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Abstract: The purpose of this paper is to develop a comprehensive structural model to understand
the outcomes of organizational ambidexterity (OA) within the manufacturing and service sector. It
focuses on evaluating the effects of OA on business performance and strategic flexibility while also
exploring the under-researched relationship between strategic flexibility and business performance.
To accomplish this objective, an empirical survey was carried out among a sample of 370 Greek
manufacturing and service firms. Exploratory and confirmatory factor analyses were utilized to
extract and validate the latent constructs examined. Finally, the structural relationships among these
latent constructs were determined using structural equation modeling (SEM). The study’s findings
reveal the significant contributions of OA to both firm performance and strategic flexibility. Addition-
ally, the results demonstrate the positive influence of strategic flexibility on business performance.
This research sheds light on the multifaceted impacts of ambidexterity, offering valuable implica-
tions for managers, decision-makers, and practitioners. The outcomes underscore the importance
of ambidexterity in various dimensions of business performance and highlight its role in fostering
strategic flexibility. This study stands out by offering a holistic model that explicates the outcomes
of OA within the manufacturing and service sector. It places particular emphasis on the interplay
between business performance and strategic flexibility, an area that has received limited attention in
prior research. By empirically examining these relationships and providing practical guidelines, the
proposed model enriches our understanding of ambidexterity’s significance and supports further
research in this domain within organizations.
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1. Introduction

During periods of uncertainty and change, firms should apply new discoveries to the
market and represent their values in order to increase their performance and ensure their
survival [1]. Some researchers suggest that organizations must strike a balance between
capitalizing on their current business field and exploring new business fields [2]. These
distinct sets of activities can be encapsulated by the concepts of exploration and exploitation
in OA [3].

It is imperative to manage exploration and exploitation simultaneously, as the failure
to do so can have a counterproductive effect on overall performance [4]. In the short term,
exploitation and exploration activities mutually reinforce each other and play a vital role in
ensuring an organization’s long-term survival [5]. Thus, we conceptualize ambidexterity as
the extent to which exploration and exploitation are in balance [6]. The contradictory nature
of exploration and exploitation within an ambidextrous orientation gives rise to significant
managerial challenges, which, in turn, have an impact on organizational outcomes [7].
Ref. [8] posit that exploitation activities aim to refine and extend existing knowledge to
improve efficiency, while exploration activities involve experimenting with new concepts
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and applying that knowledge to one’s context to develop new knowledge. Ref. [9] points
out that companies capable of maintaining a balance between stability and innovation in
their operations and strategies are better equipped not only to survive, but also to enhance
their performance and flexibility in a fiercely competitive business landscape. The business
environment exerts pressure on firms to engage in both exploitative (incremental, efficient)
and explorative (discontinuous, radical, flexible) innovation activities [4,10] leading to
the development of multiple contradictory structures, processes, and cultures within an
organization’s boundaries [11,12].

Strategic flexibility (SF) is a firm’s capability to operate productively or more efficiently
than their competitors [13]. It is defined as “an organization’s ability to take appropriate
actions in response to external environmental changes” [7]. Empirical research has shown
that an SF perspective can stem from an organization’s ability to identify important changes
in its external environment and that it functions only if a firm has the capability to develop
and allocate resources efficiently [14-16]. A fundamental question in the field of manage-
ment is how firms can achieve and sustain SF [13] as our understanding on this topic is
limited [17]. Thus, many authors [18,19] suggest a more multi-level approach to bring
new knowledge and experience of SF into firms. Moreover, the existing literature is silent
on how an organization can create SF and increase its performance through OA [20,21].
Although OA, SF, and business performance are crucial, there has been a lack of research
into how they are interconnected. Research into the relationship between the ambidextrous
approach (exploration and exploitation) and firm performance has primarily concentrated
on historical financial metrics and related ratios (such as revenue, sales growth, or return
on assets) [22]. Thus, there is a need for additional studies to examine the role of OA in SF
and business performance simultaneously [23] using multiple performance measures [24].

The main purpose of this study is to contribute to the management literature by
investigating the role of OA in supporting SF, and the degree to which this leads firms to
increased their business performance. The current knowledge of critical organizational
capabilities will be extended both in theory and in practice. The proposed conceptual model
is the first to highlight a novel perspective of OA and the way it can be used to create a
supportive environment for increased SF. Thus, it adds value to the body of knowledge and
provides insights for industrial managers to help them understand and manage exploration
and exploitation to expand SF and improve performance.

