have a beneficial effect on ambidexterity in the context of the
national cement industry, enabling businesses in the cement sector to survive and adapt to changes in their
environment.

HI. Social Capital has a positive effect on ambidexterity

Social Capital and Knowledge Sharing

Knowledge sharing is a method through which employees may exchange information and contribute to the
application of that information (Wang & Noe, 2010). Knowledge sharing refers to the interchange of
information on work routines, personal capabilities, and experiences inside an organization (Lu et al.,
2006). Nonaka and Takeuchi (1995) presented a model of Socialization, Externalization, Combination, and
Internalization (SECI) based on Polanyi's (1966) conceptualization, which described tacit and explicit
knowledge sharing in the knowledge sharing process. On the one hand, knowledge sharing has the potential
to transform organizational information into individual or group knowledge via the internalization and
socialization processes that underpin tacit knowledge sharing. On the other hand, knowledge sharing has
the potential to transform individual and group information into organizational knowledge via the
externalization process and a fusion of knowledge inside the organization, which is the foundation for
explicit knowledge sharing (Wang & Wang, 2012). Explicit knowledge is readily comprehended,
documented, and communicated through management mechanisms such as processes, formal languages,
manuals, and information technology systems, making explicit knowledge sharing more prevalent in the
workplace (Coakes, 2006; Huang, Davison, & Gu, 2010). Face-to-face interaction, on the other hand, is the
primary mode of Tacit Knowledge Sharing. Individuals' desire and capacity to communicate what they
know and learn is critical for Tacit Knowledge Sharing (CP Lin, 2007; HF Lin, 2007; Lee Endres et al.,
2007; Holste & Fields, 2010).

Chow and Chan (2008) emphasize the importance of social networks (structural capital), social trust
(relational capital) and shared goals (cognitive capital) to encourage knowledge sharing. Organizations
having strong network ties amongst their members can more easily carry out collective actions (Akhavan
& Hosseini, 2015). Networks help facilitate the exchange and gathering of information and pave the way
for collaboration and interaction. Through access to a large number of individuals with relevant expertise,
social network capital (structural capital) influences knowledge sharing (Van den Hooff & Huysman,
2009). Social trust (relational capital) is a component that influences knowledge sharing and is frequently
cited as a primary motivator of knowledge sharing (Kim & Lee, 2010). Individuals are frequently hesitant
to share their information with others, he believes that the knowledge he possesses may provide him with
an advantage over other persons (Lin, 2007). Whereas cognitive capital relates to how well workers grasp
the organization's aims and value, as well as their level of devotion to the organization's circumstances
(abili, 2011). Additionally, prior study indicates that social capital has an effect on knowledge sharing
(Chow and Chan, 2008; Van den Hoof and Huysman, 2009; Kim et al., 2012; Hu and Randel, 2014;
Allameh, 2018). Therefore, based on the explanation above, this study was conducted to find out whether
social capital can also encourage knowledge sharing in the context of the national cement industry.

H2. Social Capital has a positive effect on knowledge sharing

Ambidexterity and Knowledge Sharing

Ambidexterity is the capacity to achieve group goals while being efficient and adaptive to changes in the
corporate environment (Buyl et al, 2012). One way for work teams to encourage knowledge sharing and
achieve great performance is to increase their ambidexterity (Raisch & Birkinshaw, 2008; Wang et al,
2017). Ambidextrous work teams are good at synchronizing their resources to pursue a high level of
exploration and exploitation in a balanced way (Raisch & Birkinshaw, 2008; Kauppila, 2010), their team
members are more likely to maintain an attitude in which their primary focus is not on overall victory, but
on growth and mastery of team tasks (He et al., 2014). These qualities are unquestionably advantageous in
teamwork (Suarez, 2001). The work team can successfully engage in collective behavior and accomplish a
variety of objectives (Simsek et al., 2005). Ambidexterity enables a work team to leverage current
capabilities while also exploring new prospects without being distracted by competing aims, therefore these
abilities can facilitate the performance and knowledge management on the work team (Raisch &
Birkinshaw, 2008). Additionally, prior study indicates that ambidexterity has a favorable correlation with
knowledge sharing (Liu & Lin et al., 2019). Therefore, this study supports that ambidexterity can also have
a positive effect on knowledge sharing in the context of the national cement industry.
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H3. Ambidexterity has a positive effect on knowledge sharing

Ambidexterity and Innovation

According to West & Farr (1989) innovation is defined as intentional generation, promotion, realization of
new ideas in a work role, group or organization. Innovation can be in the form of new products, services,
technology, structures or programs related to the organization (Damanpour, 1991). Innovation is a means
of responding to internal or external changes in a business, as well as a means of influencing its information
(Damanpour, 1991). Thus, innovation typically contributes to the performance or effectiveness of the
companies that produce it. Innovation is frequently the outcome of a succession of activities and is seldom
the consequence of a single individual (Janssen et al., 2004). Thus, collaboration between people or teams
is critical for the efficient implementation of innovation (West, Tjosvold, & Smith, 2003), as well as its
contribution to the company's performance.

