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Executive Summary 

 

Stemming from the idea of an individual’s capacity to use both hands with equal skill, ease and dexterity, 

Organizational Ambidexterity refers to the dual tensions of exploiting existing resources while 

simultaneously exploring emergent opportunities. The academic concept has experienced growing 

appeal and interest, from both practitioners and scholars, as a reflection of its versatility and association 

with sustained firm performance in competitive business environments. During the past decade, an 

immense increase in empirical literature has emerged to explain and advance insight to the meaning, 

antecedents and measurement of the construct. While the concurrent academic emphasis is dense, the 

concept still lacks clarity and is widely fragmented in terms of understanding its operation and associated 

outcomes.  

 

Significant ambiguity remains in the literature as few attempts have been made to investigate the 

facilitation of sustained firm performance through ambidextrous innovation in the context of disruption. 

Considering the principle of the dual tensions of exploitation and exploration, this thesis attempts to 

extend current ambidexterity literature by applying the concept to the fashion industry, which is marked 

by a paradigm shift of volatility, complexity and uncertainty.  

 

Considering the disruptive state of the industry, this thesis employed a two-staged explanatory study to 

grasp the significance of organizational ambidexterity. Firstly, a quantitative study uncovered the 

relationship between organizational ambidexterity and firm financial performance. Based on a sample 

of 98 firms operating in the global fashion industry, the ambidexterity premise was thus confirmed, 

ultimately supporting existing empirical literature. Secondly, a qualitative study elucidated a multilevel 

perspective to how innovation is facilitated by ambidextrous firms operating in the fashion industry. The 

findings support and extend existing research by shedding light on outcomes of organizational 

ambidexterity and how the exploitation-exploration trade-off is managed in the industry. Managerial 

implications include the imperative role of customer retention and acquisition through super-

customization facilitated by digitalization and machine learning and entrepreneurial corporate cultures. 
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1. Introduction 

This chapter introduces the background and relevance for the research topic of this thesis. Based on 

identified gaps in existing literature the problem formulation is explained followed by the research 

question and sub-questions. Moreover, a brief description of methodological and theoretical choice is 

provided. Finally, the delimitations and the current state of the industry are presented as well as the 

structure of this study.  

 

1.1. Background 

The fashion industry has experienced a significant paradigm shift in recent years. While historically 

being recognized as slow and incremental, the industry has emerged into an era characterized by 

volatility, complexity, and disruptiveness (Sinha, 2016; Sun and Zhao, 2018). There are numerous 

reasons for this substantial market change. The McKinsey and Co., State of Fashion report (2018) finds 

that the fashion industry is in the midst of a “global shakedown” where previously stable and thriving 

firms are facing imminent threats from several angles. McKinsey and Co. underline that the turbulent 

and multidimensional business environment is a result of the rise of advanced technology and rapidly 

changing consumer demands (BoF McKinsey and Co., 2018). By diminishing trade barriers on a global 

scale and facilitating a rapid emergence of entrepreneurial challenger brands, also known as disruptor 

brands, technology is a key facilitator of disruption in the industry (Christensen, 1997; McKinsey and 

Co., 2018). The ‘disrupter brands’ emerge specifically from online, social networks and gain foothold 

in the market by digital solutions and super-customization, further enlarging the gap between traditional 

firms and their customers (McKinsey and Co., 2018).  

 

All of the above point toward the fact that the industry is at the cusp of digital disruption, making it 

imperative that firms realize radical innovation and prepare contingency plans to survive the Trade 2.0, 

referring to the “self-disrupt or die” ultimatum (McKinsey and Co., 2019). The clash between fashion 

and technology, driven by speed and data, has set the stage for a revolution in the global industry. This 

elucidates that both online and offline businesses must disrupt themselves to survive the revolution 

through excellent customer experiences and innovative, customized digital solutions (McKinsey and 

Co., 2019). While the argument behind self-disruption may seem straightforward, firms operating in the 

fashion industry find themselves under constant pressure to deliver short-term results and value to 

existing customers. This makes the idea of resource allocation towards radical long-term innovation 
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strategies difficult to grasp, essentially inclosing the firms in a suboptimal equilibrium of incremental 

innovation (March, 1991; Pedersen et al., 2016). 

 

The academic concept of organizational ambidexterity is of considerable importance in light of the 

current state of the industry. In its essence, the concept refers to a firm’s ability to exploit existing 

resources while simultaneously explore emergent opportunities and customers (March, 1991; Tushman 

and O’Reilly, 1996). The Ambidexterity Premise, a consensus within empirical research on the field, 

specifically states that ambidextrous firms realize prosperity and sustained firm performance. By 

simultaneously exploiting and exploring innovation strategies, firms can balance the dual tensions of 

growing today’s business, while congruently preparing for customers and demands of tomorrow (March, 

1991; Tushman and O’Reilly, 1996). Consequently, organizational ambidexterity has experienced an 

immense increase of interest from scholars and practitioners during the last decade, mainly due to its 

versatility and relevance in uncertain and dynamic business environments (Raisch and Birkinshaw, 

2008). In light of this, the application of organizational ambidexterity to the case of the disrupted fashion 

industry is particularly fascinating in terms of the general opinion that the industry is incremental and 

exploitative by default (Pedersen et al., 2016).  

 

1.2. Problem Identification and Relevance 

The relevance of organizational ambidexterity in the case of the disrupted fashion industry is supported 

by the fact that the concept is listed as an up-to-date recommendation for managers to cope with 

turbulence and multidimensionality of their business environment (Chen, 2017). In light of the rapid 

development of advanced technologies, the emergence of e-commerce, and changes in customer needs, 

the fashion industry as of today is defined by volatility and ambiguity (Sinha, 2016). In this regard, firms 

operating in the fashion industry find themselves in a paradox between dual tensions of the strategic 

choices. A trade-off is present in the decision between striving for value creation for existing customer 

demands and, on the other hand, investing in radical initiatives for long-term sustainability and 

competitiveness (McKinsey and Co., 2019; Pedersen et al., 2016; Chen, 2017).  

 

First introduced in 1976 by the pioneering author, Duncan, ambidexterity emerged as a concept 

describing firms’ capability to manage conflicting strategic demands (Duncan, 1976). While Duncan 

(1976) was the founding author, it was the seminal work by March (1991) that acted as the catalyst for 

the current interest in and significance of the concept (Raisch and Birkinshaw, 2008). March proposes 
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that exploitation and exploration are two fundamentally different learning activities between which firms 

divide their attention and resources. Exploitative innovation refers to activities of refinement and 

efficiency aimed at existing business operations, whereas exploration is associated with experimentation 

and discovery of emergent customers and opportunities. Essentially making the two strategic logics 

contradictory and complimentary by default (March, 1991; Tushman and O’Reilly, 1996).  

 

The central notion within the field of organizational ambidexterity is the ambidexterity premise, stating 

that the dual balance of the two strategies leads to superior firm performance (Tushman and O’Reilly, 

1996; Raisch et al., 2009; Lis et al., 2018). While resource-constrained firms may struggle with engaging 

in both activities, the ambidexterity premise accentuates that the ambidextrous firm can realize synergies 

by a simultaneous balance of both. This investment is theorized to reap greater returns than its 

implementation costs (Tushman and O’Reilly; 1996; Junni et al., 2013). While both scholars and 

practitioners increasingly grasp the importance of the concept, empirical and practical evidence of its 

relationship to firm financial performance remains scarce (Hughes, 2018; Chen, 2017).  

 

In light of the empirical evidence pointing to the synergistic relationship between the interaction between 

exploitation and exploration, the application of the concept appears imperative in the context of the 

disruptive fashion industry (Colbert, 2004). Through the simultaneous balance of both innovation 

strategies, it is theorized that the synergies between the two activities lead to superior returns in 

comparison to each activity pursued individually. Achieving organizational ambidexterity presumably 

facilitates sustained firm performance and long-term growth, as underlined by widespread empirical 

studies on the field (e.g. March, 1991; Birkinshaw & Gupta, 2013; He and Wong, 2004). 

 

It is theorized that the ambidextrous firm can effectively respond to market changes, but most 

importantly, proactively be a part of shaping this change by riding the wave of disruption. In light of the 

clash between the fashion industry, disruptive technologies and emergent challenger brands, the concept 

of organizational ambidexterity holds promising insights in terms of managing trade-offs in strategic 

decision-making. Seeing that theory draws an imperative link between organizational ambidexterity and 

sustained firm performance, an informational deficit seem apparent in terms of the current understanding 

of ambidexterity in the fashion industry. Organizational ambidexterity is prominent for firms operating 

in the dynamic fashion industry, in light the consensus that these firms are incremental and therefore 

generally excel at exploiting existing resources at the expense of exploring new opportunities (Pedersen 

et al., 2016; March, 1991). The ambiguity of these firms lies at the heart of the academic concept in 
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terms of ambidextrous firms’ ability to successfully balance both innovation strategies to realize superior 

firm performance and sustained growth by serving both existent and future opportunities (Chen, 2017).  

 

In light of all the above, it is surprising to observe that few attempts have been made to apply the concept 

of ambidexterity to firm performance in the context of the dynamic fashion industry. Even though 

previous studies have emphasized context of ambidexterity in global manufacturing companies (He and 

Wong, 2004; Du and Chen, 2018), no particular focus has been directed exclusively to fashion 

organizations. Seeing that no such linkage has so far been drawn, this study has observed an 

informational deficit in understanding performance outcomes of organizational ambidexterity for firms 

operating in the fashion industry.  

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 1: Research Gap 

 

1.3. Problem Formulation 

In the light of the above, ambidexterity has become a focal point in strategic innovation management, 

in which the simultaneous implementation of exploitative and exploratory innovation is deemed a 

criterion for survival in disruptive and dynamic business environments. This thesis consequently 
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exploitation and exploration. Therefore, this research takes an explanatory approach to uncover how 

organizational ambidexterity facilitates sustained firm performance. Through the simultaneous balance 

of exploiting existing resources and exploring future opportunities to overcome external shocks, it is 

expected that the academic concept holds significant impact in the case of the current state of the 

industry.  

 

Consequently, this thesis aims to extend existing knowledge of the academic concept of organizational 

ambidexterity to test the relationship between ambidextrous innovation and firm performance. Firstly, 

going from an abductive, explanatory approach, the study aims to uncover whether the assumption of 

the ambidexterity premise holds true in the fashion industry. Secondly, the study aims to uncover how 

firms operating in the fashion industry go about efficiently balancing the dual tensions of exploitation 

and exploration in the digital era. In light of this, the main research question is formulated. 

 

1.3.1. Research Question 

	
How do firms operating in the global fashion industry achieve superior firm  

performance through organizational ambidexterity? 

	

1.3.2. Sub-questions 

The following sub-questions are formulated to guide the study steadily through the conceptual constructs 

and phases of research to effectively answer the overall research question. 

 

1. Why is organizational ambidexterity important in a disruptive industry?  

2. Can a positive and significant relationship between innovation intensity (R&D ambidexterity) 

and firm financial performance be observed in the industry? 

3. Can a positive and significant relationship between innovation propensity (strategic 

ambidexterity) and firm financial performance be observed for the firms in the industry?  

4. How do firms operating in the industry exploit and explore to pursue organizational 

ambidexterity?  

5. What role does organizational ambidexterity play in the pursuit of ambidextrous innovation 

in the digital era? 
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1.4. Methodological Choice 

This section briefly introduces the methodological choice for this thesis based on the formulated research 

question. Through the perspective of the pragmatic philosophy of science, this thesis aims to explain 

ambidextrous innovation’s impact on firm performance, and further explore effective exploitative and 

exploratory innovation strategies within the global fashion industry. In light of this, a mixed-method 

approach is conducted through the equal distribution of quantitative and qualitative research. Firstly, the 

quantitative research method will allow for testing the relationship between ambidextrous innovation 

and firm performance of a large, global sample of fashion companies retrieved from the database, Osiris. 

The quantitative research examines the relationship between innovation intensity on firm financial 

performance, as well as the link between innovation propensity on firm financial performance.   

 

Secondly, the qualitative research provides an in-depth understanding of ambidextrous innovation 

strategies within the current fashion industry. In this regard, to prominently explore innovation 

strategies, a multiple case study strategy consisting of six case companies is conducted based on their 

integrated ambidexterity score, which allows for a unique way of observing the phenomenon of 

ambidextrous innovation within the specific content as well as enabling more powerful analytical 

generalization than the single case study strategy (Yin, 1994). Furthermore, a thorough discussion of the 

methodological choices of this thesis is addressed in detail in Chapter 2.  

1.5. Theoretical Choice  

This section outlines the choice of theory applied to this thesis. To ensure a thorough understanding of 

existing literature within the field of organizational ambidexterity, the literature review digests relevant 

empirical studies concerning the underlying theories and concepts of ambidexterity for this research. 

Through a comprehensive and focused discussion, the literature review will advance insight to published 

literature, mainly academic journals and affirmations, within the field of organizational ambidexterity 

in the context of innovation. Essentially, in order to measure the relationship between ambidextrous 

innovation and firm financial performance, the literature review critically evaluates previous studies 

within this scope of research in the light of the conceptualization and operationalization of 

ambidexterity. Furthermore, techniques for measuring firm-level ambidexterity is discussed in order to 

further draw links between ambidextrous innovation and firm performance. Moreover, the literature 

review discusses the relevance of organizational ambidexterity relatively to innovation and the 

disruptive business environment of the global fashion industry.  
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1.6. Delimitation 

This study explicitly aims to investigate the relationships between innovation intensity (R&D), 

organizational ambidexterity and firm financial performance. Nonetheless, this field of research 

ultimately leads to a deliberate exclusion of several areas within the concept of organizational 

ambidexterity.  

 

This thesis aims to contribute to the field of organizational ambidexterity within the global fashion 

industry, in which the predominant emphasis lies in uncovering the relationship between ambidextrous 

innovation and firm financial performance, and thus, the effects of the relative balance of exploitation 

and exploration. Accordingly, the underlying constructs of organizational ambidexterity such as 

moderators, learning capabilities, resource capacity, organizational culture, leadership styles and 

systems are therefore excluded from the scope of this research.  

 

Considering that the fashion industry is incremental by default (Pedersen et al., 2016; BoF McKinsey & 

Co., 2018), while its business environment has emerged into a disruptive era of volatility, uncertainty 

and complexity (Sinha, 2016, Sun and Zhao, 2018), this thesis emphasizes the relevance of examining 

this industry, and thus, delimits to focus on firms operating in the fashion industry.  

 

Moreover, the preliminary sampling of firms for this research is retrieved through the Osiris Database. 

This thesis is situated in the Global Fashion Industry, and thus, delimits to the inclusion of “firms 

operating in the fashion industry”. In that sense, the target population comprises firms that engage in the 

design, production and marketing of fashion and apparel, ultimately excluding firms that solely engage 

in manufacturing of products.  

 

In light of this, the industry codes are selected in line with the Global Industry Classification Standards 

(CIGS) and presented in Section 5.4.1.1. From this, in order to answer the proposed research question, 

the sample for this research is delimited to report Research & Development investments for a five-year 

span between 2014-2018 (2013-2017, otherwise) in order to test for cyclical changes in investments. 

The inclusion of R&D expenditure as a proxy measurement for innovation intensity is supported by 

(Bhandari, 2013; Lis et al., 2018).  

 

Following, this thesis aims to explore the supporting exploitative and exploratory innovation strategies 

through the application of six case firms retrieved from the preliminary sample of firms operating in the 
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fashion industry. The six case companies are selected based on their concurrent high levels of 

ambidexterity balance and magnitude. Therefore, this thesis delimits to study ambidextrous firms’ 

exploitative and exploratory innovation strategies in order to explore the most sufficient and prominent 

strategies for firms operating in the fashion industry.  

 

1.7. State of the Industry 

The subsequent section addresses the situational context forming the foundation of this research. To 

demonstrate the importance of the simultaneous balance of exploitation and exploration in the fashion 

industry, this section provides an amplification of pressing market developments currently affecting the 

sample firms. Specifically, the industry will be addressed in light of the interrelated forces that currently 

shift major market trends, eventually affecting the firms operating in it.  

 
The current state of the fashion industry has emerged into an era of volatility, uncertainty and complexity 

(Sinha, 2016, Sun and Zhao, 2018) and is in the midst of a ‘global shakedown’ (BoF McKinsey & Co., 

2019). Due to the continuous development of advanced technologies, rapidly changing consumer 

demands and the emergence of e-commerce, firms operating in the global fashion industry must be 

willing to adapt and they must do so now (Sun and Zhao, 2018; BoF McKinsey & Co., 2019).  