The remainder of this article is structured as follows: In Section 2, we set out the
theoretical background and hypotheses. Section 3 describes the methodology used in
this study, while in Section 4, building on this theoretical foundation, a research model is
derived and tested in a large-scale empirical study. Section 5 of the manuscript provides
a concluding discussion of the results. In addition, the Section 6 of the paper include
discussions of the conclusions drawn from the study, the limitations of the study, and
suggestions for future research.

2. Theoretical Background
2.1. Organizational Ambidexterity

Ambidexterity is used to refer to organizations that can engage in both exploitation
(activities focused on refining and improving existing processes) and exploration (activities
centered around discovering new approaches, planned experimentation, and innovation).
Essentially, ambidexterity involves aligning with current activities to meet existing demands
while also being adaptable and proactive in anticipating future changes [25]. OA refers
to a firm’s ability to simultaneously develop and use new resources and skills through
exploration while effectively utilizing and maximizing the value of existing resources
through exploitation. In other words, it involves the organization’s capacity to explore
new opportunities and innovate while also efficiently leveraging its current resources to
drive performance and competitiveness [26,27]. It is argued that the simultaneous pursuit
of both exploration and exploitation is not only feasible but also beneficial for enhancing
organizational performance [11,28]. To effectively support an ambidextrous orientation [29],
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firms must maintain a delicate balance between exploration and exploitation activities.
Striking this balance allows organizations to simultaneously explore new opportunities and
exploit existing capabilities, leading to long-term success and adaptability in dynamic envi-
ronments [30]. Even though both capabilities have the potential to significantly contribute
to success and survival, the single usage of either exploratory or exploitative capabilities
may create confusion. Overemphasizing exploitative capabilities in an organization may
lead to a monotonous approach, while solely focusing on exploratory capabilities can
prevent companies from fully utilizing their existing resources and capabilities [12]. In
other words, focusing solely on exploitation can lead to a success trap (excessive emphasis
on refining existing capabilities hinders the exploration of new opportunities), whereas
focusing solely on exploration can result in a failure trap (excessive focus on innovation
and experimentation while neglecting the efficient utilization of existing resources and
capabilities) [31].

2.2. Strategic Flexibility

SE, in general, is a measure that indicates the degree of readiness of an organization
to respond and adapt to environmental changes. It is considered a crucial mechanism
that assists organizations in dealing with uncertain situations and improves their perfor-
mance [32]. In the management literature, SF represents a form of dynamic capability
that emerges through the adoption of innovative technologies [33,34]. It is defined as an
organization’s ability to identify significant changes in the external environment. This
ability empowers organizations to adapt to sudden alterations promptly and effectively
both within their internal operations and in the external context [35].

Ref. [20] claim that “SF can enable organizations to obtain competitive advantages in
the dynamic competitive environment, which motivates us to explore how organizations
obtain SF”. SF is characterized as a firm's capacity to swiftly reconfigure its resources and
activities in response to environmental demands [21]. Generally, SF enables companies
to achieve and maintain a competitive advantage [36]. Ref. [37] was the first to propose
the concept of SF, and he divided it into resource flexibility and coordination flexibility.
Resource flexibility is very important for an organization as it must have the ability to
allocate resources reasonably and flexibly, especially in order to solve problems concerning
effective communication and transparent information sharing. Coordination flexibility is
essential for organizations to sustain their competitive edge. A company’s coordination
flexibility is higher when it can allocate its existing resources towards product strategies
aimed at the development, distribution, and marketing of new products and services [36].

2.3. Business Performance

Business performance is the ultimate measurement tool for evaluating organizational
outcomes and strategic goals [38,39]. It is influenced by various market contingencies
and organizational factors [40]. For many managers and business owners, understanding
how their companies perform in the marketplace is a primary concern [41,42]. Moreover,
business performance expresses the degree to which a company can efficiently and effec-
tively perform its activities, and it can be used to judge whether the implemented activities
are successful and whether the company can survive in a certain market. In general, the
performance measurements of a company can be broadly classified into two categories:
financial performance and non-financial performance. From a financial perspective, mea-
suring financial performance is considered one of the most critical assessments of overall
performance [36]. Financial performance has great significance, and it can be measured us-
ing metrics such as sales growth, sales transactions, profits achieved, return on investment,
market share, return on assets, and overall profitability [43-45].