The literature states that innovation can be achieved when the processes of exploitative and exploratory
knowledge creation are successfully balanced (Andriopoulos & Lewis, 2009; Lin et al, 2013). Gurtner and
Reinhardt (2016) define ambidexterity as the ability to develop incremental and radical innovations.
Through their exploitation activity, a team can use their existing capabilities by integrating or enhancing
their existing knowledge (March, 1991), allowing for the creation of new skills or processes associated with
incremental innovation. Incremental innovations are modest adjustments that may be made to improve the
quality or development of a business's goods or to complement existing technologies. While exploration
activities can produce completely new knowledge, skills, and processes through research or experiments,
so this activity is more related to radical innovations (March, 1991; Levinthal and March, 1993; Lin et al.,
2013; Uhl- Bien & Arena, 2018). According to the description above, this study supports that ambidexterity
might help a work team generate new ideas. Additionally, prior study has demonstrated a beneficial
relationship between exploration and exploitation activities, which can promote innovation (Atuahene-
Gima, 2005; Lin et al., 2013; Andriopoulos and Lewis, 2009).

H4. Ambidexterity has a positive effect on innovation

Knowledge Sharing and Innovation

Previous study has demonstrated that knowledge sharing among team members promotes collaborative
learning, which can encourage innovation (Eisenhardt & Tabrizi, 1995; Hu & Randel, 2014; Lei et al.,
2020). Knowledge sharing is the practice of exchanging tacit and explicit knowledge among employees in
order to collaboratively develop new knowledge (Van den Hooff & De Ridder, 2004). When exchanged
between individuals, tacit knowledge sharing results in shared learning and the sharing of a varied
perspective that can aid in team creativity (Eisenhardt & Tabrizi, 1995; Leonard & Sensiper, 1998).
Individuals' diverse viewpoints can generate energy that might be harnessed into a new concept or product
(Leonard & Sensiper, 1998). While explicit knowledge sharing allows the recombination of existing ideas,
which is necessary for innovation (Kogut & Zander, 1992). Explicit knowledge sharing entails the
communication of knowledge in the form of reports, processes, formal languages, manuals, or information
technology systems (Coakes, 2006; Huang, Davison, & Gu, 2010), therefore it is very important for the
collaborative process involved in innovation. According to the description above, this study supports that
knowledge sharing might help a work team generate innovative ideas. Additionally, previous research has
also shown a positive interaction between knowledge sharing that can encourage innovation (Eisenhardt &
Tabrizi, 1995; Hu & Randel, 2014; Lei et al., 2019).

HS5. Knowledge sharing has a positive effect on innovation
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Figure 1. Research Framework

3. Research Method
Data Collection and Samples
This empirical research was conducted by collecting data through a survey on the work teams in PT
Indocement Tunggal Prakarsa Tbk environment. The number of employees at PT Indocement is 5,684
employees. In this study the proposed sample size is 100, and the unit analysis is the work teams at PT
Indocement. In carrying out data collection, researchers made a questionnaire using Google Form. URL
(link) from the Google Form containing 43 questions which were then distributed via corporate email
addressed to the leaders of the work teams at PT Indocement who were at echelon level 1 - 4. We also
include a personal contact number if the respondent requires an explanation related to the research being
conducted. Data collection was carried out during May 2021. Based on the survey that had been conducted,
69 empirical data was obtained from 150 questionnaires distributed (response rate 46%). After an
examination of answers, it was concluded that the entire incoming respondents were considered to meet the
criteria as respondents.