 

McKinsey & Co. forecast 2019 as a year of awakening for fashion players where “external shocks lurk 

around the corner” (BoF McKinsey, & Co., 2018, p. 11). Firms operating in the industry must adapt to 

the future with a particular focus on digital-first and speed-to-market. Consumers require the industry to 

decline its physical shopping environment and develop omnichannel strategies, which concerns the 

bridging of the physical and online store and blurs the line between all channels of consumer-brand 

interactions (Verhoef et al., 2015). Furthermore, the organizational transformation to omnichannel has 

a positive effect on firm’s sales growth (Cao and Li, 2015). Additionally, by bringing advanced 

technologies into the production, firms enable the acceleration of central processes to quickly and 

flexibly react to customer demands in the future (Sun and Zhao, 2018).  

 

In addition to the need for digitalization, fashion players must proactively address sustainability. While 

consumer desires are driven by the need for variety, sustainability and affordability, and a global ethos 

is emerging, the fashion industry is criticized for their lack of organizational commitment to 

environmental and social issues (Pedersen et al., 2016). Customer relationships shape firm performance 
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in the industry (Kirca et al., 2005; Morgan et al., 2009; Adams et al., 2019) and firms must therefore 

proactively shape their strategic activities accordingly to ensure survival.  

 

According to BoF McKinsey & Co. (2018), Millennials have become the largest consumer segment 

worldwide and are predicted to account for 40% of global consumers by 2020. In particular, young 

consumers find sustainability and transparency meaningful and necessary and their attitudes towards 

consumption in the fashion industry is influencing other generations magnifying the impact of their 

preferences (BoF McKinsey & Co., 2019). With their high consumption rate and strong influence on 

other consumers, the younger generations are evidently significant for firms to target. Nonetheless, 

Challenger brands are disrupting the industry by rapid growth, social media fluency and e-commerce-

focused distribution, which the young consumers are more willing to follow.  

 

Therefore, in order to compete with Challenger brands, traditional fashion companies will have to 

continue innovation and leverage their scale to fast-track capability building in order to accelerate to 

consumer and market trends. The fashion industry is incremental by default, which thus leaves an 

excessive pressure on the shoulders of traditional fashion players (Pedersen et al., 2016; BoF McKinsey 

& Co., 2018). There is a need for firms to proactively shape their strategies and innovations in a way 

that explores new technologies towards new product developments, communications and distribution 

channels, yet exploit existing processes of the business model focusing the brand personality. Seen 

through the lens of organizational ambidexterity, firms operating in the industry must facilitate self-

disruptive strategies through the simultaneous balance of both exploitative and exploratory innovation 

in order to even have the chance of competing for success.  
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1.8. Structure of the Thesis 

In order to answer the proposed research question, this thesis is divided into different sections that 

collectively cover the fundamentals for a thorough project. This is illustrated in Figure 2 below.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 2: Structure of the Thesis 

 

Post the introduction of the research topic, the methodological choice is outlined concerning the 

philosophy of science and research approach. In addition, the literature review upon organizational 

ambidexterity with supporting theoretical framework is discussed for the evaluation of proxy 

measurement for organizational ambidexterity and firm financial performance. Following, the research 

design is outlined with a thorough deliberation of the chosen empirical research methods as the 

fundamental for answering the research question.  Subsequently, the quantitative research results and 

qualitative analysis are presented. Moreover, the discussion highlights the main findings of this thesis 

and critically assesses the empirical data results and analysis by addressing limitations, further research, 

and research and managerial implications. Finally, the conclusion answers the research question of this 

thesis.  
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2. Methodology 
This chapter presents an evaluation of the methodological choices made for this explanatory thesis in 

regard to the topic of ambidextrous innovation within the fashion industry. This chapter will follow the 

logical structure of the Research Onion presented by Saunders et al. (2016) in order to offer a clear and 

coherent overview of the research. The structure of the methodology and research design is presented 

below. Due to the general structure of this thesis, this chapter discusses the philosophy of science as well 

as the research approach, whereas the research design is further elaborated in Section. 5. 

	
	
	
	
	
	
	
	
	
	
	
	
	

Figure 3: Structure and choice of Methodology 

 

2.1. Philosophy of Science 

The paradigm of research philosophy explains the researcher’s way of looking at the world and the 

relationship to the subjects of research. Moreover, it relates to the development of knowledge and the 

nature of that knowledge towards understanding and explaining the phenomena being researched 

(Saunders et al., 2016, p. 124). The philosophy of science for this thesis concerns ontology, epistemology 

and axiology. Saunders et al. (2016) describe ontology as the researchers’ interpretation of the “nature 

of reality” and is therefore a comprehension of the world that is studied (p. 127). Additionally, 

epistemology constitutes what is acceptable knowledge in the study and how this knowledge is obtained 

(p. 127). Axiology refers to the judgment of value, in which values are the guiding reason of all human 

Philosophy of Science: Pragmatism 

Research Approach: Abductive 

Research Design: Explanatory sequential study 

Research Strategy: Quantitative Experiment  

followed by qualitative multiple case study 

Research Choice: Mixed-method strategy 
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action (Saunders et al., 2016). By ensuring a consistent philosophy of science throughout this research, 

the likelihood of a coherent and relevant study is increased (Saunders et al., 2016).  

 

Saunders et al. (2016) place objectivism and subjectivism at the opposing ends of the research 

philosophy continuum. This research does not adopt objectivism nor subjectivism. This is due to the fact 

that the research adopts a multidimensional set of continua rather than separate stances (Niglas, 2010; 

Saunders et al., 2016). Consequently, this thesis implements the pragmatic philosophy of science.  

 

The ontological perspective of the pragmatic researcher proclaims that concepts are only relevant where 

they support action (Kelemen and Rumens, 2008; Saunders et al., 2016). Pragmatism reconciles 

objectivism and subjectivism, facts and values, accurate and rigorous knowledge, and different 

contextualized experiences. Therefore, the pragmatic philosophy considers theories, concepts, 

hypotheses and research findings in terms of the roles they play as instruments of thought and action 

and in terms of their practical consequences in specific contexts (Saunders et al., 2016, p. 143). 

 

In the light of the pragmatic philosophy, reality matters as practical ideas and knowledge is valued for 

enabling actions to be carried out successfully. This thesis emerges from the pragmatic view, in which 

“the most important determinant of the research philosophy is the research question” (Saunders et al., 

2016, p. 143). Therefore, the research question acts as the fundament for the process by which this thesis 

is carried out. From this standpoint, the epistemic interest of this research guides the choice of 

explanations and methodological tools, based on the assumption that no single point of view can ever 

give the entire picture and that there may be multiple realities (Saunders et al., 2016).  

 

In regard to the pragmatic view, this thesis adopts the methods that enable credible, well-founded, 

reliable and relevant data to be collected at the advance of the research (Kelemen and Rumens, 2008). 

Moreover, all philosophical positions rely on assumptions and can only be judged pragmatically 

suggesting this position result in better explanations Saunders et al. (2016).  

 

Concerning the value-driven axiology, it is underlined that the values of the pragmatic researchers drive 

the reflective process of inquiry (Saunders et al., 2016). In conclusion, the pragmatic view provides an 

overarching view of the field of study with practical solutions for contemporary and future practice by 

reconciling both objectivism and subjectivism.  
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2.2. Research Approach 

The academic concept of ambidexterity is increasingly studied by researchers. However, existing 

literature within the field of ambidextrous innovation is still fragmented and its application to firms 

operating in the fashion industry is limited.  

 

In order to engage in a research that can contribute to the field, this thesis implements the abductive 

approach. Abduction enables a stretch of existing theory and acknowledges a combination of 

quantitative and qualitative data (Saunders et al., 2016).  Abduction is to look for a pattern in a 

phenomenon (Pierce, 1878a) and is, unlike deduction and induction, a type of critical thinking rather 

than symbolic logic (Yu, 1994). Abduction enables the generation of new ideas and hypotheses (Yu, 

1994). Furthermore, by applying the abductive research approach, the consistency of this research is 

enhanced in relation to the chosen philosophical stance of pragmatism.  

 

The abductive approach to widely applied in exploratory data analysis (Pierce, 1878a; Yu, 1994). 

Nonetheless, scholars also implement abduction to explanatory research studies (Eastwood et al., 2014) 

in order to investigate relationships (Dubois and Gadde, 2002). Moreover, a criticism of inductive and 

deductive reasoning lies in which neither contribute to the development of explanatory theories 

(Eastwood et al., 2014). In the light of this, the abductive approach allows for a flexible process of data 

collection between primary and secondary data, with which the theoretical grounds within the topic are 

of high significance towards the topic of reason. 
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3. Literature Review 

In order to grasp the full theoretical scope and importance of organizational ambidexterity in the context 

of this research, the intersection between ambidextrous innovation, competitive strategy and sustainable 

firm performance will delineate this literature review. Accordingly, a digest of empirical papers with 

conceptual, theoretical, and empirical relevance within the concept is systematically and objectively 

reviewed. Acting as the theoretical pillar of this thesis, the literature review bridges the still widely 

unexplored field of organizational ambidexterity with the dual balancing of exploitative and exploratory 

logics as sources of innovation and sustained firm performance. Following the systematic reviews 

conducted by Raisch and Birkinshaw (2008), O’Reilly III and Tushman (2013), and Lis et al. (2018), 

the emergence of organizational ambidexterity as a key concept in organizational literature is evaluated 

with a distinct focus on interconnected literature streams.  

 

3.1. Organizational Ambidexterity  

The academic concept of organizational ambidexterity has evolved to obtain a strong position in 

contemporary management literature over the past two decades (Lis et al., 2018). The growing appeal is 

argued to be a reflection of its versatility, as the construct has been widely linked with competitive 

advantage and sustained firm performance (Birkinshaw and Gupta, 2013). The word ambidexterity is 

derived from the Latin ambos ‘both’ and dexter ‘right’. In its original definition, ambidexterity refers to 

an individual’s capacity to use both hands with equal skill, ease and dexterity (Raisch and Birkinshaw, 

2008).  

 

This notion is adopted today in the organizational context by referring to organizations that are equally 

dexterous, able, and resourceful in exploiting and exploring existing and new business opportunities 

(Birkinshaw and Gupta, 2013; Simsek, 2009). While the pioneering author Robert Duncan (1976) was 

the first to coin the term ‘organizational ambidexterity’, it was March’s (1991) landmark work that 

fifteen years later propelled the interest in the concept. Going from this, the academic attention to the 

concept flourished (O’Reilly III and Tushman, 2013). The concept became well received by practitioners 

in the mid-nineties after Tushman and O’Reilly (1996) contributed to the managerial debate regarding 

how firms should cope with what Christensen (1997) later defined as disruptive innovation (Birkinshaw 

and Gupta, 2013). This revelation essentially placed the notion of organizational ambidexterity on the 

map in the practical business world due to its relevance in exploiting and exploring opportunities in 

uncertain business environments.  
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The increased attention to the concept of organizational ambidexterity from scholars and practitioners 

has elucidated the importance of its application in managerial contexts. As an evolving concept in 

management literature, the academic discussion on ambidexterity has since its inception evolved to bring 

about miscellaneous perspectives to its meaning and measurement (Birkinshaw and Gupta, 2013). The 

proliferation of interest has led to an abundance of empirical studies (e.g. Venkatramen et al., 2007; He 

and Wong, 2014), theory papers (O’Reilly and Tushman, 2008; Simsek et al., 2009), review articles (Lis 

et al., 2018, Lavie et al., 2010; Raisch and Birkinshaw, 2008) and several symposiums (O’Reilly III and 

Tushman, 2013; Birkinshaw and Gupta, 2013). While the outburst of interest in organizational 

ambidexterity has deepened understanding of the theory, it has also broadened the scope of its 

application to managerial practices.  This has consequently led to an emergence of various perspectives 

to the underlying constructs and outcomes of ambidexterity (e.g. Gibson and Birkinshaw, 2004; O’Reilly 

III and Tushman, 2013; Birkinshaw and Gupta, 2013).  

 

Even though a complex and fragmented construct, a persistent theme in the literature is clear. The 

majority of scholars emphasize that the ambidextrous organization is one that is aligned and efficient in 

managing today’s business demands, while simultaneously adaptive to changing environments in order 

to survive the challenges of tomorrow (Duncan, 1976; Tushman and O’Reilly, 1996; Gibson and 

Birkinshaw, 2004). As emphasized by Tushman and O’Reilly (1996, p.8): 

 
“To remain successful over long periods, organizations must be ambidextrous – able to implement 

both incremental and revolutionary change.”  

 

This idea addresses the central paradox within the concept of organizational ambidexterity: The demand 

for both exploitative and exploratory activities to realize opportunities. Some scholars argue that these 

dual tensions of the two logics convey an imperative trade-off in terms of the opportunity costs that 

emerge when pursuing one strategy at the expense of the other (Duncan, 1976; Gibson and Birkinshaw, 

2004). Whereas the opposing view underline a synergistic, paradoxical relationship between the two, in 

which it is argued that an optimal equilibrium exists in achieving simultaneous balance of the two 

(March, 1991; Martini et al., 2012). The latter perspective to organizational ambidexterity highlights 

that organizations frequently stand to face trade-offs in strategic decision-making, and propels the idea 

that successful firms can reconcile the dual tensions to an extent that facilitates long-term 

competitiveness and superior firm performance (Raisch and Birkinshaw, 2008, Gibson and Birkinshaw, 

2004; March, 1991). 
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3.1.1. Exploitation versus Exploration  

Even though being a multi-dimensional concept, there is a general consensus regarding organizational 

ambidexterity in the proclamation that organizations deal with dual tensions of exploitation and 

exploration. Since the seminal work of March (1991) the central discussion regarding organizational 

ambidexterity has concerned the paradox between allocating scarce resources to exploiting existing 

certainties or exploring new possibilities. These paradoxical circumstances of ambidexterity entail the 

way of which firms make implicit and explicit strategic decisions (March, 1991; Birkinshaw and Gupta, 

2013). The basic problem confronting an organization is to engage in sufficient exploitation to ensure 

its current viability and simultaneously devote enough energy to exploration to ensure future viability. 

 

“The essence of exploitation is the extension of existing competences, technologies and paradigms. Its 

returns are positive, proximate and predictable. The essence of exploration is experimentation of new 

alternatives. Its returns are uncertain, distant and often negative.” (March, 1991 P: 85). 

 

This elucidates that the two logics of exploitation and exploration are contradictory by default. They 

represent different organizational outsets and call for divergent managerial practices (Chen, 2017). 

March (1991) emphasizes that exploitation motivates the utilization of resources and capabilities already 

existent in the firm, whereas exploration vindicates the discovery of new resources or business 

operations. Additionally, March (1991) clarifies that exploitation refers to refining and improving 

products in an existing marketplace, whereas exploration seeks to discover new products and services 

that will define new marketplaces.  

 

Gupta et al. (2006) argue that the dual exploration and exploitation modes compete against each other 

for scarce organizational resources such as financial resources, human resources and even managerial 

attention, as they require fundamentally different mindsets and capabilities (Gupta et al., 2006). 

Consequently, the majority of literature streams agree that organizing for ambidexterity is a challenging 

endeavor for firms of all sizes; even though being a somewhat straightforward concept, the simultaneous 

enactment of exploitative and exploratory strategies demand a balanced employment of resources (e.g. 

Levinthal and March, 1993; March 1991; Raisch and Birkinshaw, 2008; Simsek et al., 2009).  

 

To continue, exploitation and exploration require substantially different structures, processes, strategies, 

capabilities, and cultures in effectively pursuing both strategies and both often have different impact on 

firm adaptation and performance (He and Wong, 2004). Exploitation is generally associated with 

efficiency, mechanistic structures, tightly coupled systems, control and bureaucracy, and continuous 
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technologies and knowledge. Exploration, on the other hand, is associated with organic structures, 

loosely coupled systems, improvisation, autonomy, and emerging markets, customers and technologies 

(O’Reilly III and Tushman, 2011; Gupta and Birkinshaw, 2013; Lis et al., 2018). A general consensus 

is that exploitative firms are performance-oriented with a focus on incremental adjustments and 

improvements for existing customers. In contrast, exploratory firms generate a broader performance 

variation by capturing substantial effects from emergent consumers and markets through radical 

activities (He and Wong, 2004; Lis et al., 2018). In line with the idea that different structures are 

required for exploitation and exploration, scholars generally agree that there exists a trade-off in 

balancing the two strategic modes. As March (1991, p. 71) emphasizes: 

 

“Adaptive processes, by refining exploitation more rapidly than exploration, are likely to become 

effective in the short run but self-destructive in the long run.” 

 
Exploitation may appear more attractive, as adaptive refinement processes are implemented faster 

and lead to returns in the short run. However, the exclusive pursuit of exploitation for short-term 

returns will result in these firms finding themselves in suboptimal stable equilibria. Conversely, 

adaptive firms focusing on exploration to the exclusion of exploitation may suffer the costs of over-

experimentation without realizing full potential benefits (March, 1991). This is mainly due to 

undeveloped new initiatives without sufficient capability building. In light of all this, theory argues 

that balancing the dual tensions seemingly bestows a paradox in which firms must manage both to 

achieve optimal outcomes (March, 1991; Levinthal and March; 1993; Raisch and Birkinshaw; 

2013). 