On the other hand, non-financial performance refers to the aspects of a company’s
performance that are not solely measured using monetary gains or profits. Non-financial
measures encompass diverse methods of measuring long-term objectives. There are several
kinds of non-financial performance measurements, such as SF, market share, quality, cus-
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tomer satisfaction, innovation performance (product performance, digital performance, and
service performance), employee performance (employee commitment, employee satisfac-
tion, and employee loyalty), operational performance, marketing performance (customer
loyalty), and brand equity [46,47].

3. Hypotheses Development
3.1. Organizational Ambidexterity and Business Performance

A review of the literature on OA suggests that companies that pursue predetermined
goals while remaining flexible so as to adapt quickly to environmental changes can achieve
higher performance outcomes [14,48,49]. The current state of dynamism has brought at-
tention to the importance of agility in the business domain. When reviewing research
in both corporate and academic contexts, it becomes evident that organizations require
dynamic capabilities to navigate changes effectively. Successfully managing the various
processes that evolve within shifting circumstances demands specific leadership skills.
Strategic leaders who possess these traits can skillfully leverage internal resources effi-
ciently (exploitative) while also implementing dynamic strategies involving innovative
approaches (exploratory) in a balanced manner (ambidexterity). The idea that achieving
and maintaining organizational ambidexterity could be considered a dynamic proficiency
has influenced our research [50].

The existing literature mainly assumes that ambidextrous behavior leads to higher
financial performance for companies (e.g., [51-53]). Ref. [25] revealed a significant correla-
tion between an organization’s ability to foster alignment and adaptability within its units
and its performance outcomes, encompassing both financial and non-financial measures.
Similarly, ref. [54] concluded that concurrently pursuing exploitation and exploration ac-
tivities has a positive impact on an organization’s financial performance. These findings
highlight the importance of balancing different dimensions of organizational activities to
achieve favorable performance outcomes. Ref. [55] demonstrated a positive correlation
between ambidextrous behavior and both short-term business profitability and long-term
performance, as reflected in the stock market value of the organization. Ref. [56] showed
that ambidextrous organizations can offer a wider range of innovative products compared
with their competitors who focus solely on either exploitation or exploration. Additionally,
ref. [57], in their article about high-tech firms, claim that balancing the trade-off between
exploitation and exploration can result in a synergistic or reinforcing impact on the per-
formance of high-tech firms. According to [58], from an ambidexterity perspective, OA is
positively correlated with business performance. Firms that simultaneously embrace both
exploration and exploitation orientations attain better performance compared with others.
However, it is important to note that exploitation and exploration activities have distinct
impacts on business performance [10]. Thus, we can propose the following hypothesis:

H1. Organizational ambidexterity has a positive impact on business performance.

3.2. Organizational Ambidexterity and Strategic Flexibility

According to the literature, ambidexterity is considered a significant operational ca-
pability within organizations [59]. Researchers such as [60-62], state that both OA and
SF exist within the context of dynamic capabilities. Strategic foresight is a capability that
deserves particular attention as it reportedly influences both ambidexterity and SF, and,
thus, enables firms to be strategically agile and support their ambidextrous strategies.
OA enables organizations to pursue multiple strategic options and alternative courses of
action simultaneously [63]. In this context, OA plays a vital role in fostering SF within
organizations. By nurturing ambidexterity, SF supports the development of product inno-
vations. This capability allows organizations to effectively balance the exploration of new
opportunities and the exploitation of existing resources, and this leads to the creation and
implementation of innovative products that can drive competitive advantages and business
growth [14]. Organizations conduct exploratory processes in their quests to discover new
combinations and new practices that will ensure their long-term viability and enable them
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to remain competitive in the long run [64]. OA increases product variety through the
development of continuous innovations, and it also enables companies to be resource
efficient. In short, this means that organizations conduct research to respond to unforeseen
changes because responsiveness is fundamental to creating SF. Exploration is also a strategy
that helps organizations to remain competitive in the long run. Ref. [65] recognize that
the dynamic capability and ambidexterity of the supply chain enables focal companies to
simultaneously leverage the exploitation and exploration of the supply chain, meaning
that they can be strategically flexible. Therefore, SF is a crucial skill that enables better
adaptation to unpredictable changes in the business environment [66] and contributes to
the long-term survival of organizations [7]. According to [67] the central aspect of OA
involves the capacity to detect and capitalize on emerging opportunities by concurrently
engaging in exploration and exploitation. Consequently, this concept is intricately linked
to two fundamental elements of SF: innovation/creative technology utilization and the
recognition of opportunities. Improved SF enhances the positive effects of technological
proficiency on exploration. In situations where SF is heightened, increased technological
capability leads to more innovative exploration. The adaptable allocation of resources and
the reshaping of processes empower organizations to gain competitive advantages within
dynamic contexts [35]. Recently, ref. [16] point out that managerial knowledge supports
dynamic capability by providing insights into how OA effects SE. Thus, we can propose the
following research hypothesis:

H2. Organizational ambidexterity has a positive impact on strategic flexibility.

3.3. Strategic Flexibility and Business Performance

Previous research has recognized that organizations must rely on SF to react well to
uncertain situations and respond to emergent exogenous changes [1]. Moreover, it has
already been established that due to the characteristics of the new competitive landscape,
in which markets are increasingly intense, unpredictable, and fast-paced, SF has gained a
crucial role in business survival [7]. Therefore, organizations should not simply act quickly
at a specific moment in time, but instead they should consistently evolve, adapt, and
reshape their strategies for longer periods of time in order to be strategically flexible [18].

According to the dynamic capability theory proposed by [68], SF can serve as an
effective mechanism to assist companies in adapting to changes in a competitive environ-
ment [69]. It plays a crucial role in enabling firms to overcome economic and political crises,
sector declines, and regulatory uncertainties. By possessing the capability to adapt, adjust,
and innovate in response to changing market conditions, organizations can effectively
enhance their performances and remain competitive in dynamic and challenging business
landscapes [70]. Consequently, SF becomes vital for organizations wishing to accurately
perceive their external environments and to strike an appropriate balance between flexibil-
ity and efficiency [71]. Ref. [72] conducted a study involving 350 Chinese organizations
and found that SF positively affected organizational performance, while ref. [73] point
out that SF is a crucial element that enables companies to gain a competitive advantage
in the modern era. Ref. [74] states that SF is a very powerful mechanism, especially in
frequently changing environments in which the needs and preferences of customers are con-
stantly changing, and that it has the potential to enable organizations continuously improve
their performance. Flexible organizations can maintain adaptations by achieving business
realignments and transferring resources among business units to effectively respond to
changing circumstances in the competitive, technological, and social environments. This
reshaping of flexible organizations forces them to deploy their resources in new contexts,
acquire new skills, and capitalize on competitive vulnerabilities [75]. Moreover, SF serves
as a significant source of resilience [76] for manufacturing systems, allowing them to effec-
tively manage instability caused by internal changes without loss of performance [77]. To
summarize, SF assists organizations in identifying and adjusting to the constantly evolving
external environment, thereby creating strategic opportunities that enhance organizational
performance [21]. This leads us to the third research hypothesis:
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H3. Strategic flexibility has a positive impact on business performance.

3.4. The Conceptual Framework

Based on our analysis of OA-SF-business performance, we developed a structural
model (depicted in Figure 1). This study investigates the role of OA, comprising exploration
and exploitation strategies, on SF and business performance. The model aims to validate
the extent to which these strategies contribute to overall organizational success and SF.
Additionally, we will assess the impact of SF on business performance.

Strategic
Flexibility

Organizational
Ambidexterity

Business

Performance

Exploitation

Figure 1. The conceptual model.

In the proposed model (Figure 1), organizational ambidexterity (OA) is represented as
comprising exploration and exploitation strategies. These strategies interact with each other
and have potential direct and indirect effects on SF and, in turn, on business performance.
The relationship between OA and SF will be examined to determine the extent to which a
balance between exploration and exploitation fosters strategic foresight within organiza-
tions. Furthermore, the model explores the influence of SF on business performance. By
analyzing how SF enables organizations to adapt, innovate, and respond to environmental
changes, we can gain insights into its impact and the degree to which it can help achieve
better business performance outcomes.