Table 1. Profile of research samples

Variable Total Percentage
Department
Plant 22 31,9%
Division 47 68,1%
Total 69 100
Position level
Echelon 1: Plant/Division 1 1,4%
Manager 19 27,5%
Echelon 2: Department Head 26 37,7%
Echelon 3: Planner / Section 23 33,3%
Head 69 100
Echelon 4: Supervisor
Total 42 60,9%
Work Length 11 15,9%
>15 Years 13 18,8%
11 to 15 Years 3 4,3%
6 to 10 Years 0 0%
1 to5 Years
<1 Year 69 100
Total
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Based on table 1, if sorted from the majority, it can be seen that a number of 47 leaders of the work teams
at PT Indocement who were respondents in this study were leaders in the division department (68.1%), and
22 leaders were leader in the plant department (31.9%). The respondent's position level if sorted from the
majority can be seen that a number of 26 leaders have echelon 3 positions (37.7%), 23 leaders have echelon
4 positions (33.3%), 19 leaders have echelon 2 positions (27.5%), and only 1 leader has echelon 1 position
(1.4%). The majority of respondents have worked at PT Indocement for more than 15 years, with 42 leaders
having worked for more than 15 years (60.9%), 13 leaders having worked for 6 to 10 years (18.8%), 11
leaders having worked for 11 to 15 years (15.9%), 3 leaders have worked for 1 to 5 years (4.3%), and no
leader has worked for less than 1 year.

Measuring Instruments

The research model includes four factors (social capital, ambidexterity, knowledge sharing, and innovation)
and each factor is measured by several items. All items are adopted from existing literature to increase
content validity. All items then measured using 6 likert scales starting from (1) strongly disagree, (2)
disagree, (3) somewhat disagree, (4) rather agree, (5) agree and (6) strongly agree. The data obtained is
then processed using Structural Equation Modeling (SEM) PLS.

The measurement of social capital is adapted from Kim et al., (2012), which is the most widely used
measurement in the current literature.Each dimension is measured by five items. For ambidexterity, we
measure the dimensions of exploration and exploitation using a scale adapted from the work of Kostopoulos
and Bozionelos (2011) and Jansen et al. (2006). Five items are used to measure exploration and five items
are used to measure exploitation. Furthermore, the measurement of knowledge sharing was adapted from
Bock et al. (2005) and Wang and Wang (2012) to measure explicit and tacit knowledge sharing, each of
which is measured by five items. For innovation, Burpitt and Bigoness's (1997) method of measuring
innovation is adopted. Eight items are used to measure innovation.
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Figure 2. Hypothesis Test Results Model

4. Results and Discussion

From the results of the hypothesis, the t-statistical value of five hypotheses is greater than 1.96 and P Value
is smaller than 0.05. H1 shows that the value of t-statistic of social capital on ambidexterity is 11.392, and
the P value is 0,000. This shows that there is a significant effect of social capital on ambidexterity.
Therefore, H1 is declared accepted. Empirically, the finding of this study supports the research of
Kostopoulos, Bozionelos, and Syrigos (2015), where social capital owned by companies can support
ambidexterity. The work teams at PT Indocement acknowledged in this study that their social capital
contributed significantly to the company's exploration and exploitation efforts. Social capital may both
encourage and assist the interchange of views among team members, allowing each team to continuously
update their expertise through increased access to diverse information and external resources. Teams that
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are capable of establishing and maintaining strong internal and external collaboration networks will be more
adept at tolerating divergent viewpoints and achieving ambidextrous goals.

H2 shows that the value of the t-statistic of social capital on knowledge sharing is 5.060 and the value of P
value is 0,000. The t-statistic value is greater than 1.96 and the P value is smaller than 0.05. So it can be
stated that there is a significant effect of social capital on knowledge sharing. Therefore, H2 is declared
accepted. The finding of this study, strengthened previous studies, such as Allameh (2018) research which
showed that social capital affected knowledge sharing. In this study, the work teams at PT Indocement
acknowledged that social capital could improve knowledge sharing by facilitating communication between
team members. High quality communication and trust among members of their team can facilitate the
exchange of information and increase knowledge sharing. In other words, team members tend to share the
knowledge they have with other members that they trust and have the same mindset to achieve their goals.
H3 shows that the value of the t-statistic of ambidexterity on knowledge sharing is 2.607 and the P value is
0.009. The t-statistic value is greater than 1.96 and the P Value is smaller than 0.05. So it can be stated that
there is a significant effect of ambidexterity on knowledge sharing. Therefore, H2 is declared accepted. The
finding of this study supports previous studies, such as Liu & Lin et al. (2018) which proves that
ambidexterity is one of the factors that facilitates knowledge sharing. In this study, the work teams at PT
Indocement admitted that ambidexterity could encourage knowledge sharing in their team, where their work
teams can effectively carry out collective activities and achieve many common goals without being
disturbed by contradictory goals, so that these capabilities can facilitate performance and knowledge
management on their team. By combining two practices that facilitate internal and external learning, the
work teams are able to overcome obstacles that often appear in knowledge sharing and encourage learning.
H4 shows that the value of the t-statistic of ambidexterity on innovation is 3.744 and the P value is 0,000.
The t-statistic value is greater than 1.96 and the P value is smaller than 0.05. So it can be stated that there
is a significant effect of ambidexterity on innovation. Therefore, H4 is declared accepted. The results of
this study support Lin et al. (2013) research and also consistent with Batt-Rawden, Lien and Slatten (2019)
which shows that ambidexterity can encourage the creation of innovation. In this study the work teams at
PT Indocement recognized that they needed to balance exploration and exploitation activities to be able to
produce various types of innovation on their team. By carrying out exploitation activities they can improve
their knowledge so that incremental innovation can be created. While the exploration can help them to
produce completely new knowledge, skills and processes, so that radical new innovations can be created.
HS5 shows that the value of the t-statistic of knowledge sharing on innovation is 2,525 and the P value is
0.012. The t-statistic value is greater than 1.96 and the P value is smaller than 0.05. So it can be stated that
there is a significant effect of knowledge sharing on innovation. Therefore, HS is declared accepted. The
finding of this study supports previous studies, such as Lei et al research. (2019) which proves that
knowledge sharing has an influence on innovation. In this study, the work teams at PT Indocement
acknowledged that the knowledge sharing they had an important role in the creation of innovations needed
by the company to respond to the business environmental situation that was increasingly complex and
uncertain.

