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Abstract

The purpose of this research is to investigate the relationship between ambidextrous marketing,
market performance and financial performance. To achieve market performance and financial
performance, firms may need ambidextrous marketing function, which involves capable of
exploitation and exploration. In this research, based on prior findings, the impact of
ambidextrous marketing on market performance and financial performance is revealed using
Structural Equation Modelling (SEM). As research universe, Small and Medium-Sized
Enterprises (SMEs) operating in information technology have been selected in Turkey. A
survey was created online and implemented using electronic mail to managers and owners
resulting in 392 usable completed questionnaires. According to the results of the model,
marketing exploitation has significant and positive direct effects on market performance,
while marketing exploration has significant and positive effects on market and financial
performance. When dependent variables are examined, it is revealed that market performance
has significant and positive direct effects on financial performance. As a result, it is
demonstrated that ambidextrous marketing has an impact on market performance and
financial performance.

Jel Classification: M31
Key Words: ambidextrous marketing, marketing exploitation, marketing exploration, market perfor-
mance, financial performance

* This research was presented at the 8th International Conference “The Economies of Balkan and Eastern Europe
Countries In The Changed World” in May 2016

REB 2017
Vol. 9, No. 1



REB 2017
Vol. 9, No. 1

‘ TOKGOZ

1. Introduction

Over the past 30 years, as a result of changes, firms have begun to struggle under the pressure
of global competition, especially in difficult to predict structures (Lessard, Lucea and Vives,
2013). It is vital for organizations to develop marketing capability in response to challenges
from global competitive pressures that are difficult to foresee (Cantarello, Martini and
Nosella, 2012). The development of marketing capabilities has been identified as one of the
important ways that firms can achieve performance (Vorhies and Harker, 2000). According
to Menguc and Auh (2008, p.455), “capabilities refer to the ability, competency, or efficacy to
deploy, implement or execute resources for a firm’s advantage. Capabilities capture the
process domain of deployment”. Therefore, one of the issues that marketing literature most
often works in is marketing capabilities (Qureshi and Kratzer, 2012).

Market deployment is found in the actions that a firm takes to generate a market response,
which includes parts of the marketing mix, such as product, price, distribution and
promotion activities (Grant, 1991; Day, 1994; Dutta et al., 2002; Slotegraaf, Moorman and
Inman, 2003). Some researchers prefer to classify the marketing mix as a capability (Morgan,
Slotegraaf and Vorhies, 2009; Vorhies, Morgan and Autry, 2009; Murray, Gao and Kotabe,
2011; Merrilees, Thiele and Lye, 2011; Kaleka, 2011; Evers, Andersson and Hannibal, 2012;
Ngo and O’Cass, 2012). Marketing capabilities have been defined as “the integrative processes
designed to apply collective knowledge, skills and resources of the firm to market-related
needs of the business, enabling the business to add value to its goods and services, adapt to
market conditions, take advantage of market opportunities and meet competitive threats”
(Vorhies, 1998). While managing marketing capabilities, marketing managers face an
important strategic dilemma on how to exploit existing marketing capabilities while also
exploring entirely new ones (Atuahene-Gima, 2005). In the literature, ambidexterity is
shown as a possible solution to this dilemma (Tushman and O’Reilly, 1996). When the
ambidextrous conceptisapplied to marketing, two dimensionsare conducted simultaneously;
marketing exploitation and marketing exploration (Benner and Tushman, 2003; Vorhies,
Orr and Bush, 2011).

In this study, the author seeks to understand and empirically examine the role of
marketing exploration and marketing exploitation in improving market and financial
performance. The purpose of this research is to investigate the relationship between
ambidextrous marketing, market performance and financial performance. In addition, this
study investigates whether ambidexterity in marketing exploration and exploitation exists
and whether they effect market performance and financial performance. To this end, a
comprehensive exploration of research into ambidexterous marketing in the literature is
initially conducted. The dimensions of ambidextrous marketing are subsequently revealed.
These dimensions are applied to marketing and defined. Dealing with the research model
and hypotheses adopted from the literature, empirical research was conducted in Small and
Medium-Sized Enterprises (SMEs) operating in information technology.

The structure of the following article is organized as follows. The next three sections
discuss the theoretical issues related to studies of ambidextrous marketing, market
performance and financial performance. The subsequent section deals with the research
model and hypotheses adopted from the literature. The sixth and seventh sections present
the method, analysis and results of the study. The last section provides the conclusions and
discussion, the limitations of the research and proposals for future studies.
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2. Ambidextrous Marketing

In dynamic contexts, sustained performance is rooted in working with existing products
and innovation simultaneously. Long-term performance depends on the organization’s
ability to adapt and change through innovation (Smith and Tushman, 2005). This adaptation
and change capability is measured through organizational functions separately and together.
The most important way to achieve this capability is through ambidextrous behaviours.
Organization theorists have adopted this trait as a metaphor to describe organizations
(Bodwell and Chermack, 2010). Schumpeter (1934) was the first to refer to these two terms:
the exploration of new possibilities and the exploitation of old certainties. Both terms were
used by March (1991) in a paper discussing the trade-off between these two organizational
learning possibilities (Popadiuk, 2012).