4. Research Methodology
4.1. Sample and Questionnaire Development

The proposed model and hypotheses were examined through a questionnaire survey
approach. The questionnaire was developed based on an extensive literature review and
interviews with market professionals. Before conducting the survey, a pretest was con-
ducted involving 15 individuals from Greek firms, and through personal interviews with
managers. Minor adjustments to the questionnaire were made based on specific sugges-
tions. A two-page survey instrument was designed, comprising a total of 21 questions.
The data source for the empirical analysis was the database of ICADP, the largest business
information and consulting firm in Greece. The ICAP database (www.findbiz.gr, accessed
on 22 June 2022) initially provided a list of all companies operating within each prefecture.
A web-based questionnaire was developed to serve as the data collection method and sent
to 1100 randomly selected Greek manufacturing and service firms. The questionnaires were
distributed to the practitioners via email. Each questionnaire was accompanied by a cover-
ing letter that explained the purpose of the survey and offered assurances concerning the
privacy and confidentiality of the respondents. The respondents were requested to answer
the survey questions based on their experiences and the most recently completed project in
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which they were involved and encountered quality issues. This approach allowed for the
acquisition of firsthand and up-to-date information regarding the specific project-related
challenges and quality issues faced by the respondents. A seven-point Likert scale was
utilized to measure all the items in the questionnaire. Respondents were asked to indicate
their level of agreement with the items, ranging from ‘1’ (strongly disagree) to ‘7’ (strongly
agree). The survey period lasted 6 months, from March 2022 to August of the same year.
Two waves of responses were received, one of 207 and one of 163 questionnaires, for a final
total of 370. The sample characteristics are presented in Table 1.

Table 1. Sample characteristics.

Demographic Characteristics of Sample Number Percent
Firm Size (Number of Employees)
11-49 246 66
50-250 81 22
251-500 43 12
Sector
Manufacturing 260 70
Services 110 30
Demographic characteristics of respondents

Male 231 62
Female 139 38

Education
High school 32 9
University 178 48
Msc/PhD 160 43

Job/Position
Senior executive 147 40
Manager 223 60
Experience (years)

<5 110 30
5-10 86 23
>10 174 47

The independent variable OA is measured as the balance between a firm’s exploitation
and exploration activities. All the items used in this study were drawn from the studies
of [78,79]. The dependent variables selected for this study were business performance and
SF. Business performance was measured using six items that were drawn from the study
of [80] and SF was measured using six items that were drawn from the studies of [63,81].

4.2. Non-Response Bias and Common Method Bias

Two kinds of statistical analysis were employed to assess the potential common
method bias (CMB) originating from self-reported measurements. Firstly, we performed
a comparison between early and late respondents using a t-test. Secondly, we conducted
an analysis of variance (ANOVA) among respondents from companies of different sizes
and sectors and participants of different genders. No statistically significant differences
were found between these groups, suggesting that non-response bias was not likely to
be an issue in the final sample. Furthermore, a Harman one-factor test was conducted to
ensure the absence of CMB. As a result, the first extracted factor accounted for 26.1% of the
variance in the data (<50%). In addition, many items suffered from poor factor loadings,
i.e., below 0.4, which were significantly far from the threshold of 0.90. Therefore, overall,
the potential effect of CMB was not a major concern in our study [40].

4.3. Analyses

In order to estimate the perceived level of implementation, the mean scores for each
of the latent factors were computed and analyzed. Additionally, a correlation matrix
was created to examine the bivariate relationships between the four dimensions. The
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descriptive statistics and the results of the correlation analysis of the study variables are
presented in Table 2. Typically, the correlation coefficients (r) between the variables exhibit
a certain pattern between 0.3 and 0.90 which indicates that collinearity problems are not
present [82]. The study found significant and positive correlations at p < 0.01, suggesting
that the four dimensions are interdependent. As a result, collinearity and multicollinearity
were not identified as data issues in this research. In addition, the reliability of the scales
was assessed by calculating the Cronbach’s alpha coefficient for each scale. The obtained
Cronbach’s alpha coefficients exceeded the recommended threshold of 0.7 [82], indicating
that each factor was measured using sufficiently reliable items.

Table 2. Descriptive statistics.