In this study, IN4 indicator (42,731) "My team members are willing to identify and develop skills that can
support the new company business needs" have the largest loading factor on the variable innovation. This
means that companies in the Indonesian cement industry can encourage innovation in their companies by
providing the support their teams need to develop the skills needed to develop new companies' businesses,
which are needed to survive over time from the increasing competitive pressures and unstable economic
condition. The foundation of all innovations is creative ideas and individuals or groups that can produce,
promote, discuss, modify, and ultimately realize these ideas (Scott & Bruce, 1994; Van de Ven, 1986).

5. Conclusion and Implications
This study aims to empirically examine the effect of social capital on innovation in the context of the

Indonesian cement industry. Based on the findings of this study, it can be stated that social capital can
influence innovation via the mediating effects of ambidexterity and knowledge sharing. If supported by
ambidexterity and knowledge sharing on each work team inside the organization, social capital held by the
work team can encourage innovation. Social capital was also proven to be able to support the pursuit of
ambidexterity and knowledge sharing to encourage the creation of innovation. Innovation can be achieved
when the process of exploitative and exploratory knowledge creation is successfully balanced. Meanwhile,
the act of tacit and explicit knowledge sharing can result in the creation of new knowledge among
employees, who are critical to the team's ability to innovate.
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Implications for Practitioners and Researchers
The findings in this study have significant implications for practitioners and academics seeking to foster

innovation inside their organizations, particularly in the Indonesian cement industry. Given the critical role
of social capital in the development of innovation within work teams in the Indonesian cement industry, it
is recommended that each team leader educates his or her members about the value of communication
networks. Consideration should be given to factors such as communication, motivation, program
opportunities, and promotions to encourage workers to acquire the capacity of ambidexterity and
knowledge sharing required to encourage the creation of innovation in the work team.

As demonstrated by the study's findings, ambidexterity can act as a mediator between social capital and
innovation. Team leaders must continue to leverage the resources of their members by motivating
multitasking behavior and cultivating a culture in which members feel safe to express differing and often
paradoxical views. This can be accomplished by assigning different roles and responsibilities to team
members or by facilitating discussions in which employees can express diverse ideas, admit mistakes, and
reflect on ways to improve.

In relation to the impact of knowledge sharing on innovation. The primary objective of knowledge sharing
is to transform employees' experience, knowledge, skills, information, and expertise into company assets.
To do this, it is very important to select team members who have a tendency to be able to receive and share
knowledge. Creating a reward system for team members can also increase effectiveness in order to increase
the active participation of team members in knowledge sharing as an effort to encourage innovation.

Limitations and Future Research
As with many other studies, this one contains limitations that may pave the way for future research. The

research has limitations that focus on the context of the Indonesian cement industry and was only tested on
work teams at PT Indocement. Additionally, this research is a cross-sectional study that spans only one
time period, specifically during the Covid-19 pandemic. Future studies can investigate the long-term effects
of the relationship assumed in this study. Furthermore, this research only focuses on ambidexterity and
knowledge sharing as an intermediary between social capital and innovation. Future study can be conducted
to incorporate additional components and to verify antecedents and other possible outcomes. Additionally,
characteristics such as team learning capabilities might be investigated.
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