Ambidexterity is usually defined as the ability of individuals to use both of their hands
with equal skill; individuals who are neither “right-handed” nor “left handed” (Bodwell and
Chermack, 2010). Ambidexterity refers to how an organization does the job today while at
the same time works towards the job tomorrow (Bodwell and Chermack, 2010). There is
increasing interest in academic research in investigating how organizations can achieve this
balance between exploration and exploitation. Creating ambidextrous functions has been
suggested as one possible solution, which involves the synchronous pursuit of both
exploration and exploitation (Benner and Tushman, 2003). For organizations, according to
Raisch and Birkinshaw (2008), ambidexterity is a new research paradigm in organizational
theory, because the research on organizational ambidexterity is strong in some areas while
weak or virtually non-existent in others.

When we examine the researches of ambidexterity in the literature, it can be seen that
Tushman and O’Reilly (1996), Adler, Goldoftas and Levine (1999), Birkinshaw and Gibson
(2004) and, Gibson and Birkinshaw (2004) approached the topic with an organizational
design viewpoint. He and Wong (2004), Jansen et al. (2008), Andriopoulos and Lewis (2009),
Li and Lin (2008), De Visser et al. (2010) and, Andriopoulos and Lewis (2010) approached
the topic with an innovation management viewpoint. Lubatkin et al. (2006), Bodwell and
Chermack (2010), Cao, Gedajlovic and Zhang (2009), Han and Celly (2008), Menguc and
Auh (2008), O'Reilly and Tushman (2008), Carmeli and Halevi (2009) and, Smith and
Tushman (2005) approached the topic with a strategic management viewpoint. Finally, Im
and Rai (2008), Nemanich and Vera (2009), Rothaermel and Alexandre (2009) and, Gupta,
Smith and Shalley (2006) approached the topic with an organizational learning viewpoint.

Some researchers applied the notion of ambidexterity to marketing functions. In the
context of marketing, “firms that effectively balance the tension between efliciently managing
today’s markets while simultaneously exploring future markets are thought to be
ambidextrous” (Tushman and O’Reilly, 1996). This is why, in the literature, ambidexterity
has two dimensions which are exploitation and exploration (March, 1991; Gupta, Smith and
Shalley, 2006; Raisch and Birkinshaw, 2008; Vorhies, Orr and Bush, 2011; O’Reilly and
Tushman, 2013; Birkinshaw and Gupta, 2013). Firms that engage in exploitation to the
exclusion of exploration are likely to find themselves trapped in suboptimal stable equilibria.
As a result, maintaining an appropriate balance between exploration and exploitation is a
primary factor in a firm’s survival and prosperity (March, 1991; Simsek, 2009).

The concept of being ambidextrous has been associated with various marketing
functions. In the literature on marketing functions and ambidexterity, the first conceptual
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and empirical research was posed by Aulakh and Sarkar (2005). They advanced the notion
of “strategic ambidexterity”, which they define as “a firm’s ability to combine exploration
and exploitation strategies across product, market, and resource domains” (Judge and
Blocker, 2008). Chronologically, when we examine other studies related to ambidextrous
and marketing functions in Appendix 1, it can be seen that Atuahene-Gima (2005),
Yalcinkaya, Calantone and Griffith (2007), Menguc and Auh (2008), Li and Lin (2008), Li
and Huang (2012) and, Voss and Voss (2012) examined the issue of product ambidexterity.
Kyriakopoulos and Moormann (2004), Slater, Hult and Olson (2010), Sarkees, Hulland and
Prescott (2010), Vorhies, Orr and Bush (2011), and Tollin and Schmidt (2012) examined the
issue of marketing strategy ambidexterity. Jasmand, Blazevic and Ruyter (2012) and,
Lubatkin, Simsek, ling and Veiga (2006) examined the issue of employee behaviour
ambidexterity. He and Wong (2004), Jansen, Bosch and Volberda (2005), Jansen, Bosch and
Volberda (2006), Hughes, Martin, Morgan and Robson (2010) and, Chang and Hughes
(2012) examined the issue of technological ambidexterity. Kristal, Huang and Roth (2010)
examined the issue of supply chain ambidexterity.