 

3.1.2. Conceptualizing Organizational Ambidexterity 

Duncan (1976) was the first to introduce the term ‘organizational ambidexterity’ arguing that 

“organizations manage trade-offs between conflicting demands by putting in place “dual structures”, 

so that certain business units focus on alignment, while others focus on adaptation” (Duncan, 1976; 

Gibson and Birkinshaw, 2004, p. 209).  Gibson and Birkinshaw (2004) refer to the findings of Duncan 

(1976) as structural ambidexterity, which has since emerged to become one of the central perspectives 

in literature on inter-organizational structure (Kauppila, 2010). While Duncan (1976) is the pioneering 

scholar of organizational ambidexterity, the landmark article of March (1991) has been frequently cited 

as the catalyst for today’s attention to organizational ambidexterity in contemporary literature (Raisch 

and Birkinshaw, 2008; Lis et al., 2018).  
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The central tension organizations are confronted with is the question as to whether they should exploit 

to ensure current viability or devote energy to explore future opportunities (Levinthal and March, 1993). 

In order for an organization to be ambidextrous, it must reconcile internal tensions and conflicting 

demands in their environments (Raisch and Birkinshaw, 2008) and thus, engage in the two conflicting 

activities, exploration and exploitation, simultaneously (Luger et al., 2018).  Therefore, balancing 

between exploration and exploitation is the main challenge of successful organizational ambidexterity 

(March, 1991). 

 

In line with this, March’s seminal work (1991) postulated that organizations need both exploitation and 

exploration in order to realize superior performance and integrate strategic development effectively and 

efficiently (March, 1991; Lis et al., 2018). By combining and balancing the two tensions simultaneously, 

March emphasizes that ambidexterity allows organizations to be creative and adaptable while able to 

run their businesses and serve existing customers in a traditional manner (O’Reilly and Tushman, 2004; 

Lis et al., 2018). Raisch and Birkinshaw (2004) support to the view of March (1991) by underlining the 

importance of the simultaneous balance of the dual tensions. From this, scholars shifted the focus from 

the seemingly contradictory trade-off tensions (either/or) to a paradoxical (both/and) thinking (Gibson 

and Birkinshaw, 2004). From this insight, the concept of contextual ambidexterity emerged as a contrast 

to Duncan’s (1976) structural ambidexterity.  

 

Contextual ambidexterity arises from features in the firm-level context and is “the behavioral capacity 

to simultaneously demonstrate alignment and adaptability across an entire business unit” (Gibson and 

Birkinshaw, 2004, p. 210). Post the revelation of March (1991), the theory of organizational 

ambidexterity gained strong foothold in the field of strategy as a crucial antecedent of successful firm 

performance. Its positive associations with organizational outcome such as firm profitability and growth 

(Gibson and Birkinshaw, 2004; He and Wong, 2004; Lubatkin et al., 2006), knowledge sharing (Im and 

Rai, 2008) and organizational responsiveness (Gilbert, 2006) highlight why the interest in organizational 

ambidexterity is warranted (Kauppila, 2010).  

 

In light of this, the theory of contextual ambidexterity differs fundamentally from the traditional concept 

of structural ambidexterity (Duncan, 1976). The former is achieved by enabling and encouraging 

simultaneity whereas the latter is reached through establishing dual inter-firm structures. While Duncan 

reasoned the ‘monodextrous’ firm units with spatial separation (structural ambidexterity), McDonough 

and Leifer (1983) present a counter-concept; parallel structures. Here they emphasize flexible employee-

switching between exploitative and exploratory activities and therefore argues that spatial separation of 
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the two tensions is not necessary (McDonough and Leifer, 1983; Gusenleitner, 2016). Additionally, 

parallel structures became the fundamental idea behind the emergence of contextual ambidexterity 

(Raisch et al., 2009; Tushman and O’Reilly, 1998).  

 

Conversely, sequential ambidexterity enables exploration and exploitation through temporal separation 

(Chen, 2017). This type of ambidexterity is based on the idea that firms can focus their attention on 

exploitation during one period of time and on exploration during another period of time. The concept is 

therefore argued to enable facilitation of both strategies without compromising either (Chen, 2017). 

Sequential ambidexterity is seemingly effective at the project level, in which it allows firms to use 

different managerial practices to manage projects at various stages (Chen, 2017). However, the pursuit 

of sequential ambidexterity requires organizations to shift back and forth between exploitation and 

exploration logics, structures and processes, which is a resource-intensive process (Christensen and 

Overdorf, 2000).  

 

In combining all, Chen (2017) presents a new emerging concept that refers to both structural 

ambidexterity (Duncan, 1976), contextual ambidexterity (March, 1991), and sequential ambidexterity 

(O’Reilly and Tushman, 2013). ‘Dynamic ambidexterity’ realizes structural ambidexterity at the 

corporate level by dedicating some business units to exploration and others to exploitation. 

Simultaneously, contextual ambidexterity is realized at business-unit level by creating a context in which 

employees within each are encouraged to explore and exploit. Finally, sequential ambidexterity is 

facilitated at the project level by matching projects at different stages to business units with different 

characteristics (Chen, 2017, p. 386). According to Chen (2017), “dynamic ambidexterity accommodates 

the contradictory logics of exploration and exploitation and helps ensure long-run organizational 

survival and prosperity” (p. 392).  

 

Scholars refer to dynamic ambidexterity as highly beneficial in the long-run, as it enables firms to 

address disruptive threats and resolve the innovators dilemma through mitigating the limitations of 

existing forms of ambidexterity and building organizational capabilities to explore and exploit 

(Christensen, 1997; Chen, 2017). Recent studies elucidate that both separation and integration are 

essential for optimal economic outcome (Jansen et al., 2009; Kauppila, 2010), which again highlights 

the benefits of the dynamic ambidexterity concept. Rigorous streams of research argue that separation 

is needed to engage in extensive exploitation and exploration strategies, where interorganizational teams 

act as beneficial support systems (Kauppila, 2010). In light this, a conceptualization of antecedents, 

moderators and outcomes is needed to truly grasp the concept of organizational ambidexterity. 
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3.1.2.1. Antecedents, Moderators and Outcomes  

Gibson and Birkinshaw (2004) propose that ambidexterity arises from the business unit context. Streams 

of literature support this view in recognizing that firm-structures, management systems and other firm 

characteristics are crucial antecedents of ambidextrous strategies (Kauppila, 2010; Lis et al., 2018; 

Raisch and Birkinshaw, 2008). Studies have also defined organizational structures, behavioral contexts, 

and leadership processes as antecedents of ambidexterity (Raisch and Birkinshaw, 2008). Specifically, 

Adler et al. (1999) emphasize the importance of employee training and trust in relationships with 

management as key facilitators. Conversely, Tushman and O’Reilly (1996) identify a decentralized 

structure, a common culture and vision, and supportive and flexible leaders as the key sources of 

ambidexterity. Furthermore, environmental factors and market orientation affect the relationship 

between antecedents, elements of ambidexterity and firm performance (Raisch and Birkinshaw, 2008). 

Market orientation is found to facilitate a complementarity of high levels of marketing exploitation and 

marketing exploration strategies resulting in improved new products and sustained financial 

performance (Kyriakopoulos and Moorman, 2004; Raisch and Birkinshaw, 2008). 

 

Interestingly, a recent study by Marín-Idárraga et al. (2016) emphasizes the dynamic antecedents of 

exploitation and exploration success through the lens of the resource-based view and the dynamic 

capabilities approach. What is noteworthy from their theoretical discussion is that ambidextrous 

innovation is specifically facilitated by the antecedents of exploration, as these are expected to facilitate 

not only radical but also incremental innovations (Marín-Idárraga et al., 2016). Through their study on 

managers’ cognitive mapping in strategic planning, their results provide interesting ideas for the 

academic discussion on dynamic facilitators of organizational ambidexterity.  

 

Essentially suggesting that antecedents of exploitation and exploration should not be viewed as separate 

means for different types of innovation, but as sets of resources with which firms can build 

configurations that facilitate incremental and radical innovation (Marín-Idárraga et al., 2016; Güttel et 

al., 2015). Prior research provides strong evidence of ambidexterity’s positive performance effect (Junni 

et al., 2013, Lavie et al., 2010; Raisch et al., 2009). However, in order to overcome the issues associated 

with building ambidextrous capabilities, firms must focus on organizational mechanisms such as firm-

level structures (Tushman and O’Reilly, 1996), contexts (Gibson and Birkinshaw, 2004), networks 

(Rogan and Mors, 2014), leadership systems (Lubatkin et al., 2006), incentive systems (McCarthy and 

Gordon, 2011), and control systems (McGrath, 2001).  
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Central moderators of ambidexterity management are highlighted as external factors affecting firms’ 

strategic change management systems. Particular in disruptive business settings, where the environment 

experiences rapid change and discontinuous technological innovation, demand is shifting and firms need 

to respond with fast reaction times, which according to the literature calls for exploratory strategies 

(Tushman and O’Reilly, 1996; Luger et al., 2018). By engaging in exploratory innovation, firms can 

cope with discontinuous environments and disruptive settings by acquiring new capabilities and systems 

to capture emergent customers and markets (Lis et al., 2018). These macroenvironmental changes 

directly affect competitive environments and thus require a certain level of dynamism for long-term 

competitiveness, only facilitated by becoming ambidextrous (Floyd and Lane, 2000; Levinthal and 

March, 1993). 

 

In light of the above, the general theoretical discussion within the field seems to have reached a 

consensus regarding the fact that organizational ambidexterity happens at firm-level facilitation (e.g. 

Adler et al., 1999; Tushman and O’Reilly, 1998; Güttel et al., 2013). It is clear that there exists a line of 

agreement in terms of the understanding that ambidextrous firms simultaneously balance the dual 

tensions of exploitative and exploratory demands (Raisch et al., 2009; Tushman and O’Reilly, 1998). 

After the pioneering work of March (1991) it has come to be generally acknowledged that the 

simultaneous balance of the two activities is vital for firm survival and growth (March, 1991; Raisch 

and Birkinshaw, 2008; Gusenleitner, 2016). Consequently, organizational ambidexterity has come to be 

understood as a criterion for resilient firm performance and growth.  

 

3.1.3. Ambidexterity Operationalization  

Frequently cited publications on the ambidextrous organization contain the conceptualization and 

emphasis on the significance of distinct and diverse concepts (Lis et al., 2018). This highlights the 

multilevel nature of organizational ambidexterity and furthermore explains numerous branches of 

themes that have evolved throughout the past decade. Recent studies on ambidexterity have introduced 

new models and approaches to ambidexterity, making the concept relevant within various fields of 

business practice including managerial capabilities (O’Reilly III & Tushman, 2004; Martinich, 2005; 

Maier, 2015; Bicen, 2007), marketing management (Hughes, 2018; Bicen, 2007), strategic innovation 

(Scott, 2014) and organizational culture (Lubatkin et al., 2006). The multilevel dimension of 

ambidexterity makes the concept’s deployment relevant in an external setting by demonstrating 

ambidexterity effects on market and firm performance (Scott, 2014; Martini et al., 2012; Birkinshaw 

and Gupta, 2013). Empirical studies place emphasis on the difference of achieving organizational 
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ambidexterity within different cases and business settings. The concept has been applied in terms of 

enabling both creativity and efficiency (Tahar et al., 2011; Jansen et al. 2006; Lis et al. 2018). Finally, 

O’Reilly III and Tushman (2004), Martinich (2005) and Maier (2015) emphasize the importance of 

managers’ capabilities to facilitate the construction of ambidextrous organizations (Lis et al., 2018). As 

a result, managerial implications of ambidexterity emphasize a multi-levelled construct with numerous 

perspectives for business practice. 

 

The common understanding amongst researchers is that sustained success requires integration of the 

contradicting aims of short-term efficiency and long-term innovation. The concept and value of 

organizational ambidexterity is simple to grasp, but the matter becomes complex when considering its 

multi-level nature. Luger et al. (2018) demonstrate that becoming ambidextrous requires more than 

focusing on the company as a whole but also taking a look at the lower levels of the organization, which 

includes managers, teams and individual employees. Güttel et al. (2015) add on to this notion of the 

extended perspective by emphasizing the role of the context in structurally ambidextrous organizations. 

The central extraction from their study is that firms must manage different tensions on multiple levels, 

in referral to spatial separation as presented above. In particular, they distinguish between the learning 

dimension and the flexibility dimension of organizational ambidexterity. The learning dimension refers 

to balancing incremental and radical innovations, while the flexibility dimension refers to balancing 

alignment and adaptability in terms of the enterprise’s organizational design. Güttel et al. (2015) argue 

that both dimensions must be balanced simultaneously to form a bridge at multiple levels of the 

organization (Lis et al., 2016; Güttel et al., 2015). 

 

3.1.4. The Ambidexterity Premise 

A general argument in the literature is that firms need to achieve a balance between exploitation and 

exploration to achieve superior firm performance (e.g. Tushman and O’Reilly, 1996; Raisch and et al., 

2009; Lis et al., 2018). This consensus has come to be referred to as “the ambidexterity premise”, which 

accentuates that ambidextrous firms are capable of simultaneously exploiting and exploring existing and 

emergent business opportunities. The ambidexterity premise clarifies the vital relationship between 

organizational ambidexterity and firm financial performance, which essentially led to the increased 

number of empirical studies to focus on the interrelatedness of the two constructs (March, 1991; 

Tushman and O’Reilly, 1996; Gibson and Birkinshaw, 2004).  



	 27 

 
Figure 4: The Ambidexterity Equilibrium (Source: Authors’ own creation) 

 

While it is claimed that the two activities require fundamentally different skills and strategies, and the 

pursuit of both is consequently resource-intensive, organizations are arguably capable of pursuing the 

two simultaneously (March 1991; Levinthal and March, 1993; Raisch et al., 2009). Tushman and 

O’Reilly (2013) emphasize that, even though being costly, the benefits of organizational ambidexterity 

will outweigh its implementation costs. This is particularly true in dynamic environments, in which the 

synergistic effects between the two ensures sustained competitive advantage in uncertain settings 

(Tushman and O’Reilly, 1996; O’Reilly and Tushman, 2013; Junni et al., 2013). Colbert (2004) defends 

this statement in emphasizing that the integration of both leads to competitive advantage. In conclusion, 

building from March (1991), maintaining an appropriate balance between exploration and exploitation 

is critical for short- and long-term firm survival and prosperity.  

 

In continuing, organizational literature consistently demonstrate that successful firms are ambidextrous 

(Lavie et al., 2012; Raisch and Birkinshaw, 2008; Tushman and O’Reilly, 1996). It is argued that this 

success stems from securing long-term prosperity by balancing continuity and change (Raisch and 

Birkinshaw, 2008). Therefore, mastering organizational ambidexterity enables firms to deal with 

adaptation and alignment to new market trends (Gibson and Birkinshaw, 2014), incremental and radical 

innovation (Jansen et al., 2006), product development (Rothaermel and Deeds, 2004), and local and 

distant search (Katila and Ahuja, 2002). In light of all the above, a general consensus underlines the 

central argument of the ambidexterity premise; ambidextrous firms realize improved firm financial 

performance.  
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3.1.4.1. Ambidexterity and Firm Performance  

 
The fundamental link that is drawn from the concept of organizational ambidexterity is its imperative 

relationship with firm performance. A central discussion evolves around the idea that organizations 

constantly find themselves in a paradox of internal tensions between exploiting and exploring 

opportunities. Nonetheless, it has now been elucidated that, by managing this paradox through balancing 

the dual tensions simultaneously, firms can realize sales growth and long-term prosperity (e.g. Raisch et 

al. 2009; Tushman and O’Reilly, 1996; Lis et al., 2018). Junni et al. (2013) emphasize the importance 

of ambidexterity in the context of dynamic environments, where competitive advantage is rarely 

sustainable due to unforeseen market changes. Ultimately, the authors argue that ambidextrous strategies 

facilitate long-term performance by the integration of exploratory innovation that allows the firm to 

adapt to market developments (Junni et al., 2013; March 1991).  

 

To continue, dynamic organizations must allocate resources to the simultaneous pursuit of exploitative 

and exploratory innovations in realizing sustained firm financial performance. In maximizing value 

creation, it naturally follows that the firm cannot concentrate all activities and resources on one activity 

at the expense of the other. But in line with concurrent theoretical streams from organizational 

ambidexterity, there exists a synergistic optimum in engaging in both exploitation and exploration 

simultaneously. This line of reasoning is supported by e.g. March (1991), Levinthal and March (1993), 

Raisch et al. (2009). Consequently, the organization’s ability to reconcile both activities in an integrated 

and ambidextrous manner will essentially allow for sustained competitive advantage and superior firm 

performance (Raisch and Birkinshaw, 2008; Lis et al., 2018). 