Variables 1 2 3 4
1. Exploration -
2. Exploitation 0.709
3. Business Performance 0.587 0.732
4. Strategic Flexibility 0.725 0.652 0.713 -
Mean 5.18 5.76 5.80 5.20
S.D. 1.14 0.86 0.81 0.98
Cronbach’s Alpha 0.885 0.869 0.881 0.918

Remarks: S.D. = standard deviation; p < 0.001.

5. Results
5.1. Measurement Unidimensionality, Reliability, and Validity

This section focuses on the analysis of the scales used in this study, specifically ex-
amining their reliability, unidimensionality, convergent validity, and discriminant validity.
To assess the factorial structures of the latent factors and the factor loadings of the items,
an exploratory factor analysis (EFA) was conducted using SPSS 27.0 [40,83]. Four latent
factors were extracted through the EFA (Kaiser-Meyer—Olkin = 0.918, Bartlett’s test of
sphericity = 2913.780, p = 0.00, eigenvalue > 1, MSA > 0.80, factor loadings > 0.60).

Thus, to establish the psychometric properties of the model, a confirmatory factor
analysis (CFA) was performed using 21 items. The results of the CFA supported and
confirmed the structures and unidimensionality of the latent factors that were initially
identified through the EFA. The fit indices for the measurement model indicated the
good fit of the model to the data, providing evidence of the reliability and validity of the
measurement model (see Table 3).

Table 3. Fit indices of measurement model and structural model.

Fit Indices Measurement Structural Levels of
Model (CEA) Model Acceptance *
Absolute Fit Indices
Chi-square (x?) 409 436 0<x2<2df
Degrees of freedom (df) 176 177 >0
Root Mean Square Residual (RMR) 0.061 0.067 <0.08
Root Mean Square of Approx. (RMSEA) 0.060 0.063 <0.08
Incremental Fit Indices
Incremental Fit Index (IFI) 0.957 0.952 >0.90
Tucker-Lewis coefficient (TLI) 0.948 0.942 >0.90
Comparative Fit Index (CFI) 0.956 0.951 >0.90
Parsimonious Fit Indices
Chi-square / Degrees of Freedom (x2/df) 2.327 2.464 <3.0
Parsimonious Normed Fit Index (PNFI) 0.926 0.921 >0.50
Goodness of Fit Index (GFI) 0.904 0.900 >0.50

* Hair et al. (2006) [82].
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In this study, the validity of the scales was evaluated in terms of content, convergent,
and discriminant validity. Content validity is checked using composite reliability, and
all the values should be higher than 0.70 [82], as is shown in Table 4. In addition, both
the review of the literature and the results from the pilot study supported the content
validity of the instrument. According to [82], convergent validity refers to the extent to
which multiple measures or indicators of the same construct agree with and converge
upon each other in their assessment of that construct. To evaluate convergent validity, the
factor loadings of the items on their corresponding latent constructs were analyzed. It
was found that all factor loadings exceeded the recommended threshold of 0.5 and were
significant, with p-values < 0.001, which suggests that the items effectively measured their
intended constructs. Discriminant validity was assessed by analyzing the extent to which
the items contributed to their respective theoretical constructs. To establish discriminant
validity, several measures were used, including composite reliability (CR), average variance
extracted (AVE), and the square root of AVE. A good measurement model should exhibit
good discriminant validity, which can be confirmed by comparing the maximum squared
correlation coefficient of each pair of constructs with the minimum AVE value. It was
found that all the AVE values were higher than the squared correlations, indicating that the
constructs were distinct and effectively differentiated from one another.

Table 4. Evaluation of measurement model.

Factor

Constructs Items . AVE CR  Corr?
Loading
Think “outside the box” 0.880
Explore new technologies 0.866
Products or services that are new to the firm 0.746
Ambidexterity ~ Ventures into new market segments 0.751 0661 0932 0525
Exploration Improve quality and lower cost 0.753 0'59 6 0'927 0'525
Exploitation Improve the reliability of products and services 0.885 ' ' '
Increase the levels of efficiency in operations 0.728
Constantly survey existing customers’ satisfaction 0.693
Fine-tune what the firm offers to keep its current customers satisfied 0.790
Company’s profitability 0.696
Company’s financial results 0.723
Business Company’s net profit margin 0.783
Performance ~ Company’s sales growth during the last three years 0.813 0724 0.869  0.535
Company’s market growth during the last three years 0.655
Company’s cash flow 0.674
Create options for growth in multiple technological areas 0.730
React in a modified and viable manner 0.800
Stmfte{g‘lc Pr(?—ac.tlvely develop a new project . 0.812 0804 0916 0525
Flexibility Build in slack to enable management of unforeseen circumstances 0.812
Support the firm’s intended product strategies 0.843
Take advantage of opportunities that arise from environmental change 0.827