On the other hand, in the summary of selected research on ambidexterity in marketing
in Appendix 1 (2004 - 2012), there is no widely accepted measure of ambidexterity. Although
some have developed their own, He and Wong’s (2004) scale of exploration and exploitation
hase mostly been used. Studies begaan in 2004 and have continued regularly every year

8 since then. The other point that demands attention is that these studies have mostly been
conducted in different high technology industries. The notion of ambidexterity and the
dimensions of exploration and exploitation have been used as keywords in almost all
research. The respondents were from different countries and were marketing managers or
managers in a decision-making roles. Half of the studies do not have antecedents, and there
is not similarity between antecedents. Almost all were associated with performance
consequences.

As above, according to the literature, ambidexterity has two dimensions which are ex-
ploitation and exploration. When these dimensions are applied to marketing, it can be said
that both are “ambidextrous marketing” together. In the following sections, marketing ex-
ploitation and marketing exploration are defined. Finally, therefore, this study will attempt
to explore how marketing exploration and marketing exploitation can be simultaneously
achieved through a multilevel analysis that integrates the operational as well as the manage-
rial level (Cantarello, Martini and Nosella, 2012).

2.1. Marketing Exploitation

The concept of exploitation is defined in different ways in the literature in respect to
refinement, choice, production, efficiency, selection, implementation and execution (Lavie,
Stettner and Tushman, 2010). According to Kyriakopoulos and Moorman (2004), exploitation
is defined primarily as improving and refining current procedures associated with existing
marketing strategies, including product, price, distribution, promotion and other marketing
mix strategies. Exploitation can improve a firm’s current expertise, and involves the use of
explicit knowledge bases by internalizing and combining them. In effect, the intent of
exploitation is to respond to current environmental conditions by adapting existing
technologies and further meeting the needs of existing customers (Lubatkin, Simsek, Ling
and Veiga, 2006).
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Marketing exploitation refers to the development of new capabilities in respect to the
firm’s existing markets, products and capabilities (Vorhies, Orr and Bush, 2011). Marketing
exploitation can be conceptualized as serving the customer through their needs and creating
value for them, and processes involving the generation, dissemination, and responsiveness
to market capability and forging relationships with customers, channel members and
suppliers (Judge and Blocker, 2008). Marketing exploitation builds on existing knowledge
and reinforces existing skills, processes and structures (Jansen, Bosch and Volberda, 2006).

2.2. Marketing Exploration

According to existing literature, exploration is about search, variation, risk-taking, experi-
mentation, play, flexibility, discovery, and innovation (Lavie, Stettner and Tushman, 2010).
Exploration is defined primarily as challenging prior approaches to interfacing with the
market such as introducing a new product, price, distribution, promotion or other market-
ing mix strategies. Exploration requires the development of new capabilities (Kyriakopoulos
and Moorman, 2004), and involves the development of new marketing trajectories. Essen-
tially, exploration is intended to respond to latent environmental trends by creating innova-
tive new markets (Lubatkin, Simsek, Ling and Veiga, 2006).

Marketing exploration refers to the development of new capabilities that go beyond what
is currently known about markets, products, technologies and capabilities (Vorhies, Orr and
Bush, 2011). Across different research contexts, exploration has been variously associated
with pioneering, improvisation, capability-building, autonomy and chaos, and emerging
markets and technologies (Kathuria, 2012).

3. Market Performance

Market performance refers to the company’s ability to satisty, develop, and retain customers
by offering products, services, and other elements that suit their needs (Moorman and Rust,
1999; Zhou, Brown and Dev, 2009; Leonidou, Leonidou, Fotiadis and Zeriti, 2013). Market
performance is the effectiveness of an organization’s marketing activities with regard to
market-related goals, such as revenues, growth and market share (Homburg, Grozdanovic
and Klarmann, 2007). In other words, market performance is conceptualized as the extent
to which a firm achieves success with its existing businesses, products or markets, and in
future positioning in its markets (Kandemir, Yaprak and Cavusgil, 2006).

Market performance concerns marketplace awareness and reactions to realized posi-
tional advantages. These may be viewed from a customer perspective (Day and Nedungadi,
1994). From a customer perspective, market performance concerns cognitive and affective
responses such as brand awareness and perceived quality, and the subsequent behavioural
consequences such as purchase decision-making and actions of prospects and customers in
the target market to the positional advantages achieved by the firm (Morgan, Clark and
Gooner, 2002).
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4. Financial Performance

The diversity of performance measures used in the literature constitutes an additional source
of methodological heterogeneity (Gonzalez-Benito and Gonzalez-Benito, 2005). According
to dictionaries, performance means the result obtained in a competition by somebody, or
extremely good achievement in a field of activity (Danescu and Belenesi, 2012). Performance
can be defined as the state of the competitiveness of the organization, reached through a
level of efficiency and productivity which ensures a sustainable market presence (Grigore,
Badea and Radu, 2010).