 

The central opinion is that the implementation costs of organizational ambidexterity are outweighed by 

the positive effects on financial growth in dynamic business settings (Tushman and O’Reilly, Junni et 

al., 2013). The core message is that there is a positive and significant relationship between organizational 

ambidexterity and firm performance in terms of revenue growth, which underlines the imperative 

importance of the construct (Junni et al., 2013). Previous empirical studies have measured performance 

by including both objective and perceptual measures.  

 

Growth and profitability have been the most popular measures of objective performance measurement 

(He and Wong, 2004). Where perceptual performance measures include relative comparison to 

competitors, customer satisfaction, and membership growth (Junni et al., 2013). It is argued that 

exploratory strategies generally refer to sales growth, as exploration takes the firm to new customers and 
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market segments, while exploitation leads to profitability growth in terms of effectivization of systems 

and processes (He and Wong, 2004; Junni et al., 2013).  

 

3.1.5. Trade-Off or Paradox? 

Based on the idea that different structures are required for exploitation and exploration, several authors 

suggest that for long-term survival, organizations need to accommodate both (O’Reilly III and Tushman, 

2013). March (1991) highlights the importance of balancing the dual tensions for two distinct reasons. 

Firstly, the exclusive engagement in exploitation, “success trap”, may lead to inertia and the inability to 

adapt to changing environments when experimentation is neglected due to previous success experienced 

through refinement of skills (March, 1991; Junni et al., 2013).  

 

Secondly, the exclusive deployment of exploratory activities, the ‘failure trap’, should never outplay 

the exploitation activities. Excessive investment in innovation may not lead to long term success when 

the focus lies on the explorations of new alternatives without the true improvement of existing 

competencies (Gusenleitner, 2016; March, 1991). This notion lies at the center of the theoretical 

discussion concerning the underlying constructs in organizational ambidexterity and the complex issue 

of whether the theory presents a trade-off or rather a paradox with a perfect equilibrium optimum.  

 

Organizational ambidexterity, above all else, refers to the capability of reconciling exploitation and 

exploration (March, 1991; Birkinshaw and Gupta, 2013). The simultaneous balance and linkage of the 

dual tensions is at the heart of the complex construct. If applied and balanced decorously, it promises 

superior firm performance and long-term sustained competitiveness (Gusenleitner, 2016; March, 1991; 

O’Reilly and Tushman, 2013). Therefore, theory argues that the long-term success of an organization 

can be assured by the appropriate use of exploitation to guarantee viability and the simultaneous use of 

exploration to guarantee success in the future (March, 1991).  

 

According to Smith et al. (2010), exploiting existing knowledge and products is rooted in the past and 

involves variance-reducing activities and risk minimization, making the strategy more common in 

mechanistic, centralized and hierarchical firm structures. In contrast, exploring new opportunities is 

future-looking and involves variance-increasing activities and risk taking, ultimately making the strategy 

common within organic and decentralized organizations (Smith et al., 2010). 
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In the light of this, Gupta et al. (2006) emphasize that the discussion regarding whether the dual tension 

of the exploitation and exploration is a trade-off or a paradox depends on the firm itself. The authors 

argue that if the two activities compete for scarce resources within a firm, a trade-off is implied as 

pursuing one activity would be at the expense of another potentially pursued activity. On the other hand, 

resource-sufficient firms deal with a paradox of optimal balancing of the two (Gupta et al., 2006). This 

finding implies that where the premise is continuity, “the correct tests for the beneficial effects of balance 

would be to test for an inverted U-shaped relationship between the degree of exploitation and 

exploration and organizational performance” (Gupta et al., 2006, p. 697) (Figure 5). However, when 

orthogonality is the premise, the correct test would be for the positive interaction effect of the two types 

of activity on organizational performance (Gupta et al., 2006; Gusenleitner, 2016). 

 

 
 

Figure 5: The Inverted U-shaped Relationship (Source: Authors’ own creation) 
 

3.2. Measuring Ambidexterity 

Despite a general agreement on the benefits of ambidexterity, empirical evidence is still fragmented in 

terms of providing conceptual clarity on the measurement of organizational ambidexterity. Even though 

it is evident that a simultaneous balancing of exploitation and exploration secures long-term success 

(Raisch and Birkinshaw, 2008) and leads to superior firm performance (Tushman and O’Reilly, 1996; 

Raisch et al., 2009; Lis et al., 2018), consensus regarding the measurement is lacking. From Junni et 
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al.’s (2013) symposium, it is found that the best measurement of ambidexterity lies in the combined 

measure, integrating high levels of exploitation and exploration. The authors argue, that while the 

balance dimension is a valid measurement, the construct solely concerns the relative balance between 

the two activities. This essentially suggests that by only focusing on the ratio between both, this may in 

some cases represent low levels of exploitation and exploration (Junni et al., 2013). The authors 

conducted a meta-analysis on the organizational ambidexterity-performance link in which they 

highlighted a significant, but weaker, link between balance and firm performance, in comparison with 

the combined measure.  

 

The interpretation has furthermore been applied at different levels of analysis involving network level, 

firm level, business and multi-unit level, process, practice and individual (Cantarello et al., 2011; Martini 

et al., 2012). As a result of this cross-study interpretation of organizational ambidexterity, the 

operationalization of the construct has become fragmented. In dealing with the complexity of the 

operationalization of organizational ambidexterity, the majority of scholars have either adopted a focus 

on the firm’s effort to increase the magnitude of exploitation and exploration or to match and balance 

the dual tensions (Lubatkin et al., 2006; Martini et al., 2012). In its core, these two perspectives are 

referred to as the balance dimension of ambidexterity (BD) and the combined dimension of ambidexterity 

(CD) (Gupta, 2006; Cao et al., 2009).  

 

According to Cao et al. (2009), BD corresponds to a firm’s orientation to simultaneously balancing the 

dual tensions of exploitative and exploratory activities. In contrast, several authors underline that CD 

corresponds to the combined magnitude of exploitation and exploration (Martini et al., 2012; Cao et al., 

2009; Junni et al, 2013). The two dimensions are interpreted as conceptually distinct and rely on different 

causal mechanisms to enhance firm performance. Authors find that the two dimensions have synergistic 

effects, meaning that concurrent high levels of both BD and CD yield superior firm performance effects 

(Cao et al., 2009). Furthermore, the authors find that resource-constrained firms obtain greater benefits 

from BD, while CD has higher impact for firms that have greater access to internal and external 

resources. The results indicate that firms with limited capabilities should focus resource allocation to 

manage trade-offs between exploration and exploitation activities, while firms with sufficient resources 

can and should pursue simultaneous increase of both demands (Cao et al., 2009). 

 

The general balance measure, calculated as BD = Exploitation – Exploration, exclusively take into 

account the differences between the exploitation and exploration activities in order to capture the firm’s 

balancing ability. This essentially implies that a firm with low levels of both (e.g. Magnusson and 
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Martini, 2008) could potentially obtain the same ambidexterity evaluation as a firm with high scores on 

both (e.g. Morgan and Berthon, 2008; Martini et al., 2012). Even though this method indicates a firm’s 

ability to simultaneously balance the dual tensions, the insights will not be sufficient in measuring 

ambidexterity effects on firm performance (Martini et al., 2012). On the contrary, the combined measure, 

CD = Exploitation +/x Exploration, accentuates the firms that engage in high levels of either exploitation 

or exploration and only partially and indirectly consider balancing efforts. Surely, by multiplying the 

two, the combined measure would have a low outcome if e.g. exploitation = 7 and exploration = 0 (0 x 

7 = 0). As portrayed in previous literature, the following expressions describe how the dimensions are 

currently operationalized: 

 

Combined Ambidexterity (CD) = A * B 

Balanced Ambidexterity (BD) = A – B 

 

In light of the above, an organization is ambidextrous in terms of innovation (1) if it scores high on both 

exploitative and exploratory innovation strategies, in which the product of the two scores would be a 

good proxy measure of ambidexterity, and (2) if the firm has a relatively equal emphasis on both 

dimensions. Concerning innovation, the interaction between explorative and exploitative innovation 

strategies is positively related to sales growth rate (Cao et al., 2009). This is difficult for managers to 

obtain, and they must manage this tension between exploration and exploitation on a continuous basis 

through the development of synthesizing capabilities to create a competitive advantage from conflicting 

forces. Despite the balance between exploitation and exploration, operating with low levels of both may 

not contribute to superior firm performance (Martini et al., 2012). 

 

Cao et al. (2009) evaluated both CD and BD in an effort to comprehend their independent effects, they 

found that concurrent high levels of both yield synergistic benefits. Moreover, in this regard the 

ambidexterity optimum was found to depend strongly on the firm itself; when resources are scarce and 

insufficient, the dual balancing between exploitative and exploratory activities becomes a trade-off. 

Pursuing one would thus be at the expense of the other. In contrast, resource-sufficient firms both can 

and should simultaneously pursue exploitation and exploration initiatives, which lead to desirable 

outcomes (Martini et al., 2012; Cao et al., 2009). Nonetheless, the various approaches to the 

measurement of organizational ambidexterity still lack in providing a single index to measure 

organizational ambidexterity. In light of this, an integrate measure capturing both dimensions seem 

imperative in order to effectively detect organizational ambidexterity and its effects on firm financial 

performance.  
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3.2.1. The Integrate Ambidexterity Measure 

Martini et al. (2012) went about the issue of operationalizing organizational ambidexterity by reviewing 

existing literature streams concerned with the measurements of exploitation and exploration initiatives. 

The central contribution of the authors is their proposal for a new, integrate measurement of a holistic 

ambidexterity evaluation. They propose and test an alternate way of measuring ambidexterity by 

simultaneously and explicitly including both the combined and balanced dimension (CD and BD) in an 

overall index: The integrate ambidexterity measure (Martini et al., 2012). Following the work of Cao et 

al (2009), the authors consider both the overall impact of the exploration and exploitation capabilities, 

and the capability of the simultaneous reconciliation of the two at an operational level. Consequently, 

Martini et al (2012) support the synergistic view of organizational ambidexterity in emphasizing that the 

relationship between exploitation and exploration is complementary rather than a trade-off. This 

viewpoint is supported in a variety of recent literature (e.g. Gupta el al., 2006; Cao et al., 2009; Aloini 

et al., 2012).  

 

 

 

 

 

 

 

Figure 6: OA measure classification (Martini et al., 2012) 

 

As portrayed in previous literature, the following expressions describe how the dimensions are currently 

operationalized: 

Combined Ambidexterity (CD) = A * B 

Balanced Ambidexterity (BD) = A – B 

Interaction Ambidexterity (Excellence) = A * B*(5-(A-B)) 

 

To continue, Martini et al (2012) propose and evaluate a new comprehensive, integrate measure of 

organizational ambidexterity and investigate its relations to firm financial performance. By including 

both balance and excellence, the authors provide a new ambidexterity index which is classified as 

displayed in equation 1. However, the new measure as brought forward by Martini et al (2012) presents 

an alternate answer on how to go about the complex ambidexterity construct. The measure synthesizes 

and integrates both aspects of the construct (balance and magnitude) into an overall index, which thus 
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represents both the combined magnitude of exploitation and exploration and the balancing effort of the 

two activities (Martini et al., 2012). The measure avoids undesirable amplification of either dimension 

by considering the Euclidian distance as an estimator of the overall effort in exploration and exploitation 

intent (CD) and the angular distance of the bisector as an estimator for the balance (BD). The equation 

is developed as follows, where a stands for exploitation and b for exploration: 

 

(NEW) Ambidexterity Integrate Measure =  
!"#(%,')

!)*(%,')
+(,- + /- 

 

Equation 1. (Martini et al., 2012) 

 

The mathematical explanation for the model is, that there is a penalizing factor included in the equation 

as a result of the relative distance from 0 as an aspect of the balancing dimension parameter. While firms 

may have similar overall ambidexterity levels (high total score in exploitation and exploration) they 

would not get the same integrated ambidexterity score if there are differences in the distance from the 

bisector (Martini et al., 2012). As elaborated in the research design section above, the integrate measure 

is applied for the calculation of the sampled firms’ total exploitative innovation score and total 

exploratory innovation score to ultimately measure their overall organizational ambidexterity index 

against firm performance.  

 

3.3. Ambidextrous Innovation  

Recent marketing literature has identified innovation ambidexterity as a fundamental enabler of 

international success among high-performing global firms (Hughes et al., 2010). In the international 

context, ambidextrous firms balance exploitative and explorative innovation activities (Hughes et al., 

2010). According to Hughes et al. (2010), this section further presents innovation ambidexterity from 

the perspective of marketing, customer management and technology as well as relates organizational 

ambidexterity to the fashion industry.  

 

The central literature stream on ambidextrous innovation argues that exploitative and exploratory 

innovation strategies influence sales growth and firm performance (He and Wong, 2004). Moreover, 

both exploitative and exploratory innovation strategies affect innovation. (Raisch and Birkinshaw, 

2008). In light of this, Raisch and Birkinshaw (2008) have found that when considering the research 

stream of technological innovation, two types seem to be predominant; incremental innovation and 
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radical innovation. Incremental innovation, as referring to exploitation, involves small changes, 

refinements and alterations in existing products and concepts for existing markets. Smith and Tushman 

(2005) links incremental innovation to exploitation in terms of implementing the innovation as response 

to existing customer demands, i.e. alignment with market expectations. On the other hand, radical 

innovation is identified as fundamental change that involves the replacement of existing products, 

concepts or markets with new ones. Smith and Tushman (2005) further refers radical innovation to 

exploration, in which the firm is able to meet the needs of future, emerging customer segments (Smith 

and Tushman, 2005; Gusenleitner, 2016; Raisch et al., 2009).  

 

Although the classic definition of ambidexterity provided by March (1991) would seem to suggest that 

R&D is exploration, the dilemma of balancing exploitation and exploration clearly exists in R&D 

organizations (McCarthy and Gordon, 2011). According to Ahuja and Lampert (2001), R&D activities 

may very across the exploitation-exploration continuum. They further define R&D exploitation as 

activities and outputs concerned with mature, familiar technologies whereas R&D exploration focuses 

novel and emerging technologies.  

 

The concept of ambidexterity is further prominent in R&D, in which R&D organizations, similarly to 

other types of organizations, must maintain a balance of short-term exploitation and long-term 

exploration to be successful over time (McNamara and Baden-Fuller, 2007). In this regard, ambidextrous 

R&D follows the concept of organizational ambidexterity (McCarthy and Gordon, 2011; Levinthal and 

March, 1993). Guided by R&D strategic goals can work together to develop and harness both 

exploitation and exploration in an individual R&D organization (McCarthy and Gordon, 2011) 

 

Moreover, Tushman and O’Reilly (1996) elucidate the dominant design of the ‘Innovation S-Curve’ 

towards technological innovation. From this cycle, the authors derive that organizations and managers 

must steadily align and adapt their strategies in the view of the fundamentally changing technologies. 

Tushman and O’Reilly (1996) further argue, that the pursuit of exploitative (incremental) innovations 

during evolutionary change and the pursuit of exploratory (radical) innovations during periods of 

revolutionary change is essential for successful balancing. This notion ultimately highlights the 

importance of simultaneous balance of the dual tensions, in which firms have to be ambidextrous in 

order to be successful in the long run (Tushman and O’Reilly, 1996; Gusenleitner, 2016).  
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Figure 7.:The Technological Innovation S-curve (Source: Authors’ own creation) 

 

The authors conclude that the main findings imply that exploitation, at the expense of exploration, leads 

to inertia whereas, on the contrary, exploration to the expense of exploitation leads to organizational 

chaos (Raisch and Birkinshaw, 2008; Gusenleitner, 2016). In line with the general consensus in the 

literature stream of organizational ambidexterity, firms must balance between continuity and change. 

Essentially meaning that exploitative and exploratory innovations must be simultaneously implemented 

and cultivated in order to reap the benefits of superior performance (Raisch and Birkinshaw, 2008). 

Furthermore, academic literature suggests that in disruptive environments organizations should ‘balance 

by unbalancing’. Tushman and O’Reilly (1996) argue that in order to achieve a balance between 

exploration and exploitation, managers might need to “cannibalize” their own business, which means 

that the organization must self-disrupt towards adapting to changing environments (Gusenleitner, 2016).   

 

Disruptive change often causes firms to stumble and fall, even the most successful ones (Chen, 2017). 

More importantly, prior literature argues that in a state of disruption firms should take measures to 

reverse their decline, develop new capabilities, and seize new opportunities (Christensen, 1997; Chen, 

2017). In order to meet the challenge of disruptive change, firms need both to exploit existing 

information and capabilities to ensure short-term success and explore new information and possibilities 

to achieve long-term prosperity (March, 1991; Chen, 2017). Nonetheless, this balance is difficult and 

even well-managed firms only succeed at exploitation, but fail at exploration (Christensen, 1997; March, 

1991; Chen, 2017). This is especially evident in the disruptive environment of the fashion industry, 

where firms excel at exploiting existing technologies and markets but often miss out on the 
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implementation of new technologies and markets, which leaves innovators in a dilemma – the dilemma 

of how to avoid missing out on new opportunities while maintaining focus on existing ones (Chen, 

2017). One way to solve the innovators dilemma is through organizational ambidexterity, and thus, build 

organizational capabilities to facilitate both exploitation and exploration (Chen, 2017; O’Reilly and 

Tushman, 2008).  