5.2. Hypotheses Testing

Once the goodness of fit of the measurement model for the total sample was assessed,
the next step involved examining the causal relationships between the latent variables and
testing the hypotheses (H1-H3) presented in this study. The statistical software program
AMOS 6.0 was utilized by applying structural equation modeling (SEM) procedures (max-
imum likelihood method) to assess and analyze the relationships between the model’s
constructs. The estimated standardized parameters for the causal paths are presented in
Figure 2. The squared multiple correlations for the endogenous factors were R? = 0.660
for SF, R2 = 0.638 for business performance, R? = 0.685 for exploration, and R? = 0.731
for exploitation. These results provide insights into the amount of variance in each en-
dogenous construct that can be explained by their preceding constructs. The results of the
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statistical analysis support all the hypotheses. The relationship between OA and business
performance is positive and significant, thus supporting H1 (H1: b = 0.619, p < 0.001). H2 is
also supported because OA positively and significantly affects SF (H2: b = 0.812, p < 0.001).
H3 is further supported by evidence demonstrating that SF has a positive and significant
impact on business performance (H3: b = 0.713, p < 0.001).

Exploration

Strategic
Flexibility

Organizational 0.713

Ambidexterity

Business
Performance

0.812

Exploitation

Figure 2. Basic structural model for the total sample.

6. Discussion and Conclusions
6.1. Findings

Our research sheds light on the relatively underexplored areas of OA (exploration
and exploitation) and its impact on business performance and SF within Greek firms. Fur-
thermore, an analysis has been conducted to determine how a company’s SF affects the
established exploitation—exploration model. By providing an extended model tailored to
the Greek manufacturing and service industry, our study makes a valuable addition to the
existing body of literature on firms’ strategic orientations and ambidexterity theory. More-
over, the body of knowledge on SF has been enriched by our demonstration of the distinct
advantages of SF for companies adopting an exploitation orientation. This contribution
enhances the general understanding of how SF can positively impact companies pursuing
such a strategic approach.

Useful insights can be drawn from the demographic characteristics of the research
participants. For instance, 91% of the respondents had completed university education.
Moreover, 43% of these respondents held postgraduate or doctoral degrees. This indicates
that the participants were well-educated and possessed the necessary knowledge to com-
prehend the questions. Additionally, as is shown in Table 1, 66% of the businesses that
responded to the questionnaire were small and medium-sized enterprises (SMEs) with
fewer than 49 employees. These SMEs were primarily situated in the manufacturing sector
(70%). Previous studies have not adequately addressed the ambidextrous behavior demon-
strated by SMEs in relation to constructs such as strategic flexibility (SF) and business
performance. The theory and findings of this study suggest that SMEs are inclined to adopt
more ambidextrous strategies, particularly when operating under adverse conditions, as
compared with larger organizations. Specifically, SMEs exhibit significantly higher levels of
explorative behavior than larger organizations, with the exception of emerging exploitation
strategies.

In this study, three key research questions were investigated based on a combination
of theoretical assumptions and empirical evidence: the relationship between OA and
business performance, the relationship between OA and SF, and the impact of SF on
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business performance. Since previous research has yielded inconclusive results regarding
the connections between these variables, we created a new model to further examine these
relationships. Although previous studies have suggested that exploitation and exploration
are themselves sequential, our findings indicate that OA functions as a facilitator and
consequently enhances business performance. From our analysis, we have concluded
that managers should focus on continuous, sequential enhancements to drive business
performance. In line with the studies of [84,85], our findings indicate that superior business
performance is achieved through the practice of OA, which involves a combination of
both explorative and exploitative operational activities (H1). Additionally, our study
found a positive relationship between OA and two outcomes, with SF having a greater
impact on OA than business performance. These results support Hypotheses H1 and
H2, which suggest that SF is a more significant contributor to OA. Balancing exploration
and exploitation can be difficult and requires a high degree of SF to respond quickly and
effectively to environmental changes. Moreover, the relationship between ambidexterity
and business performance is not straightforward. While there is evidence to suggest that
ambidextrous firms tend to perform better, the extent of this relationship may depend on
factors such as the company’s profitability, financial results, and cash flow. Furthermore,
achieving ambidexterity may not always translate into immediate business success, and
companies may need to be patient and persistent in their efforts. In addition, the results
showed that business performance is influenced by SF (H3). Hence, in order to enhance
organizational performance in a rapidly changing competitive environment, organizations
can prioritize SF and implement high-performance systems as a means to foster SF [21].
For example, through the implementation of practices such as comprehensive training,
employees can be equipped with diverse knowledge and skills. This enables organizations
to enhance their SF to a significant extent.