Financial measures are related to accounting measures and economic performance
(Gonzalez-Benito and Gonzalez-Benito, 2005). Financial performance centres on outcome-
based financial indicators (e.g. return on assets, return on investment, profit growth), reflecting
the fulfilment of the economic goals of the organization (Luo, Huang and Wang, 2011).
Financial performance is defined as operating profits, profit to sales ratio, profit return on
investment and return on assets for SMEs (Leonidou, Leonidou, Fotiadis and Zeriti, 2013).

5. Research Model and Hypotheses

5.1. Ambidextrous Marketing and Financial Performance

Higher levels of ambidextrous marketing, or high compatibility of exploratory and exploitative
activities, contributes to firm performance by controlling performance risk. Conversely, an
imbalance between exploration and exploitation poses threats to firm performance through
anincrease in such risks (Levinthal and March, 1993; March, 1991; Cao, Gedajlovic and Zhang,
2009). Ambidexterity is thought to be the ability of businesses to exploit existing capabilities
while at the same time discovering capabilities that can meet future market needs (Tushman
and O’Reilly, 1996; Gibson and Birkinshaw, 2004). O’Reilly and Tushman (2004) observed that
ambidextrous organizations are successful at both exploiting the present and exploring the
future. However, they also note that few companies have the capability to integrate these two
processes well. It is not surprising then that the integration of these two processes provides
financial performance. The few studies that have examined links between the ambidextrous
approach and firm performance have focused on financial measures and associated ratios
(Sarkees, Hulland and Prescott, 2010: Jansen et al., 2012). Previous research in marketing has
shown that marketing capabilities are important drivers of firm performance (Krasnikov and
Jayachandran, 2008; Vorhies and Morgan, 2005; Vorhies Orr and Bush, 2011).
Therefore, I hypothesized the following:

H1: Marketing exploitation has a significant and positive effect on financial performance
H2: Marketing exploration has a significant and positive effect on financial performance

5.2. Ambidextrous Marketing and Market Performance

Exploitative and exploratory marketing capabilities enable firms to utilize and refine current
experience and knowledge to improve efficiencies (He and Wong, 2004; Ray, Barney and
Muhanna, 2004). Exploitative marketing capabilities stress the search for and use of solutions
to customer problems and experience. Exploratory marketing capabilities emphasize the
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development of technologies, products and service delivery processes entirely new to the
industry, implicitly reflecting the first-mover status. Thereby, both exploitative and
exploratory marketing capabilities improve market performance (Chen, Li and Evans, 2012).

In competitive markets, it is difficult for firms to build a competitive advantage (Garcia,
Calantone, and Levine, 2003). Through a firm’s development of exploration capabilities,
firms can increase their degree of product, price, distribution and promotion. Introducing
new products and services to the market, overcoming prior firm limitations, and enhancing
both value delivery to current customers and the extension of products and services to new
customers. Exploitation capabilities gives firms a chance to leverage their existing resources.
This leverages a firm’s existing products and services, and therefore makes it possible to
deepen value delivery within an existing clientele, thereby ensuring market performance
(Yalcinkaya, Calantone and Griffith, 2007).

Therefore, I hypothesized the following:
H3: Marketing exploitation has a significant and positive effect on market performance
H4: Marketing exploration has a significant and positive effect on market performance

5.3. Market Performance and Financial Performance

Market performance will lead to superior financial performance because satisfying
customers increases repeat purchases, reduces complaints, encourages them to buy other
company products, and generates positive word-of-mouth recommendations (Leonidou,
Leonidou, Fotiadis and Zeriti, 2013). Furthermore, market performance is expected to have
a positive impact on financial performance, which is also a well established link in the
marketing literature (Moorman and Rust, 1999; Rust et al., 2004; Homburg, Grozdanovic
and Klarmann, 2007; Ramaswami, Srivastava and Bhargava, 2009; Zhou, Brown and Dev,
2009; Murray, Gao and Kotabe, 2011).

Firms can seek profitable growth of maximum sales, rate of retaining existing customers,
rate of customer loyalty and their reputation among customers. Similar results have been
achieved in many other studies as well (Hooley et al., 2005; Srivastava et al., 1998). Further,
Hooley et al. (2001) and Jaakkola et al. (2010) argue that superior market performance
results in superior financial performance. Ultimately, the sales performance of the firm in
combination with the cost of sales in its market will determine financial performance
outcomes (Day and Fahey, 1988; Kaplan and Norton, 1993).

Therefore, I hypothesized the following:

H5: Market performance has a significant and positive effect on financial performance.

According to the theoretical background, the research model is revealed in Figure 1.