 

3.3.1. Ambidexterity in the Fashion Industry 

In the current phase of globalization and market liberalization, competition among firms operating in 

the fashion industry is growing (De Felice and Petrillo, 2013) and innovation is of increasing importance 

(Cillo and Verona, 2008; Tambo, 2014). Accordingly, fashion firms have been developing their strategic 

measurements to improve their organizational performance and competitive advantage. In this regard, 

business process management has become a significant element of the day-to-day operations, which 

highlights the relevance of applying organizational ambidexterity to the fashion industry (De Felice and 

Petrillo, 2013). Nonetheless, empirical research on ambidexterity in the fashion industry is particularly 

limited.  

 

Junni et al. (2013) argue that the achievement and importance of organizational ambidexterity differ 

between industries. In their symposium on the relationship between ambidexterity and firm financial 

performance, the authors argue that organizational ambidexterity is particularly imperative in dynamic 

markets (Junni et al., 2013). Dynamic markets require firms to continuously be on the lookout for new 

opportunities (exploration) and exploit existing resources, due to the fact that the duration of an existing 

competitive advantage is very uncertain (Brown and Eisenhardt, 1995; Junni et al., 2013). This 

elucidates the importance of facilitating ambidexterity in the dynamic fashion industry.  

 

It is currently observed that firms operating in the fashion industry emphasize process innovation 

through exploratory strategies, in which they identify alternative paths to their creativity by empowering 

new teams or organizational units (Cillo and Verona, 2008). Facilitated by ambidexterity, these firms 

enable a response capability to keep up with technological changes. Firms operating in the fashion 

industry have furthermore been observed to implement structural ambidexterity by creating different 

sub-units to either explore or exploit (Cillo and Verona, 2008). Nonetheless, Cillo and Verona (2008) 

further highlight the need for balancing incremental and radical innovation and thus balance local and 

global market-driven search in order to achieve the benefits of organizational ambidexterity and superior 

firm performance.  
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Additionally, innovation in distribution and retail networks is typically considered to be primarily within 

sales, formats, merchandising and marketing leaving more complex technology-based innovations out 

of consideration (Tambo, 2014). Furthermore, technological innovation is mainly seen as related to e-

commerce (Zentes et al., 2007), and in the fashion industry the online channel and ongoing digitalization 

has become very dominant and is considered a disruptive development (Verhoef et al., 2015). The 

combination of sales channels together with e-commerce offerings is a major challenge to the innovation 

and technology development capabilities of the brand owner (Zentes et al., 2007; Tambo, 2014). This 

suggest the current trend of achieving omnichannel. In regard to firms operating in the fashion industry, 

management literature shows that the organizational transformation to omnichannel has a positive effect 

on firms’ sales growth (Cao and Li, 2015). Omnichannel retailing bridges the physical and online store 

and blurs the lines between channels (Verhoef et al., 2015).  

 

3.3.2. Ambidextrous Marketing  

The concept of organizational ambidexterity is not restricted in its scope and the marketing department 

of organizations are expected to ensure that company market assets are properly exploited while 

simultaneously enacting a proactive role in the company’s business development. Nonetheless, only one 

in four CMOs have taken on this challenge of adopting an ambidextrous marketing logic, which exerts 

the most positive and strongest impact of marketing’s influence on firm performance (Tollin and 

Schmidt, 2012; Tokgöz et al., 2017).  

 

Empirical literature upon organizational ambidexterity in marketing is limited and scholars have just 

recently started to scratch the surface of the relationship between marketing and organizational 

ambidexterity (Hughes, 2018). As mentioned previously, the ambidexterity premise argues that a firm 

is rewarded with firm survival and enhanced performance when it achieves a balance of exploration and 

exploitation activities (Tushman and O’Reilly, 1996; Raisch et al., 2009; Hughes, 2018). Fundamentally, 

these conflicting activities require different structures, processes and strategies that raise substantial 

tensions and potential conflict within the firm (March, 1991; Hughes, 2018).  

 

The strategic orientation of the organization shapes the organization and is thus relevant towards 

achieving organizational ambidexterity (Deutscher et al., 2015). Moreover, entrepreneurial orientation 

(Rauch et al., 2009), market orientation (Kirca et al., 2005) and learning orientation (Wang, 2008) 

positively influence firm performance individually, and outperforms firms with other configurations if 

combined (Deutscher et al., 2015). Market orientation allows firms to combine marketing exploitation 
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and exploration strategies effectively (Atuahene-Gima, 2005) to achieve greater levels of firm 

performance, by focusing on customer goals (Kyriakopulos and Moorman, 2004; Hughes, 2018). In light 

of this, market orientation has a stronger impact on firm performance relatively to entrepreneurial and 

learning orientation, in which these firms engage in market intelligence pertaining to current and future 

customer needs (Deutscher et al., 2015; Gibson and Birkinshaw, 2004). 

 

Additionally, firms characterized by the entrepreneurial orientation are by definition innovative, 

proactive and risk-taking (Rauch et al., 2009), and are therefore in a better position than others to see 

opportunities in dynamic environments (Green et al., 2008; Pérez-Luño et al., 2011). In disruptive 

industries, entrepreneurial oriented firms are driven more by exploration relatively to exploitation in 

order to adjust to consumer and market trends and changes (Mehrabi et al., 2018). Due to the competitive 

global pressures, the development of marketing capabilities is crucial for organizations to achieve 

superior performance (Tokgöz et al., 2017). Therefore, marketing managers are caught in the dilemma 

of exploiting existing marketing capabilities while exploring entirely new ones (Atuahene-Gima, 2005).  

 

Marketing exploitation is defined as improving and refining current procedures associated with existing 

marketing strategies (Kyriakopoulos and Moorman, 2004), as well as the ability to respond to current 

environmental conditions by aligning existing technologies and serving the needs of existing customers 

(Lubatkin et al., 2006). Furthermore, marketing exploitation adds to existing knowledge and reinforces 

existing skills, processes and structures to serve existing markets, products and capabilities (Jansen et 

al., 2006; Vorhies et al., 2011). 

 

Marketing exploration refers to challenging prior approaches interfacing the market, such as a new 

segmentation, new positioning, new products, and new channels (Tokgöz et al., 2017). Furthermore, it 

requires the development of new capabilities (Kyriakopoulos and Moorman, 2004; Vorhiers et al., 

2011), and is intended to respond to latent environmental trends creating innovative new markets 

(Lubatkin et al., 2006; Tokgöz et al., 2017). 

 

Following the importance of being market-oriented for achieving greater firm performance (Deutscher 

et al., 2015; Gibson and Birkinshaw, 2004), customers are considered as the key intangible asset of firms 

(Gupta and Zeithaml, 2006; Zhang et al., 2016). Emphasizing customer-centricity, customer 

management is the firm’s ability to build and maintain beneficial relationships with target customers 

(Vorhiers et al., 2011). Management scholars argue that a focus on customer orientation leads firms to 

develop only incremental improvements (Im and Workman, 2004) and eliminates the possibility of 
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disruptive innovations (Christensen and Bower, 1996). Nonetheless, most marketing scholars argue that 

customer orientation is positively related to innovation success (Appiah-Adu and Singh, 1998; Grinstein, 

2008; Adams et al., 2019) and even increases the likelihood of successful innovations (von Hippel, 1988; 

Adams et al., 2019)  

 

In light of the highly competitive fashion industry, customer relationships shape firm performance (Kirca 

et al., 2005; Morgan et al., 2009; Adams et al., 2019), revenue-based performance (Deshpandé et al., 

1993; Cao et al., 2007) and innovation (Grinstein, 2008; Adams et al., 2019). Referring to ambidextrous 

customer management, managers must balance the dual tensions of exploring new markets and customer 

relationships (customer acquisition) and improving existing ones (customer retention) (Mehrabi et al., 

2018).  

 

Customer acquisition refers to the focus of gaining information about potential customers, measuring 

their potential value, and allocating resources to acquire those with greater long-term value. On the other 

hand, customer retention entails obtaining information about existing customers to allocate resources to 

manage these relationships on the basis of their long-term value (Arnold et al., 2011). The trade-off 

between customer acquisition and retention is underlined in which an increasing focus on customer 

acquisition enhances radical innovation performance, whereas emphasizing customer retention increases 

incremental innovation performance (Arnold et al., 2011). In predicting firm’s long-term performance, 

measuring customer lifetime value (CLV) and customer acquisition cost (CAC) has been widely 

accepted as a metric to measure customer performance (Blattberg and Deighton, 1996; Venkatesan and 

Kumar, 2004; Zhang et al., 2016). CLV assess customer prospecting and is estimated through the 

measure of revenue over time, whereas CAC refers to the cost of acquiring new customers (Blattberg 

and Deighton, 1996; Zhang et al., 2016).  

 

Furthermore, customer acquisition and retention should not be addressed exclusively, but complement 

one another (Levinthal and March, 1993; Gibson and Birkinshaw, 2004; Arnold et al., 2011). The 

simultaneous management of the two potentially contradicting strategies is important for improving 

marketing outcomes such as sales and customer profitability (Nijssen et al., 2017; Ritter and Geersbro, 

2018) and by balancing between spending resources to develop retention and acquisition capabilities 

firms will sustain long-term success and increase performance (Gibson and Birkinshaw, 2004; Nijssen 

et al., 2017). Moreover, existing literature emphasizes how to manage the trade-off between customer 

acquisition and retention through the use of database driven analytics (Arnold et al., 2011; Nijssen et al., 

2017).  
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Empirical research on customer management extensively supports a positive association between 

customer- and technology orientation and business performance, especially in turbulent markets (Gao et 

al., 2007; Adams et al., 2019). Scholars suggest that firms that are able to combine customer orientation 

and technology orientation are better equipped to meet customer needs through appropriate product 

quality and design characteristics and to react to complex and uncertain environments (Adams et al., 

2019). The simultaneous orientation of both will deliver organizations successful performance (Appiah-

Adu and Singh, 1998; Hortinha et al., 2011; Adams et al., 2019) as well as generate successful 

innovations (Leiponen, 2005; Roy and Sarkar, 2016; Adams et al., 2019). This emphasizes the crucial 

role of technology in the current disruptive environment of the fashion industry.  

 

3.3.2.1. Marketing Ambidexterity and Firm Performance 

Concerning marketing ambidexterity, the combined dimension of ambidexterity (rather than balanced) 

impacts firm performance to a greater extent (Mehrabi et al., 2012). However, Mehrabi et al. (2012) 

argue that both perspectives should be studied concurrently in order for firms to achieve superior firm 

performance. Therefore, the new ambidexterity integrate measure presented by Martini et al. (2012) 

emerges to provide the best measurement for ambidextrous marketing (Mehrabi et al., 2012).  

 

Prior academic literature emphasizes that ambidextrous marketing impacts market and firm performance 

positively (Homburg et al., 2007; Tokgöz et al., 2017). Marketing exploitation has a significant and 

positive direct effect on market performance, while marketing exploration has significant and positive 

effects on market and financial performance (Tokgöz et al., 2017). Additionally, superior market 

performance will lead to increased financial performance, in which satisfying customers increase repeat 

purchases, reduce complaints, and generates positive word-of-mouth recommendations (Leonidou et al., 

2013). 
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4. Theoretical Framework 

Even though being a complex construct, a persistent theme in the literature is clear. The ambidextrous 

organization efficiently manage today’s business demands while simultaneously adapting to changing 

environments to survive challenges of tomorrow (Duncan, 1976; Tushman and O’Reilly, 1996; Gibson 

and Birkinshaw, 2004). The consensus regarding organizational ambidexterity highlights that 

organizations frequently face trade-offs in strategic decision-making, propelling forward the idea that 

successful firms reconcile the dual tensions to facilitate long-term competitiveness and superior firm 

performance (Raisch and Birkinshaw, 2008, Gibson and Birkinshaw, 2004; March, 1991). 

 

A central literature stream concerning ambidextrous innovation elucidates that exploitative and 

exploratory innovation strategies foster increased sales growth and sustained firm performance (He and 

Wong 2004). There is a general agreement that ambidextrous innovation predominantly refers to 

incremental (exploitative) and radical (exploratory) innovation found in R&D organizations (McCarthy 

and Gordon, 2011; Ahuja and Lampert, 2001; Raisch and Birkinshaw, 2008). In light of recent market 

developments and competitive pressures observed in the fashion industry, it is theorized that the 

simultaneous pursuit of exploitative and exploratory innovation is a central facilitator of superior firm 

performance (McNamara and Baden-Fuller, 2007; McCarthy and Gordon, 2011; Tushman and O’Reilly, 

1996; Bhandari, 2013) Accordingly, the first hypothesis is formulated as follows: 

 

H1: Ambidextrous Innovation has a positive and significant effect on firm financial performance 

 

Based on the fundamental notion put forward by Duncan (1973), March (1991), Levinthal and March 

(1993), Tushman and O’Reilly (1996), and Raisch et al. (2009), it is theorized that firms with high levels 

of organizational ambidexterity perform better than less ambidextrous firms. Moreover, high magnitudes 

of marketing exploitation and marketing exploration strategies are found to result in enhanced new 

products/services and sustained financial performance (Kyriakopoulos and Moorman, 2004; Raisch and 

Birkinshaw, 2008). Supported by theory and empirical evidence, the second hypothesis is formulated: 

 

H2: Ambidexterity Magnitude has a positive and significant effect on firm financial performance 

 

The above-mentioned assumption does not take into account the relative balance of exploratory and 

exploitative strategy. Building from the seminal work of March (1991) it has come to be acknowledged 

that a simultaneous balance of the two is a criterion for firm survival and growth (March, 1991; Raisch 



	 43 

and Birkinshaw, 2008; Gusenleitner, 2016). Balancing the dual tensions is therefore at the heart of an 

organization’s long-run survival (e.g. Gibson and Birkinshaw, 2014; He and Wong, 2004; Lubatkin et 

al, 2006). In referring to the “ambidexterity premise”, ambidextrous firms must simultaneously explore 

and exploit existing and emergent business opportunities to increase sales and achieve sustained, 

superior firm performance (March, 1991; Tushman and O’Reilly, 1996; Raisch et al., 2009). In light of 

the above, the third hypothesis is formulated: 

 

H3: Ambidexterity Balance has a positive and significant effect on firm financial performance 

 

While it is widely supported that an optimal equilibrium exists in achieving simultaneous balance of the 

two tensions (March, 1991; Martini et al., 2012), a promising stream of recent literature criticizes the 

balance measure’s inability to capture innovation levels (Cao et al., 2009). Consequently, there is a need 

to account for both the combined dimension (ambidexterity magnitude) and the balance dimension 

(ambidexterity balance). Firms should achieve a balance of exploitative and exploratory strategies while 

also reaching high levels of both. Martini et al. (2012) consequently presented a new, prominent measure 

of ambidexterity: The Ambidexterity Integrate Measure. In its core, the measure integrates both the total 

level of exploitative and exploratory innovation and the relative balance between the two, which 

essentially invokes a penalizing effect on the total outcome in cases of imbalanced relationships (Cao et 

al., 2009; Martini et al., 2012). The new integrate measure is depicted to better capture firms’ 

ambidexterity. 

 

H4: The Ambidexterity Integrate Measure has a positive and significant effect on firm financial 

performance 
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4.1. Conceptual Model 

	
	
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 8: Conceptual Model 
 
	

The Conceptual Model is formed from the four hypothesis states above. 	 	
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4.2. Variable Operationalization 

This section assesses the procedure by which the selected variables and proxies for measuring 

ambidexterity and firm financial performance are utilized through the lens of empirical research on the 

field of organizational ambidexterity. This operationalization is guided by, but not limited to, the 

measurements developed by He and Wong (2004), Martini et al., (2012), Bhandari (2013), O’Reilly III 

and Tushman (2013), Gibson and Birkinshaw (2004), and Lis et al., (2018).  

	

	
Table 1: Variable operationalization 
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4.2.1. Dependent Variable 

Firm financial performance is the dependent variable in this study, as the construct is acknowledged as 

the principal outcome of organizational ambidexterity, in referral to “the ambidexterity premise” 

(Tushman and O’Reilly, 1996; Raisch et al., 2009; Lis et al., 2018). Consequently, this thesis aims to 

test the relationship between ambidexterity and firm financial performance for firms operating in the 

fashion industry. In doing so, a measurement of firm financial performance is necessary in carrying out 

the linkage between the two constructs. Measures for firm performance vary depending on the objective 

of research. Several empirical studies have deployed market-to-book ratio as a proxy for firm growth 

(e.g. Barclay et al., 1995; Mahakud, 2006).  