6.2. Theoretical Implications

This study enables theoretical contributions in three significant ways. First, it empiri-
cally connects research on the outcomes of OA, answering the call for additional research
in the context of business performance [49] and SF [86]. It provides the first empirical
evidence of how the simultaneous imposition of exploration and exploitation can facilitate
ambidexterity in two crucial business domains. Second, the findings of this study indicate
that OA has a positive impact on business performance, despite the fact that numerous em-
pirical studies on ambidexterity in the past two decades have produced conflicting results
regarding its effects on business performance (see, e.g., [87]). This study highlights the
possibility of interconnecting exploration and exploitation in a way that strengthens both.
It also demonstrates that managers are capable of promoting both of them at the same time
by finding the right balance, which requires careful consideration of the available options
and the level of uncertainty and risk involved. Third, this study also helps organizations
to construct adaptable resource portfolios for both exploration and exploitation, as well
as to develop organizational flexibility to transition between the two. By facilitating the
translation of ideas into concrete actions, SF enables managers to attain OA. Together, am-
bidexterity and SF are important components of a company’s overall strategic management
approach. Our findings extend our understanding of how ambidexterity empowers an
organization to balance long-term growth with short-term stability and how SF enables
quick responses to changing conditions in order to capitalize on emerging opportunities
and stay ahead of the competition.

6.3. Managerial Implications

In addition to its theoretical contributions, this study also provides significant man-
agerial implications. First, organizations can gain reliable insights for executives seeking
to improve their OA and performance through strategic decision making and resource
allocation. A clear implication for managers is the necessity of allocating resources for the
achievement of a harmonious balance between exploration and exploitation, emphasiz-
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References

ing the importance of pursuing both in equal measure. In other words, managers must
recognize that exploration and exploitation are not competing issues, but rather comple-
mentary ones that reinforce each other. It is important that they consider both aspects in
their decision-making processes to achieve a balanced and effective approach. Second,
concurrently pursuing exploitation and exploration is a major driver for leveraging pos-
itive performance effects. The insights derived from our study can assist managers in
implementing ambidexterity at various organizational levels and thereby promote a more
structured approach to business performance. In particular, our framework can provide
guidance to managers on how to effectively orchestrate ambidexterity by utilizing an opti-
mal balance of exploration and exploitation. Third, to achieve OA, organizations should
also develop SE. To enable senior management to transmit their knowledge of firm-level
ambidexterity, firms may be required to develop responsive SE. Therefore, in dynamic
and competitive environments, when organizations aim to enhance their organizational
performance, managers can prioritize SF and implement effective mechanisms that foster
such flexibility.

6.4. Limitations and Future Research

Despite its many contributions and insights, this study also has some limitations
that must be addressed in future research. For example, the sample used in this study
only included Greek firms. To extend the validity of the results, it will be essential to
conduct empirical studies encompassing a broader range of contexts and countries. Another
limitation is that we addressed only two out of the many outcomes of OA. To enhance
the model, it will be crucial to incorporate additional outcomes, such as supply chain
effectiveness, innovation performance, and quality performance. Additionally, it is essential
to further explore the presence of diverse forms of ambidexterity beyond the organization.
For instance, studying strategic ambidexterity, innovation ambidexterity, or contextual
ambidexterity in terms of induced and autonomous processes or balancing effectiveness
and flexibility would be valuable. Finally, future studies should aim to shed light on the
barriers that impede SF and thereby contribute to a deeper understanding of this crucial
matter.
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