6. Method

6.1. Data collection and sample

The aim of this study is to explore how marketing exploitation and marketing exploration
can simultaneously effect market performance and financial performance. In this study, a
convenience sampling procedure, which is one of the non-random sampling methods, is
used. A sample of firms was created from all SMEs operating in information technology in
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Turkey. A questionnaire was created using the Google-Drive survey tool. The auther then
determined contact information for the managers and owners of SMEs via telephone. The
participants were asked to evaluate their marketing exploitation, marketing exploration,
market performance and financial performance over the last 3 years. To implement the data
collection, a survey link was mailed to each firm, and a pre-test was performed. After
correcting errors, the survey was implemented in full with the sample.

Figure 1. Theoretical Research Model

Ambidextrous Marketing

v ’ Marketing Exploitation ‘~ H1
| T
‘ =’ Market Performance ‘—» ’ Financial Performance
//H4'
[~ ’ Marketing Exploration " H2

Using the above process, a total of 392 surveys were completed between May and October
2015. After collecting 392 surveys, a construct reliability was calculated. Subsequently, the
validity and reliability of the four constructs was assessed employing 23 items and using
Confirmatory Factor Analysis (CFA). CFA models are commonly used to examine patterns
of interrelationships among various constructs. Each construct in a model is measured
using a set of observed variables. A key feature of CFA models is that no specific directional
relationships are assumed between the constructs as they are only correlated with each other
(Khine, Ping and Cunningham, 2013). Finally, SEM was conducted and compared with the
traditionally reported fit indexes to see whether they were within an acceptable range
(Dimitrov, 2014).

6.2. Measures

Marketing exploitation was measured using 7 items on a scale adapted from Sarkees,
Hulland and Prescott (2010) and Vorhies, Orr and Bush (2011). The items showed good
reliability (alpha=0.909). Marketing exploration was measured using 7 items on a scale
adapted from March (1991), Sarkees, Hulland and Prescott (2010) and Vorhies, Orr and
Bush (2011). The items showed good reliability (alpha=0.931). Market performance was
measured using 5 items on a scale adapted from Vorhies and Morgan (2005), Zhou, Brown
and Dev (2009), Leonidou, Leonidou, Fotiadis and Zeriti (2013). The items show good
reliability (alpha=0.863). Financial performance was measured using 4 items on a scale
adapted from Leonidou, Leonidou, Fotiadis and Zeriti (2013). The items showed good
reliability (alpha=0.926). (see Table 1 and Appendix 2).
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Construct reliabilities are 0.909 for marketing exploitation, 0.931 for marketing
exploration, 0.863 for market performance and 0.926 for financial performance. All measures
proved reliable (see Table 1). Using the Confirmatory Factor Analysis (CFA) a good fit to the
data was found, while the factors loaded highly on their assigned constructs: Chi-square was
640.39, degree of freedom (df) 224, Normed Fit Index (NFI) 0.97, Non-Normed Fit Index
(NNFTI) 0.98, Comparative Fit Index (CFI) 0.98, Goodness-of-Fit Index (GFI) 0.88, Adjusted
Goodness-of-Fit Index (AGFI) 0.85, Standardized Root Mean Square Residual (SRMR)
0.045 and Root Mean Square Error of Approximation (RMSEA) 0.069. The traditionally
reported fit indexes are within the acceptable range (Dimitrov, 2014).

Table 1 presents the correlations matrix between latent variables. Marketing exploitation
has a positive and significant correlation with marketing exploration (0.74), with market
performance (0.66) and with financial performance (0.40). Marketing exploration has a
positive and significant correlation with market performance (0.62) and with financial
performance (0.50). Market performance has a positive and significant correlation with
financial performance (0.53). Table 2 presents the confirmatory factor analysis and
descriptive statistics. The t-value for each item was always significant. All standard errors of
the estimated coeflicients were low, and the standardized factor loadings extracted for each
question were greater than the threshold of 0.50 (Anderson and Gerbing, 1988).

Table 1. Correlation Matrix of Latent Variables

Average Variance Composite
1 2 3 4 Extracted Reliability
(AVE) (CR)
1- Marketing Exploitation | 0.909° 0.60 0.91
2- Marketing Exploration 074 0.931° 0.67 0.93
8 EXp (9.79) . . .
0.66 0.62 .
3- Market Performance ©.55) | (8.29) 0.863 0.56 0.86
) . 0.40 0.50 0.53 5
4- Financial Performance 6.56) (7.81) (7.66) 0.926 0.76 0.92

x?=640.39 p<0.0000; df=224 x?/df = 2.85

Normed Fit Index (NFI) = 0.97

Non-Normed Fit Index (NNFI) =0.98

Comparative Fit Index (CFI) = 0.98

Goodness-of-Fit Index (GFI) = 0.88

Adjusted Goodness-of-Fit Index (AGFI) = 0.85

Standardized Root Mean Square Residual (SRMR) = 0.045

Root Mean Square Error of Approximation (RMSEA) =0.069

a = Cronbach’s Alphas of the composite scales, (t-values in parentheses)
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Table 2. Confirmatory Factor Analysis and Descriptive Statistics of Measures