 

In contrast, pure financial statement-based measures of firm growth are widely applied in similar studies; 

growth in total assets, ratio of R&D expenditure over sales revenue, and capital expenditure to total 

assets have frequently been implemented as proxies of firm growth (Titman and Wessels, 1988; 

Majumdar, 2014). However, a proxy that is repeatedly used in depicting firm growth in econometric 

models is annual sales growth (Kakani, 1999; He and Wong, 2004; Martini et al., 2012; Lubatkin et al., 

2006; Majumdar, 2014). Therefore, operating revenue is chosen as the dependent variable for firm 

financial performance to test effects of innovation intensity and organizational ambidexterity. 

 

The persistent argument for the usefulness of operating revenue growth as a proxy for firm financial 

performance, is that the measure excludes macroeconomic and inter-firm changes that may lead to 

changes in profitability measures such as RoA, RoE and ROIC (He and Wong, 2014; Venkatraman et 

al., 2006). While it is recognized that profitability measures effectively depict the health of an 

organization, these measures also comprise deviations in a firm’s underlying cost structure and other 

external factors that are not related to innovation investments.  

 

Emphasized by He and Wong (2004), revenue growth does not suffer from accounting measurement 

problems, unlike profitability measures. Revenue growth is in this sense a more unbiased financial 

figure. The claim that sustained sales growth, in this case over a five-year timespan, is a reliable proxy 

for long-term firm profitability has wide support (e.g. Auh and Menguc, 2005; Martini et al., 2012). 

Finally, the association between ambidexterity and sales growth has been widely addressed in empirical 

research (He and Wong, 2004; Venkatraman et al., 2006; O’Reilly and Tushman, 2013). In light of this, 

annual revenue growth uniquely captures the effects of a firm’s ability to sustain and grow performance 

from year to year. 
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4.2.2. Independent Variables 

	
R&D expenditure growth (innovation intensity) 

Although the classic definition of ambidexterity provided by March (1991) suggests that R&D refers to 

exploration, the dilemma of balancing exploitation and exploration clearly exists in R&D organizations 

(McCarthy and Gordon, 2011). According to Ahuja and Lampert (2001), R&D activities may vary 

across the exploitation-exploration continuum. The concept of ambidexterity is further prominent in 

R&D, in which R&D organizations, similarly to other types of organizations, must maintain a balance 

of short-term exploitation and long-term exploration to be successful over time (McNamara and Baden-

Fuller, 2007).  

	
From this, there are several ways to go about the measurement of firm investment and innovation 

propensity. Going from contemporary literature, it is evident that research and development investment 

is an effective proxy of firm innovation intensity (Bhandari, 2013; Lis et al., 2018). Moreover, previous 

empirical studies have found a direct link between R&D intensity and firm performance (Tubbs, 2007). 

Subsequently by looking at a five-year span the relationship is highly significant (Morbey and Reithner, 

1990; Morbey, 1998). Consequently, R&D expenditure compounded annual growth rate (CAGR), 

average growth and median growth is deployed as proxies for firm innovation intensity in this thesis. 

Consequently, this innovation intensity measure is the first proxy measurement of ambidexterity.  

	

Organizational Ambidexterity (innovation propensity) 

The operationalization of organizational ambidexterity varies immensely. The techniques of which 

researchers have previously measured ambidexterity depend on the objective of the study. Previous 

empirical studies have measured organizations’ intention of pursuing innovation projects by 

interviewing managers to gain insight to their mindset and strategic intent (He and Wong, 2004; 

Birkinshaw and Gupta, 2013). The measurement of firms’ internal capacity to achieve ambidexterity has 

also been applied (Gibson and Birkinshaw, 2004). Finally, a majority of studies measured ambidexterity 

by a firm’s propensity to enact innovation. These studies utilize specific innovation initiatives and 

investments to depict ambidexterity level and balance (Jansen et al., 2009; Birkinshaw and Gupta, 2013). 

 

In light of this, for the second, third and fourth proxy measurements, organizational ambidexterity is 

operationalized as a firm’s propensity to strategize exploitative and exploratory innovation. 

Accordingly, the distinctive scores for Exploitative Strategy and Exploratory Strategy is utilized in the 

calculation of the three distinct ambidexterity measures, namely ambidexterity balance (BD), 
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ambidexterity magnitude (CD), and the Ambidexterity Integrate Measure (Martini et al., 2012). The 

three ambidexterity measures will function as three distinct independent variables as proxy 

measurements of organizational ambidexterity in order to depict relationships with firm financial 

performance. The ambidexterity scores are developed from rankings for exploitative and exploratory 

innovation strategies retrieved from selected keywords in firms’ annual reports collected for the years 

2014-2018 (2013-2017, otherwise). The keywords are developed in line with general consensus 

regarding the terminology of organizational ambidexterity and their ability to distinguish the two logics 

of exploitation and exploration (O’Reilly III and Tushman, 2013; Gibson and Birkinshaw, 2004; He and 

Wong, 2004).  

 

This technique resulted in the extraction of 17 exploitation and 17 exploration keywords, giving the 

firms the prospect of reaching a maximum score of 85 in Total Exploitation score and Total Exploration 

score. An elaboration of the keyword retrieval is presented in Table 3, Section 5.4.2.2. In continuing, a 

persistent argument behind the utilization of annual reports is guided by (Brennan, 2001; Davey et al., 

2009; Bhandari, 2013). 

	
Ambidexterity Balance  

Previous studies measure ambidexterity balance (BD) by the product A – B, referring to exploitation - 

exploration to depict the relative imbalance of exploitation and exploration efforts (Raisch and 

Birkinshaw, 2008; Martini et al., 2012; Birkinshaw and Gupta, 2013). The ambidexterity imbalance 

measurement as presented above is widely acknowledged, however, this thesis adopts the method 

developed by Martini et al. (2012). Here, ambidexterity balance can be calculated by dividing the 

minimum score with the maximum score of exploitation and exploration. By doing so, perfect balance 

would essentially result in a score of 1, whereas imbalance would be placed between 0 and 0.999E 

performance (Martini et al., 2012; Raisch and Birkinshaw, 2008). Consequently, this study applies 

ambidexterity balance as the second proxy in testing organizational ambidexterity on the dependent 

variable, firm financial performance. The equation is developed as follows, where a stand for 

exploitation and b for exploration. 

	
	

0123456758379	;<=<>?5 = 	
min(D, E)

max(D, E)
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Ambidexterity Magnitude  

In continuing, an alternate measurement of ambidexterity is presented from empirical studies measuring 

the overall level of both exploitative and exploratory efforts through the ambidexterity magnitude. This 

measurement is calculated in previous studies as either the product A + B or the product A * B. 

Nonetheless, a majority of scholars emphasize the multiplication method, as this seemingly captures the 

magnitude more accurately (Martini et al., 2012). Accordingly, this thesis adopts the multiplication 

technique as the third proxy in measuring ambidexterity magnitude on the dependent variable, firm 

financial performance. The equation is developed as follows, where a stand for exploitation and b for 

exploration. 

	
0123456758379	H<I>37J45 = 	D ∗ E	

	

	

Ambidexterity Integrate Measure 

As theorized by Martini et al. (2012) the magnitude product A * B effectively captures a firm’s ability 

to facilitate high levels of exploitative and exploratory innovation, while the product (minA,B/maxA,B) 

raises a penalizing effect in the relative imbalance. This is due to the fact that a balance score below 1 

will result in a diminishing effect on the magnitude score. This underlines the importance of maintaining 

high magnitudes while simultaneously balancing exploitation and exploration (Martini et al. 2012). 

Therefore, the authors developed an alternate representation of ambidexterity, The Integrate 

Ambidexterity Measure. This equation integrates both balance and magnitude to avoid undesirable 

amplification of either dimension. The central idea of the model is that there is a penalizing factor in the 

equation as a result of the relative distance from 0 as an aspect of the balance factor. While a firm may 

score high on the overall ambidexterity magnitude (exploitation * exploration), it would not obtain a 

high Integrated Ambidexterity score if the two are not balanced (Martini et al., 2012. P: 4). The equation 

is developed as follows, where a stand for exploitation and b for exploration. 

	
	

(NEW) Ambidexterity Integrate Measure =  
LMN(0,;)

LOP(0,;)
+(<Q + 2Q 

	
The Ambidexterity Integrate Measure is currently the most prominent method for measuring the two 

dimensions of the ambidexterity construct, which is why this study applies the measure as the fourth 

proxy of ambidexterity in depicting the relationship with firm financial performance.  
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4.2.3. Control Variables  

After outlining the dependent and independent variables for this study, control variables are included in 

the regression models in order to account for differences related to firm size, age and nationality. The 

control variables, firm age and size, are generally found to influence firms’ sales growth rates in the 

context of ambidexterity, as emphasized by Venkatraman et al. (2007) and He and Wong (2004) in their 

empirical test of the ambidexterity. The controls are converted to their natural logarithm, where the log 

of total fixed assets and firm age were used to parcel out major fluctuations in the distribution of residuals 

and thus compensate for skewness. Nationality is applied as a dummy variable in order to depict firm 

performance, ambidexterity and R&D differences related to geographic location. 

	

4.2.4. Time Horizon 

The outlined proxies for ambidexterity and dependent variable of firm performance will be calculated 

based on collected data over a five-year time period between 2014-2018 (2013-2017, otherwise), in 

order to parcel out cyclical differences in innovation intensity, propensity to innovate and firm 

performance. Additionally, it is suitable to account multiple years when measuring firm performance as 

an outcome of innovation investment as return on investment may take several years to play out (Martini 

et al., 2012). Similar studies have implemented a three-year timespan (He and Wong, 2004), however, 

large firms with complex infrastructures are generally prone to engage in long-term projects that lead to 

an extension of returns on innovation investments (Venkatraman et al., 2006; Martini et al., 2012). 

Additionally, He and Wong (2004) argue that the best measurement of return on investment regarding 

innovation is measured based on a 5-10-year time period.   
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5. Research Design 

This section converts the research question into a research project by establishing a guide for the choice 

of research strategy and data collection techniques prominent for this research to be carried out 

(Saunders et al., 2016). This thesis conducts an explanatory sequential study by examining the dual 

tensions in ambidextrous innovation and its impact on firm financial performance in the fashion industry. 

This explanatory study focuses on the collection and analysis of quantitative data evaluated through 

statistical tests in order to provide a clearer understanding of the concept. Additionally, this thesis aims 

to uncover exploitative and exploratory innovation strategies prominent for achieving ambidexterity in 

the fashion industry. In light of this, qualitative data allows for a more appropriate explanation, and 

further elaborates the quantitative findings. 

 

5.1. Research Strategy 

This thesis conducts an inter-relational strategy including both and experiment and a multiple case study, 

sequentially. A two-staged approach provides the highest value in answering the research question. First, 

this research aims to test the relationship between ambidexterity and firm financial performance, in line 

with the purpose of an experiment, which aims to study causal links, and depict whether a change in the 

independent variable (ambidexterity) produces a change in the dependent variable (revenue) (Saunders 

et al., 2016).  

 

Secondly, a multiple case study strategy explores the research topic or phenomenon within its context 

(Saunders et al., 2016). This strategy is beneficial for this thesis, in which it provides a rich understanding 

of the context of ambidexterity and the processes enacted from a real-life perspective (Saunders et al., 

2016). Additionally, the interaction between a phenomenon and its context is best understood through 

case studies (Dubois and Gadde, 2002; Saunders et al., 2016). The rationale behind utilizing multiple 

case studies lies in the fact that a multiple case study strategy rather than a single case study allows for 

replication of the data results and is more likely to produce stronger evidence of results (Saunders et al., 

2016). Therefore, this research strategy enables for an in-depth understand of exploitative exploratory 

innovation strategies for firms operating in the fashion industry.  

 

The multiple cases are chosen on the basis of literal replication in order to explore the concept of 

ambidexterity within the fashion industry. Literal replication indicates that the cases produce relatively 

similar results (Saunders et al., 2016), with the aim of reaching data saturation. Moreover, this multiple 

case study allows to study the observed phenomenon of ambidexterity in its specific context. It examines 
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and compares several individual cases and focuses on finding common traits and patterns among a 

variety of cases. The multi-case research design is particularly useful for testing theory and in producing 

compelling evidence, enabling more powerful analytical generalization than the single case study 

strategy (Yin, 1994).  

 

5.2. Research Choices 

In the light of the chosen research strategy, implementing triangulation through a combination of various 

data collection techniques ensures the reliability of the data (Bryman and Bell, 2015; Saunders et al., 

2016).  This thesis gathers data through a mixed-method research by the equal distribution of 

quantitative data and qualitative data, collected sequentially. Additionally, the pragmatic philosophy of 

this thesis supports the relevance of applying mixed methods, in which it allows the researcher to study 

the topic more suitably (Saunders et al., 2016).  

 

Specifically, this thesis takes on an explanatory sequential research design, which entails quantitative 

data collection and analysis followed by qualitative data collection and analysis in order to elaborate the 

quantitative findings (Bryman and Bell, 2015). This type of research design is especially beneficial and 

relevant when relationships uncovered in quantitative research require an explanation which cannot be 

obtained through the quantitative data alone or when further insight into the quantitative findings is 

required (Bryman and Bell, 2015).  

 

Applying a mixed-method approach for this thesis allows for applying various methods for different 

purposes of the study as well as enabling triangulation to obtain greater quality of the data. Moreover, 

the essence of combining quantitative and qualitative methods is to enable a better evaluation of the 

research findings towards the research question (Saunders et al., 2016). In light of this, a discussion upon 

the advantages and disadvantages of quantitative and qualitative research methods is outlined below.  

 

Quantitative research and qualitative research differ in their methodological approach to the philosophy 

of science. Generally, quantitative research aims to find answers, solutions and tendencies through 

measuring phenomena from numbers or correlations to draw conclusions or test hypotheses. 

Quantitative research generally adopts an objectivistic philosophy (Bryman and Bell, 2015; Saunders et 

al., 2016). On the other hand, qualitative research gains deeper understandings of the proposed topic and 

discover communicated individual beliefs, values and opinions, which adopts the philosophy of a 

subjectivist (Bryman and Bell, 2015). 
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Quantitative research is efficient in gathering, structuring and analyzing data from large groups or 

individuals through statistical approaches. It has the advantage of being generalizable, meaning that 

results from the samples are representative to the population (Bryman and Bell, 2016). Moreover, 

quantitative research is preoccupied with measurement and causality, in which the central focus is to 

establish the reality of the context. Advantages of the quantitative methods include the flexibility and 

convenience regarding resource and time consumption, which is why the method is chosen to depict the 

relationship between ambidexterity and firm financial performance. Nonetheless, seeing that the 

quantitative analysis takes a static view, it is therefore also limited in understanding underlying factors 

affecting the studied relationships (Bryman and Bell, 2015). 

 

In light of this, qualitative research allows for gathering detailed information about the research topic or 

subjects, which enables an in-depth study of a phenomenon to uncover contexts through the eyes of the 

social word (Bryman and Bell, 2015). In order to obtain a thorough understanding of mechanisms within 

ambidextrous organizations, qualitative research methods are chosen to support the findings form the 

prior quantitative analysis. On the other hand, qualitative research has been criticized to be too 

subjective, difficult to replicate and lack transparency (Bryman and Bell, 2015). Moreover, qualitative 

research is time consuming relatively to quantitative research, thus, inducing a practical limit in terms 

of the amount of entities that can be studied. Nonetheless, qualitative data enables an exploration of the 

communicated strategies to uncover insights to which strategies are prominent within ambidextrous 

firms operating in the fashion industry.  

 

In line with the pragmatic philosophy, a combination of quantitative and qualitative data complement 

each other and thus, provide better opportunities for answering the research question (Saunders et al., 

2016). Therefore, applying a mixed-method provides a more valid and reliable research outcome for this 

thesis.  

 

5.3. Time Horizon 

The methodological time horizon of this thesis conducts a cross-sectional analysis centered on the 

mixed-method study involving quantitative and qualitative data observed at one point in time. 

Nonetheless, concerning ambidexterity’s effect on firm financial performance, a longitudinal period of 

five years is included in the data set, due to the fact that innovation investments rarely result in immediate 

return (Venkatraman et al., 2006; Martini et al., 2012). Accordingly, the data has been collected on the 

basis of a five-year timespan between 2014-2018 (2013-2017, otherwise). This furthermore adjusts for 
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potential cyclical changes that may occur in R&D expenditure and revenue growth. The relevance of 

applying a longitudinal perspective concerns the research capacity to study change and development 

over time (Saunders et al., 2016), which is a central notion of this thesis in studying firm performance 

over time as an effect of innovation intensity and organizational ambidexterity excellence. 

 

5.4. Empirical Research Method 

The empirical research method for this thesis includes a quantitative research method of collecting 

financial measures through the database, Osiris, and three qualitative research methods: a keyword 

search, a thematic analysis of annual reports and semi-structured expert interviews. The quantitative and 

qualitative researches are conducted separately, where the keyword search acts as a base for developing 

the quantitative research further towards testing the relationship between organizational ambidexterity 

and firm financial performance.  