Survey Measures Mean Staqda}rd t- values Standardizgd EITI’OI’
Deviation Factor Loading| Variance
Marketing Exploitation
Exploitation 1 4181 0.858 fp 0.82 0.33
Exploitation 2 4132 0.900 15.75 0.72 0.48
Exploitation 3 4181 0.821 16.82 0.76 0.43
Exploitation 4 4170 0.866 18.45 0.81 0.35
Exploitation 5 4.165 0.899 14.32 0.67 0.55
Exploitation 6 4.091 0.825 18.39 0.81 0.35
Exploitation 7 4.074 0.853 18.47 0.81 0.35
Total Mean of Exploitation 4142
Marketing Exploration
Exploration 1 4.048 0.938 fp 0.81 0.34
Exploration 2 3.928 0.988 17.76 0.78 0.39
Exploration 3 3.655 1.051 1714 0.76 0.42
Exploration 4 3.892 0.990 19.04 0.82 0.33
Exploration 5 3.747 1.079 18.25 0.80 0.37
Exploration 6 3.811 0.907 21.91 0.90 0.19
Exploration 7 3.783 0.916 20.06 0.85 0.28
Total Mean of Exploration 3.837
Market Performance
MP 1 4.265 0.812 fp 0.70 0.50
MP 2 4145 0.847 13.53 0.75 0.44
MP 3 4.313 0.760 14.44 0.80 0.35
MP 4 4.423 0.799 1315 0.72 0.47
MP 5 4.507 0.711 13.96 0.77 0.40
Total Mean of Market Perf. 4.330
Financial Performance
FP1 3.479 1.112 fp 0.88 0.23
FP 2 3.528 1121 23.83 0.88 0.23
FP 3 3.515 1.084 24.77 0.89 0.20
FP 4 3.505 1.028 21.89 0.84 0.30
Total Mean of Financial Perf. 3.506

fp: Fix Parameter
The scale format for each of these measures was 1 = “strongly disagree” and 5 = “strongly agree.”
Correlation is significant at the 0.01 level.

In addition to assessing the confirmatory factor analysis, a Composite Reliability (CR) was
calculated and Average Variance Extracted (AVE) values for each latent variables. To do this,
loadings and error variances were used from Table 2 and the following formulas applied.
AVE=(3N2)/[XA2+3e],CR=(ZN)2/ [ (ZN)2 + Xe] (A=1oading and € = error variance). AVE
and CR values were used to assess the convergent validity. For convergent validity, the AVE
value must be bigger than 0.50 and the CR value must be bigger than 0.70. Finally, the CR
value must be bigger than the AVE (CR>0.70; AVE>0.50; CR>AVE) (Diamantopoulos and
Siguaw, 2000). This provides evidence that there is convergent validity between the four
latent variables (see Table 1). To assess the discriminant validity between the latent variables
- marketing exploitation, marketing exploration, market performance and financial
performance -- it was determined that the AVEs and CRs are both higher than the squared
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correlation between the constructs (e.g. between marketing exploitation and marketing
exploration= 0.74 * 0.74 = 0.54 and 0.67>0.54) (Fornell and Larcker, 1981). This provides
evidence that there is discriminant validity between the four latent variables.

7. Analysis and Results

After the confirmatory factor analysis, structural equation modelling (SEM) was employed
using the Linear Structural Relations (LISREL) 8.54 software to analyse the data and test the
research hypotheses. SEM was run and the model fit indexes were within an acceptable
range, t-value was not significant for H3 (t= 1.02 at p > 0.05). Here, model re-specification
was concerned with improving the model data fit by deleting any statistically non-significant
path (Khine, 2013). Therefore, the H3 path way with its low significance was deleted. And the
SEM was run again. This time, model fit indexes were within the acceptable range and all
path ways were significant (p < 0.05) (see Figure 2).

Figure 2 shows that the measurement model indicated a good fit to the data and the
statistics for the model indicated the following: chi-square was 644.70, degree of freedom
(df) 225, Normed Fit Index (NFI) 0.97, Non-Normed Fit Index (NNFI) 0.98, Comparative Fit
Index (CFI) 0.98, Goodness-of-Fit Index (GFI) 0.87, Adjusted Goodness-of-Fit Index (AGFI)
0.85, Standardized Root Mean Square Residual (SRMR) 0.046 and Root Mean Square Error
of Approximation (RMSEA) 0.069. The traditionally reported fit indexes are within the
acceptable range.

As shown in Figure 3, the structural model is given. There is correlation (0.73) between
marketing exploitation and marketing exploration. Financial performance and market
performance have an error variance of 0.68 and 0.53 respectively. It is understood that this
research model explains 0.32 per cent (1-0.68= 0.32) of financial performance and 0.47 per
cent (1- 0.53= 0.47) of market performance.

According to the results of the model, H1 was not supported — marketing exploitation
has no significant or positive direct effect on financial performance (t= 1.02 at p > 0.05). H2
was supported — marketing exploration has a significant and positive direct effect on
financial performance (=0.27 and t=4.26). H3 was supported — marketing exploitation has
a significant and positive direct effect on market performance (=0.44 and t=5.84). H4 was
supported — marketing exploration has a significant and positive direct effect on market
performance ($=0.30 and t=4.13). H5 was supported — market performance has a significant
and positive direct effect on financial performance (f=0.36 and t=5.31).
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Figure 2. Research Model Standard Solution
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After testing the research hypotheses, to understand whether ambidextrous marketing has
a significant impact on market performance and financial performance, as seen in Figure 4,
the path ways were rebuilt. The impact of ambidextrous marketing, as a latent variable with
both dimensions - marketing exploitation and marketing explorations — on market
performance and financial performance, was tested. The model fit indexes were within the
acceptable range. In Figure 4, the model indicated a good fit to the data. The fit statistics for
the model indicated the following: chi-square was 221.61, degree of freedom (df) 41, Normed
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Fit Index (NFI) 0.96, Non-Normed Fit Index (NNFI) 0.96, Comparative Fit Index (CFI) 0.97,
Goodness-of-Fit Index (GFI) 0.91, Adjusted Goodness-of-Fit Index (AGFI) 0.85, Standardized
Root Mean Square Residual (SRMR) 0.047 and Root Mean Square Error of Approximation
(RMSEA) 0.10. The traditionally reported fit indexes are within the acceptable range.

Figure 4. Impact of Ambidextrous Marketing on Market Performance and Financial Performance
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8. Discussion and Conclusions

This study has important implications for managers and practitioners. It should not be
forgotten that ambidexterity has two dimensions. To make the ambidextrous marketing
function possible, firms must use two dimensions at the same time. One of the important
consequences of this study is that while firms continue using their existing marketing
capabilities from one side, they also exhibit behaviours that will explore new marketing
capabilities. The aim of this study was to explore how marketing exploration and marketing
exploitation can be simultaneously achieved. Finally, it can be said that marketing exploration
and marketing exploitation can be simultaneously achieved and have an impact on
performance.

There is a high correlation coefficient (0.73) between the dimensions of ambidextrous
marketing (see Figure 3). Compared with other studies in the literature on the correlation
coefficient between the dimensions of ambidextrous marketing, Kyriakopoulos and
Moorman (2004) found a correlation of 0.26; Jansen, Bosch and Volberda (2006) found 0.07;
Li and Lin (2008) found 0.33; Menguc and Auh (2008) found 0.55; Vorhies, Orr and Bush
(2011) found 0.52; Hughes, Martin, Morgan and Robson (2010) found 0.50; Chandrasekaran,
Linderman and Schroeder (2012) found 0.24; Li and Huang (2012) found 0.50; Voss and Voss
(2012) found 0.11; Atuahene-Gima (2005) found 0.41. Therefore, the research findings here
are consistent with previous empirical studies in the literature.
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Another contribution of this study relates to the measurement of dimensions of
marketing ambidextrous. It was seen in Table 2, that firms do not set out the same level of
marketing exploitation (4.142) than they set out for marketing exploration (3.837). Compared
to other studies in the literature, Kyriakopoulos and Moorman (2004) found that marketing
exploitation and marketing exploration levels are 3.60 and 2.49 respectively. Jansen, Bosch
and Volberda (2006) found 5.27 and 3.77; Menguc and Auh (2008) found 3.85 and 3.80; Li
and Lin (2008) found 4.56 and 4.31; Vorhies, Orr and Bush (2011) found 5.12 and 4.79;
Hughes, Martin, Morgan and Robson (2010) found 5.96 and 5.39; Chandrasekaran,
Linderman and Schroeder (2012) found 5.01 and 4.53; Li and Huang (2012) found 5.35 and
5.01; Voss and Voss (2012) found 5.60 and 4.74 respectively. The research findings here are
consistent with previous empirical studies in the literature.