 

This thesis is based on both secondary and primary data. Primary and secondary data collection methods 

are respectively associated with both strengths and weaknesses. Secondary data is significantly less time 

and resource consuming and enables fast access to relevant and is often more accurate than primary data 

collection information (Hox and Boeije, 2005). However, the main issue concerned with secondary data 

in research on ambidexterity is that there is a lack of archival data providing detailed information to 

measure innovation (He and Wong, 2004).  

 

Nonetheless, applying secondary data is the most prominent way to obtain a strong, objective sample in 

answering the research question of this thesis. The method furthermore allows for the inclusion of 

substantial data that would not be obtainable otherwise. Moreover, the primary data collection reverses 

the disadvantages of the secondary data, as it ensures control and accuracy of the data (Saunders et al., 

2016). In addition, the most important advantage of collecting primary data is that the operationalization 

of the theoretical constructs, the research design, and data collection strategy can be tailored to the 

research question. This in turn ensures the coherence of the study and that the data collection indeed 

helps to resolve the problem (Hox and Boeije, 2005).   
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5.4.1. Osiris Database for Firm Financials 

The Osiris Financials Database, by Bureau van Dijk, holds detailed financial information on over 70,000 

global companies and therefore provides sufficient data collection opportunities in terms of obtaining 

the financial figures required in this study. Osiris is deployed as the source of quantitative data for this 

study. The financial figures from each firm in the sample is extracted for five years to obtain data on 

operating revenue, R&D expenditure, total fixed assets, data of incorporation and country codes. These 

financial measures act as the foundation for calculation of the variables that will later be tested to 

discover the relationship between innovation and firm financial performance in the fashion industry.  

 

5.4.1.1. Search and Selection Criteria 

In line with the quantitative data collection, a probability sampling strategy is applied as a basis for 

generating statistical inferences about the characteristics of the target population, and thus, increase the 

likelihood of generalization of the results (Saunders et al., 2016). More specifically, the method of 

cluster sampling is applied in which the sampling solely requires firms that convey R&D expenditure in 

their financial statements for the five years. This paper intends to contribute to the measurement of firm-

level innovation for companies operating in the global fashion industry and the relative effects on 

financial performance. To do so, a definition of the industry must be assessed in order to comprehend 

the scope of the total target population of the data sample.  

 

Referring to prior empirical studies, the fashion industry is divided into a number of retail market 

segments such as sportswear, leisure, department, mass market, fast fashion and luxury (Kozlowski et 

al., 2015). Furthermore, the nature of the supply-chain in the fashion industry is particularly complex 

seeing that any large brand is working with numerous suppliers, distributors and retailers (Fletcher, 

2008). In that sense, the target population comprises firms that engage in the design, production and 

marketing of fashion and apparel, ultimately excluding firms that solely engage in manufacturing of 

products. As defined by the financial database, Osiris, these companies operate in two business 

segments: wholesale, which covers all business activities with retailers and retail, which covers 

boutiques and direct-to-consumer sales and marketing (Osiris Report, 2019). Additionally, only publicly 

listed firms were included in the search due to their detailed financial statements. In light of this, the 

industry codes are selected in line with the Global Industry Classification Standards (CIGS). 
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Table 2: Global Industry Classification Standards (CIGS) 

 

5.4.1.2. Quantitative Data Collection 

Osiris was utilized as the primary source to collect five years of financial figures for each individual 

firm. The financial data consist of objective accounting measures to be analyzed as discrete data, which 

is a precise numerical data measure (Saunders et al., 2016). The benefit of analyzing the quantitative 

data collection as a means of numerical, discrete data compared to categorical data is that numerical data 

is more precise and allows for analyzing data using a far wider range of statistics (Saunders et al., 2016). 

The database uncovered a final target population of 713 publicly listed firms operating in the fashion 

industry. As previously stated, the firms in the sample are explicitly included based on their disclosure 

of operating revenue and R&D expenditure for the five years included in analysis. Therefore, the sample 

was comprised of publicly listed firms expressing detailed financial statements with denoted special 

operating items including R&D.  

 

The final data sample utilized in this thesis totaled 98 publicly listed firms, all declaring R&D 

expenditure and operating revenue from 2014 through 2018 (Appendix 1).  In situations where data on 

R&D expenditure for 2018 was not available, the years 2013 to 2017 were incorporated in the variable 

computations for these specific firms. 3 firms lacked accounting measures for one year during the five-

year period. These figures were manually retrieved from the individual firm’s financial statements. This 

raises an apparent bias as these figures had to be converted to USD (Osiris’ currency) from RMB, EUR, 

and GBP. While this currency bias may cause slight deviations in the financial measures, the effects of 

these are not expected to impact the overall regression findings.  
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5.4.1.3. Quantitative Data Analysis 

The application of the models to the data will be made through multiple regression analysis with the 

above-mentioned cross-sectional data, in order to test the formulated hypotheses. The models are applied 

to study the relationship between the dependent variable and the independent variables. In line with 

previous empirical studies within the field (e.g. Martini et al., 2012; He & Wong, 2004; Lubatkin et al., 

2006) ordinary least squares (OLS) multiple regressions are carried out by the utilization of the 

Microsoft Excel 16.23 software and normality tests and bivariate fits in JMP 14.0.0. First, linear 

regressions for the first proxy of ambidexterity, R&D, is tested by running regressions on CAGR, median 

and average revenue growth for all years. The same process is implemented for the subsequent three 

proxies of ambidexterity; balance, magnitude, and integrate measure. All regressions include the three 

control variables; firm age, size, and dummy for nationality. The concept behind the regression analysis 

is described in the following section, in order to clarify the rationale behind its application.  

 

Ordinary Least Squares 

The central mathematical principle of linear regressions is the Ordinary Least Squares (OLS) technique 

(Stock and Watson, 2015). The purpose of OLS is to minimize the sum of squared residuals, the 

difference between the dependent variable observations and the estimated value, to estimate the intercept 

at the various coefficient parameters in the linear regression of the tested variables. A beneficial factor 

of the multiple linear regression is that the model generalizes the findings by allowing for several 

regressors in a mean function (Stock and Watson, 2015). Nonetheless, the model does not account for 

additional peripheral factors, meaning that operating revenue growth cannot necessarily be directly 

attributed to the measured levels of R&D.  

 

Other explanatory moderating factors could be involved in the effects on the outcome variable. There 

are five assumptions (Gauss-Markow) that are required for the underlying assumptions of the regression 

model to hold. The validity of the linear regression depends on the extent to which the model’s 

assumptions are met (Stock and Watson, 2015). This includes that the outcome variable Yi is generated 

according to the specified equation, the X values are fixed, not random, errors are uncorrelated random 

variables with zero means and constant variance. The latter refers to the assumption of homoscedasticity 

and no perfect collinearity, which both affect the reliability of the OLS model. In line with this, 

heteroscedasticity and multicollinearity are considered crucial bias to consider for the reliability and 

validity of this study, as further evaluated below.  
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Heteroscedasticity Bias 

The latter refers to the assumption of homoscedasticity, same variance, in which the error term is 

presumed constant across all independent variables. The violation of this assumption leads to 

heteroscedasticity, which presents a problem for OLS regression models that seek to minimize residuals 

and in turn produce the smallest possible standard errors (Stock and Watson, 2015). This is due to the 

fact that heteroscedasticity causes bias in the standard errors, which as a consequence may lead to 

incorrect conclusions in terms of the significance of the regression coefficients (Stock and Watson, 

2015). Yet, the five-year timespan of the collected data somewhat adjusts for cyclical exogenous factors 

that may affect the outcome variable during this time. The prospective bias is consequently altered 

through the enclosure of a historical data set. In addition, residuals are adjusted by manual data cleaning 

and the exclusion of outliers.  

 

Multicollinearity Bias 

Multicollinearity occurs when one or more independent variables are highly correlated with another in 

the regression model. The general rule of thumb is that multicollinearity is present if correlations 

between variables exceed 0.8 (Stock and Watson, 2015). Multicollinearity is an issue that breaks a 

central assumption of the OLS regression model. The bias will cause the F-tests to display high 

significance while the individual coefficients are insignificant. This stems from the fact that the 

individual variables are overly correlated and running statistical regressions on these variables will 

ultimately not make sense. Consequently, correlation analyses were carried out to test correlations 

between all variables prior to conducting the regression analyses. Accordingly, a subsequent descriptive 

statistics chapter will present findings from both heteroscedasticity and correlation tests. 

 

5.4.2. Keyword Search of Annual Reports 

As outlined in Chapter 1, ambidexterity refers to the dual tensions of exploitative and exploratory 

innovation. In line with this, this research investigates the relationship between the four ambidexterity 

proxies; R&D, balance, magnitude and integrate measure on firm financial performance. In addition to 

the quantitative data collection of R&D and operating revenue from Osiris, a qualitative data collection 

of keywords from annual reports was conducted. This quantitative method allowed the study to gather 

the data needed to calculate the threes ambidexterity proxies, namely balance, magnitude and integrate 

measure in exposing the firms’ exploitative and exploratory innovation intent.  
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5.4.2.1. Data Collection for Keyword Search 

Publicly available annual reports in English from a five-year fiscal period between 2014-2018 were 

collected for each firm totaling in a final sample of 49 firms, which established the base of this data 

collection. As with the financial figures, the years 2013-2017 were included for the firms that did not 

disclose annual reports for the fiscal year of 2018. The five-year period was integrated in order to cohere 

with the quantitative financial data collection retrieved from Osiris, but also to parcel out cyclical 

differences which would induce a bias if only one year was integrated, thus five annual reports provide 

the opportunity to effectively capture the firms’ strategic innovation intent.  

 

5.4.2.2. Data Analysis of Keyword Search 

In line with the abductive approach, the chosen keywords for analysis were based on empirical literature 

within the field of organizational ambidexterity in combination with industry specific terminology as 

outlined in Table 3 below. The keyword search was conducted through an analytical content analysis, 

which codes and categorizes qualitative data in order to analyze them quantitatively (Saunders et al., 

2016). In light of this, the analysis allows for quantifying annual reports in order to rank the firms’ 

exploitative and exploratory innovation strategies.  

 

The software tool NVIVO is applied for coding and keyword retrieval for this analysis. NVIVO enables 

to bring order and structure to the analysis, in a way that is time efficient and intuitive to the user 

(Saunders et al., 2016). For the purpose of this analysis, NVIVO’s text search function was utilized to 

mark whether a keyword was included in the strategic statement of the specific annual report or not.  

 

For the keywords including two words such as ‘new markets’, a manual search was conducted in order 

to ensure the reliability of the results. Moreover, the researchers focused a reference search rather than 

a summary search throughout the coding process in order to confirm in which context the keyword was 

constituted. Additionally, the keyword search included stemmed words, meaning that the searched word, 

e.g. disrupt, would be counted along with related varieties such as disruptive, disruption, disrupting and 

disrupter in the subsequent keyword count.  

 

Subsequently, the keyword coding applies a dichotomous approach, in which it emphasizes that if the 

company discloses a specific keyword at least once, it receives the score 1 for that word, otherwise 0 

(Trusty, 2000; Peng et al., 2002). This coding method eliminates bias from reports that are of different 

size and word count and moreover lowers the risk of scoring higher for the firms that repeat a word 
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several times. Ultimately, the firm receives points for each of the included five years if the word is 

repeatedly entered across years as a long-term strategic intent. This data analysis will act as the base for 

the assessment of firms’ overall propensity to innovation based on total exploitation and exploration 

score. The scores are further ranked in the Ambidexterity Scorecard to present the total magnitude and 

relative balance of both exploitative and exploratory intent (Appendix 2; Appendix 3), along with the 

variable calculations for the established proxy calculations of ambidexterity (Appendix 4) and variable 

input towards measuring ambidexterity (Appendix 5).  

 

 

 

 

 

 

 

 

 

 
Table 3: Keywords for Total Exploitative Strategy and Total Exploratory Strategy 
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In order to answer the research question, this study aims to expose the predicting powers of the 

established variables. By applying multiple linear regressions, relationships between the specified 

variables can be analyzed to essentially confirm or reject the established hypotheses. With firm financial 

performance as operating revenue growth as the dependent variable, the following models are tested by 

regressions with linear ordinary least squares. Each variable is calculated as previously elaborated in 

section 4.2. Subsequently to the established data collection and variable calculations, the linear 

regression model can now be specified as stated below: 

 

 
 

5.4.3. Thematic Analysis of Annual Reports 

Developed by the data collected from the keyword search in annual reports, the Ambidexterity Scorecard 

presents an overview of the sample firms’ ambidexterity Total Exploitation and Total Exploration scores 

(Appendix 2). These rankings provided the grounds for calculation of ambidexterity balance, magnitude 

and integrate measure and furthermore makes it possible to observe which firms reach excellence on the 

graph. Ultimately, this allows the research to conduct an in-depth thematic analysis of the firms that are 

seemingly ambidextrous. 

 

5.4.3.1. Sampling Cases of Thematic Analysis 

The firms that were sampled for the thematic content analysis were selected based on the singular 

objective of uncovering how firms operating in the fashion industry facilitate ambidexterity. Ultimately, 

a restricted sample of firms within the ‘excellence’ category were chosen for this analysis. The rationale 

behind this decision was to ensure a sample of which valuable and unique insights to ambidexterity in 

the industry could be uncovered (Martini et al., 2012). Through the non-probability, purposive sampling 
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strategy, a sample of six firms was selected to obtain data saturation. Purposive sampling, or judgmental 

sampling, is generally acknowledged in studies where the analysis requires particularly informative 

samples (Neumann, 2014; Saunders et al., 2016). Purposive samples cannot, however, be considered 

statistically representative of the population. The logic behind the case selection should furthermore 

emerge from the research question and central objective (Saunders et al., 2016). In this sense, case 

selections were exclusively conducted in line with the firms’ ambidexterity excellence level. 

	

5.4.3.2. Data Analysis of Thematic Analysis of Annual Reports 

The annual reports are analyzed in NVIVO based on the keywords applied in the prior data assessment 

(Table 3, p. 60). The thematic analysis is an advocated qualitative data analysis technique that allows 

for the search of themes and patterns across large qualitative datasets (Saunders et al., 2016). Thematic 

analysis categorizes data units into labeled themes for further analysis and allows for a systematic yet 

accessible and flexible approach towards qualitative data analysis (Braun and Clarke, 2006; Saunders et 

al., 2016). The coding of the selected keywords provides the basis for developing themes and patterns 

based on repetition to address exploitative and exploratory innovation strategies in the global fashion 

industry.  

 

Therefore, this analysis digs into significant strategies towards achieving ambidextrous innovation with 

the aim of obtaining superior firm profitability. The coding process ensures consistency throughout the 

empirical research and allows for linking units of data that refer to the same aspect or meaning as well 

as linking meanings for contrast and comparison between Exploitative Innovation Strategies and 

Exploratory Innovation Strategies. The interactive nature of the abductive research approach of this 

thesis allows for a flexible, yet structured development of the analyzed themes (Saunders et al., 2016).  

 

Previous studies have utilized annual reports to analyze the fashion industry (Davey et al., 2009). 

According to Davey et al. (2009) the annual report is “the formal medium of communication between 

the business entity and its shareholder and, as such, confers a degree of credibility” (p. 403), and has 

further been widely applied in evaluating companies and examining management’s commitment to 

factors other than the financials (Brennan, 2001; Davey et al., 2009). Moreover, Bhandari (2013) studied 

ambidexterity through annual reports.  
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The coding process of the 34 keywords (Table 3, p. 61) contributed to the development of the themes 

surrounding this thematic analysis. The recognized themes allow for exploring innovation strategies, 

and thus, obtains an in-depth understanding of how to achieve ambidexterity within the fashion industry. 

The themes are as follows:  

	

	

Table 4: Development of Themes  

 

Despite the prominence of thematic analysis, it lacks clearly specified series of procedures (Bryman and 

Bell, 2015). Additionally, the quality of the data retrieved from the thematic analysis contains the risk 

of researcher bias in which the development of themes and patterns is dependent on the interpretation 

what constitutes a theme. In order to minimize the disadvantages of this analysis, the themes are 

developed based on the codes retrieved from the earlier established keywords retrieved from existing 

literature on ambidexterity and industry specific terminology.  

	

5.4.4. Expert Interviews 

As previously addressed, primary data collection is expected to increase validity and reliability of the 

research in which the data is specifically collected in accordance with the research objective (Saunders 

et al., 2016). In line with the philosophy of science and research approach of this thesis, two semi-

structured expert interviews were conducted to elucidate the complexity of ambidexterity and the 

relevance of innovation in the fashion industry. Accordingly, the rationale behind this final data 

collection is to add the final missing piece in understanding the ambidexterity puzzle and enrich the 

explanatory position of this thesis.  