Where there is less competition, organizations can reach their pre-determined objectives
with existing capabilities. However, when competition is more intense, it may be difficult to
adapt to such an environment. In this case, organizations will need activities involving ex-
ploratory behaviour. In such difficult situations, the ability of organizations to survive will
be determined in proportion to their ambidextrous marketing behaviour. In Appendix 1, it
can be seen that researchers have mostly conducted their researchs in different high technol-
ogy industries. The findings related to the characteristics of the high-tech industries are “ex-
plorative” associated with pioneering, improvisation, capability-building and technologies.
It may be said that ambidextrous marketing behaviours are more needed in high-tech indus-
try than others. What is important here is the adoption of an understanding of exhibiting
preventive behaviours described as exploring new capabilities, without having to exhibit re-
active behaviours in situations where environmental competition is increased.

Reviewing the results of the research model, it was found that for the firms in the study,
marketing exploitation appears to be providing a stronger direct effect for improving market
performance than marketing exploration. When an improvement of marketing capabilities
is needed, marketers can rely on marketing exploitation capabilities to make minor changes
in the configuration of resources that deploy market-based assets. Firms use marketing
exploitation more regularly in adaptive, evolutionary ways and use marketing explorations,
when managers/owners make the choice to perform more radical reconfigurations of market
resources. Firms that are ambidextrous regarding marketing exploration and exploitation
may have a significant advantage over less ambidextrous firms.

According to the results of the model, H1 was not supported. Marketing exploitation
does not have a significant and positive direct effect on financial performance (t= 1.02 at p >
0.05). In other words, market performance is a mediator between marketing exploitation
and financial performance. In Table 1, it can be seen that marketing exploitation has a
stronger direct effect on market performance than financial performance. This means,
marketing exploitation causes an enhanced rate of customer retentions, sales from existing
customers, customer loyalty, reputation among customers and quality of services offered to
their customers.

Another result of the research model was that for the firms in the study, marketing
exploration has a stronger direct effect on financial performance than marketing exploitation
,while it has almost the same direct effect on financial performance and market performance.
This result may imply that marketing exploration capability encompasses search, variation,
risk-taking, experimentation and innovation. If organizations focus rather on financial
performance, they should use marketing exploration, which differs in terms of existing



TOKGOZ

marketing capabilities. To have new marketing exploration capabilities, the manager/owner
can increase product introductions, introducing new products and services onto the market,
overcoming competitors, and enhancing both value delivery to current customers and the
extension of products and services to new customers.

The purpose of this study was to develop and test a conceptual framework that broadens
our understanding of ambidextrous marketing. The research model revealed that
ambidextrous marketing exists and effects market performance and financial performance.
This evidence supports my conceptualization. This study demonstrates the importance of
building marketing exploration and exploitation capabilities to improve the firm’s market
and financial performance. In addition, the research model has hidden moderator/mediator
relationships. Market performance is a mediator between marketing exploitation and
financial performance, while it is a moderator between marketing exploration and financial
performance.

The study could not test the validity of the results across different industry groups
because of time and financial limitations. Future studies need to examine the generalizability
of the results in different industries. Future studies could also extend the study by including
additional antecedent and consequent variables in the conceptual model.
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Appendix 2.
Survey Measures Used in the Research

Marketing Exploitation (considering your marketing actions over the last 3 years, to what extent do you
participate in the following expression)

1- We focus on developing our existing marketing capabilities

2- We consistently reexamin information from previous projects and/or studies to modify existing mar-
keting processes

3- We routinely adapt existing ideas when developing new marketing processes

4- We incrementally and routinely improve our existing marketing procedures

5- We focus changes in marketing procedures on improving efficiency

6- We are very efficient in serving our current customers

7- We work well with other functional units in this organization

Marketing Exploration (considering your marketing actions over the last 3 years, to what extent do you
participate in the following expression)

1- Different from existing marketing capabilities, we continually develope new marketing procedures that
are very different from others developed in the past

2- Different from existing marketing capabilities, we routinely introduce new marketing procedures
which are daring, risky, or bold

3- We consistently develope new marketing capabilities which deliver different outputs from existing
processes

4- Different from existing marketing capabilities, we create new uncommon marketing processes not
used before

5- Different from existing marketing capabilities, we focus on developing new marketing capabilities for
customer satisfaction

6- Different from existing marketing capabilities, we develop new marketing capabilities which leading
industry

7- Different from existing marketing capabilities, we develop new marketing capabilities which flexibility
to provide us

Market Performance (considering your market performance over the last 3 years, to what extent do you
participate in the following expression)

1- Rate of retaining existing customers is high

2- Rate of increasing sales from existing customers is high

3- Rate of customer loyalty is high

4- Our reputation among our customers is high

5- Quality of service that we offer our customers is high

Financial Performance (considering your financial performance over the last 3 years, to what extent do
you participate in the following expression)

1- Our operating profits is high

2- Our profit to sales ratio is high

3- Our profit return on investment is high

4- Our return on assets is high
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