 

The semi-structured interview is a non-standardized interview with a medium-levelled structure and 

formality (Saunders et al., 2016). This type of interview allows the researcher to gain in-depth detailed 
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answers while sustaining an organized manner to cover the over-all developed themes. However, semi-

structured interviews lack standardization, which thus questions the dependability of the qualitative 

research. Nonetheless, by adopting multiple interviews, in which parts of the interviews include the same 

questions and themes, this bias is somewhat reduced. Even though understanding that interviews contain 

interviewer bias, it was ensured that the interview was conducted on the basis of shortly formulated and 

neural questions, which arguably limits this bias and increases credibility of the data obtained from these 

interviews. Furthermore, the clarity and relevance of applying this type of research method rely on skills 

and efforts of the researcher (Saunders et al., 2016). Thus, transparency of the interviews was enhanced 

by ensuring a respectful and relaxed set-up. 

 

Generally, expert interviews provide valuable and reliable insights to latent data and are significantly 

advantageous in the exploratory phase of a study. They can reduce time-consuming data gathering 

processes in situations where it might prove difficult or impossible to gain access to a particular social 

field (Bogner et al., 2009). Expert interviews increase the validity, reliability and accuracy of other 

results that have emerged throughout a study and avoid the ‘ecological fallacy’ (Reinikainen, 2007). 

Additionally, combining statistical analyses with expert interviews is evidently beneficial in an 

explanatory study (Selck, 2005) and within ambidexterity research (Kowalczyk and Buxmann, 2015). 

Finally, prior empirical research on ambidexterity highlight the relevance of conducting expert 

interviews (Beverland et al., 2015).  

 

5.4.4.1. Sampling of Interviewees 

The experts were chosen based on their professional background and substantial contribution to the field 

of organizational ambidexterity, strategic innovation and digitalization. In line with the non-probability, 

purposive sampling technique, the experts are exclusively selected due to their relevance in providing 

this thesis with useful insight to support the underlying constructs of the research. 

 

Johannes Luger holds a Ph.D. in organizational ambidexterity and is a renowned author of several 

advancements within the field of innovation, strategic leadership and the balance of the dual tensions of 

exploitative and exploratory innovation. In previous momentous work, Johannes has advanced insight 

to the dynamic contingencies of exploitation and exploration, which he through the interview underlined 

as firm-level obstacles, which firms operating in the global fashion industry are faced with. 
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Rasmus Houlind is Chief Strategy Officer at Agillic and widely experienced in the field of digitalization 

and big data analytics to leverage Omnichannel strategies. His recently published book on omnichannel 

innovation, “Make it all about me”, underlines the importance of being at the forefront of new trends 

while simultaneously focusing on maintaining a strong bottom-line business, which is at the core of the 

concept of ambidexterity. The interview accentuated explicit go-to strategies that firms can leverage to 

obtain organizational ambidexterity in the disrupted fashion industry.  

 

5.4.4.2. Data Analysis  

The analysis and transcription of interviews were conducted instantly after collection. In line with the 

keyword search coding and thematic analysis of annual reports, the transcripts were also applied to the 

software tool, NVIVO. Due to the different fields of expertise, the transcriptions contained detailed 

descriptions of each unique interview (Appendix 6). To ensure inter-rater reliability, the researchers 

transcribed the two interviews separately and then merged transcripts to optimize the quality, coherence 

and consistency of these (Bryman and Bell, 2015). Moreover, the transcriptions were analyzed in terms 

of the Thematic Narrative Analysis in order to discover quotes of high relevance in supporting the 

subsequent thematic analysis of the six case firms. Additionally, the analysis emphasizes the 

chronological structure and contextual background of the themes retrieved through the interviews 

(Saunders et al., 2016).  

 

5.5. Research Quality  

This study is based on quantitative and qualitative secondary data, in which firm financial metrics were 

retrieved from Osiris and keywords and strategic statements from annual reports, supported by primary 

data collected from in-depth interviews with experts on the field of interest. Although this thesis 

conducts a multilevel mixed-method approach, utilizing qualitative and quantitative methods as well as 

primary and secondary data, a discussion in terms of the nature of the underlying data of the study is 

imperative.  

 

The quality of the applied data methods is evaluated with the purpose of ensuring a strong research. Due 

to the differences in nature and context of quantitative and qualitative research, these are addressed 

separately in order to provide a clear and strong evaluation of the data for this thesis. The quality of 

quantitative research is examined based on the reliability and validity of the data. In addition, the 

qualitative research is evaluated through its trustworthiness in terms of credibility, transferability, 
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dependability and confirmability (Bryman and Bell, 2015). These concepts are argued to provide a better 

assessment of qualitative research, whereas reliability and validity are more appropriate for the 

evaluation of quantitative research (Bryman and Bell, 2015).  

 

5.5.1. Quantitative Research Quality 

Reliability concerns whether the measurement is consistent and the results repeatable over time (Bryman 

and Bell, 2015). In order to evaluate validity, this thesis addresses the prominent factor of stability to 

which the measure is stable over time, and therefore, to limit fluctuations of the results (Bryman and 

Bell, 2015). In this regard, this thesis implements the test-retest method, meaning that the measurements 

are calculated on one occasion and then reassessed. The test-retest method was conducted three times in 

this study in order to ensure that mis-calculations and errors had not occurred by observing similar results 

across all analyses. Therefore, the quantitative results are evaluated to account for strong stability of the 

measurements, and thus, increases the reliability of the data.  

 

In further addressing the quality of the quantitative research methods, the concept of validity is 

concerned with the integrity of the conclusions that are generated from the data that is studied. 

Additionally, the validity of the data is perceived to be of greatest importance for the quality of 

quantitative research methods (Bryman and Bell, 2015). The quantitative data is applied to test the 

relationship between ambidexterity and firm financial performance. However, empirical evidence on 

providing conceptual clarity on the measurement of ambidexterity is still fragmented. In light of this, 

several academic researchers have addressed the measurement of ambidexterity (Gupta, 2006; Cao et 

al., 2009; Martini et al., 2012), from which the proxy measurements for this research are established. 

The selected proxies are elaborated in section 4.2.  

 

The quantitative research of this thesis is solely conducted based on secondary data, in which primary 

data, such as surveys, prompts the question of single-informant bias (Jansen et al., 2006). On the other 

hand, a majority of empirical studies applied primary data for understanding the contexts of 

organizational ambidexterity (He and Wong, 2004). Nonetheless, in appreciating the fact that this study 

takes an industry-level approach to the concept of ambidexterity in the first stage, secondary data 

collection for the regression analyses was deemed to be the more attractive approach. Furthermore, this 

study measures ambidexterity in terms of accounting metrics and financial outcomes. From this point of 

view, archival financial data is a sufficient and valid method for measuring ambidexterity effects.  
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In order to further evaluate the validity of the quantitative data of this thesis, the concept of face validity 

is applied to ensure that the measure reflects the content of the concept in question (Bryman and Bell, 

2015). In order to validate the quantitative research, four distinct proxy measurements of ambidexterity 

are based on academic researchers’ previous assessments and estimations in terms of their aptitude in 

depicting ambidexterity (Section 4.2.). The Ambidexterity Integrate Measure, developed by Martini et 

al. (2012), originates from the interaction measure (Cao et al., 2009) with the purpose of applying a 

holistic evaluation to the concept of ambidexterity. This measure is generally deemed valuable and 

capable in depicting exploitative and exploratory innovation strategies by integrating both the 

ambidexterity balance and magnitude dimensions. 

 

Additionally, the concept of construct validity is implemented in which hypotheses are established based 

on existing literature and empirical research on organizational ambidexterity. This thesis outlines four 

hypotheses to be tested throughout the study (Section 4.1.). Moreover, all four hypotheses concern 

measuring ambidexterity to test their relative impact on firm financial performance for the sample. The 

four hypotheses are compared to one another, thus, emphasizing convergent validity (Bryman and Bell, 

2015). Further validating the data through the concept of convergent validity all hypotheses are tested 

on three measures of firm financial performance; average, media and GACR in order to account for the 

differences in measuring growth.  

 

Moreover, in testing the validity of the quantitative data, ordinary least squares (OLS) multiple 

regressions are carried out. In line with the general application of OLS, this research tests for 

heteroscedasticity bias in order to ensure correct conclusions in terms of the significance of the 

regression coefficients. Additionally, by applying data from a five-year timespan, the analysis adjusts 

for cyclical exogenous factors that may affect the outcome of the regressions and better capture the 

underlying relationships between the variables (Morbey, 1998). Furthermore, this research assesses 

multicollinearity bias in order to ensure the relevance of testing the distinct variables. Additionally, after 

conducting the multiple regression analyses, sanity tests were conducted in order to benchmark with 

similar studies to account for rationality of the results. First, the sanity test underlines the validity of the 

quantitative research, as similar results have previously been established (Stock and Watson, 2015). 

Secondly, R&D-to-revenue ratios were calculated in order to ensure that the sample firms did not have 

fixed ratios. Finally, Bivariate Fits (JMP) have been conducted to display the consistent relationships 

between the variables to further underline the strong relationships in the models.  
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5.5.2. Qualitative Research Quality 

Credibility addresses the issue of how realistic and congruent the findings are compared to the reality as 

well as the reliability of the results (Bryman and Bell, 2015). Credibility can be ensured by cross-

checking how other studies within the literature have undertaken the research topic: the good practice 

approach (Bryman and Bell, 2015). Therefore, this research applies the good practice approach through 

an extensive review of existing literature within the topic of organizational ambidexterity and its impact 

on firm performance. Anderson and Imperia (1992) and Bhandari (2013) argue that strategic statements 

in annual reports represent a firm’s philosophy and corporate culture. Going from the central notion of 

organizational ambidexterity, the very first step towards facilitating simultaneous balance of exploitative 

and exploratory tensions stems from organizational culture and entrepreneurial mindset. Nonetheless, 

the qualitative reports are not as tangible as financial measures, the reports are valuable in elucidating 

firms’ propensity and willingness to innovate. Moreover, the expert interviews were transcribed by both 

researchers, compared and sent for approval by the interviewees in order to avoid misunderstandings 

and ensure consistency in the communicated information.  

 

The concept of transferability refers to whether the research can be replicated. Qualitative research is 

often deep and insightful rather than broad and simple, and thus, there is a doubt whether the findings 

can be used in a different context than the one being researched (Bryman and Bell, 2015). Additionally, 

Shenton (2004) explains that the researchers must ensure that all necessary information is provided in 

order to apply the research in other contexts. This thesis includes a sample of 46 companies to test 

ambidexterity effects on firm performance.  

 

Following, a multiple case study of six case firms was conducted to explore exploitative and exploratory 

innovation strategies. In light of a multiple case study relatively to a single case study, increases the 

replicability findings. Additionally, to ensure transferability within this thesis, descriptions upon the case 

companies is included as well as when the data was collected. The latter is furthermore also applicable 

for the expert interviews. Nonetheless, transferability is moderately vague in the context qualitative 

analysis based on the often-subjective nature of the research method. Therefore, the qualitative data of 

this thesis is in general difficult to replicate to any situation (Shenton, 2004).  

 

Dependability addresses the reliability of the qualitative research. Moreover, the issue of dependability 

of the qualitative data lies within ensuring that complete records are kept of all phases of the research 

process in order for future researchers to repeat the work, if not necessarily to obtain the same results 

(Shenton, 2004; Bryman and Bell, 2015). Therefore, to ensure the dependability of the qualitative data 
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an ‘auditing’ approach is adopted, in which all secondary and primary data gathered is securely saved 

and included in the Appendix. Additionally, the variable operationalization discusses the choice of 

proxies for measuring ambidexterity as well as firm financial performance (Section 4.2.). Moreover, a 

clear description of the chosen keywords applied for retrieving the ambidexterity balance and magnitude 

of the 46 companies (Table 3, p. 60) as well as the interview guide and transcriptions hereof is provided 

(Appendix 6). Additionally, the dependability of this thesis is further ensured by the methodological and 

theoretical choice based on prior academic literature.  

Confirmability of the data is concerned with ensuring that while recognizing that complete objectivity 

is impossible, the research can be shown to have acted in good faith, and thus, that the researchers have 

not overtly allowed personal values or opinions to impact the outcome of the research (Bryman and Bell, 

2015). To achieve confirmability of qualitative data the focus throughout the research must has been on 

understanding the perspectives of the case organization or the people being interviewed (Shenton, 2004). 

Therefore, the thematic analysis of the annual reports is based on themes constructed from the coding 

of the prior applied keyword search. Additionally, the researchers sustained neutral throughout the 

interviews in order to emphasize the individual perspectives of the experts, and thus, increases the 

validity of the data.  

 

Nonetheless, qualitative research is criticized for its subjective perspective on research (Bryman and 

Bell, 2015). In regard to the expert interviews, researcher bias arises in which the experts were 

purposively chosen based on their professional background. Additionally, despite the six case firms were 

selected based on their concurrent high levels of ambidexterity balance and magnitude, what defines 

‘high balance’ and ‘high magnitude’ is purposively judged by the researchers.  

 

In summing up, the quality of the combination of quantitative and qualitative data complement each 

other and provides better opportunities for answering the research question (Saunders et al., 2016). 

Moreover, the validity, reliability and trustworthiness of the data is highly supported by prior empirical 

studies as well as existing literature on organizational ambidexterity.  
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5. Quantitative Data Analysis 

This section presents the results from the conducted analysis of the data, as previously addressed in 

section 5.4.1. First, correlations for all variables are displayed for both R1 and R2 followed by 

histograms, residual plotting and Shapiro Wilk’s Goodness-of-Fit test all for the purpose of ensuring 

usefulness and quality of the underlying data included in the regression analysis.  

 

5.1. Normality of variables  

In order to ensure normal distribution of the variables in the sample, histograms and Shapiro Wilk’s 

Goodness-of-Fit test was carried out in JMP. For the variables in both R1 and R2, the majority of the 

variables display normal distribution by the symmetrical, bell-shaped normality curve. Here, the greatest 

variable frequencies should be displayed around the middle combined with frequencies diminishing 

towards the two extreme ends (Stock and Watson, 2015). As seen in the histograms for the dependent 

variable below, the data display normal distribution with no significant outliers or skewness towards one 

of the ends (Appendix 7). This is particularly important in terms of the dependent variable, in which the 

key assumption of the linear regression is a normalized dependent variable distribution (Stock and 

Watson, 2015).  

 

 
 

Figure 9: R1 histogram frequency distributions for the dependent variable (N = 98) 

 



	 71 

What can be observed above is the histogram frequencies for the dependent variable, all three measures, 

after the removal of six outliers from the initial sample of 104 firms. What can be observed from the 

histograms of the dependent variable is the display of a fairly normal distribution with a peak frequency 

located at the middle and diminishing frequencies towards the extremes. No excessive skewness towards 

one end can be observed. After removing the outliers, there are no significant outliers in the distribution.  

After the outliers were removed from the sample, the distribution shifted back towards the center and 

now display the symmetrical, bell-curved shape, essentially demonstrating normality.  

 

 

Figure 10: R2 Histogram frequency distributions for dependent variable (N = 46) 

 

 

An alternate method to testing for normality by observing the distribution frequency in histograms is the 

more detailed and reliable method; Shapiro Wilks ‘Goodness-of-Fit’ Test (Stock and Watson, 2015). 

The normality test is applied in JMP and applied for both R1 and R2 sample to test for the normal 

distribution of each variable and ultimately uncover whether the hypothesis of normality is confirmed 

or rejected (Appendix 8). By observing the distributions and the P-values of the frequency, it becomes 

evident that some skewness does occur for some of the variables. However, seeing that the dependent 

variable is normally distributed, the central assumption of the regression model is seemingly held true 

for the data.  
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Figure 11: JMP Shapiro Wilk’s Goodness-of-Fit 

 

As observed in the figure above, the frequency distributions carried out in JMP display normality for the 

dependent variable, in line with the histogram distributions. This holds true for the rest of the variables 

(Appendix 8). Ultimately, even though understanding that the distributions in each variable is not 

perfectly symmetrically distributed, it can be concluded that the overall data set is somewhat normally 

distributed. Certainly, after removing the apparent outliers, the data is deemed suitable for analysis.  

 

5.1.2. Heteroscedasticity 

Going from the assumption of homoscedasticity, as previously addressed in section 5.4.1., residual plots 

were displayed for all variables in order to depict whether heteroscedasticity could be observed. Seeing 

that the linear regression assumes heteroscedasticity, same variance of residuals, the residual plots 

should display a random dispersion around zero. As can be observed for the variables below, the 

residuals are randomly located in the scatterplot. Further residual scatterplots for all variables in the 

regression model can be observed in Appendix 9. 

 

As seen in the figure below, the residual plots display random variance of dots on the graph. In the case 

where one could observe specific trends or patterns in the residual plots there exist a risk of 

heteroscedasticity bias, which would lead to the linear regression assumption of linearity to be 

fragmented (Stock and Watson, 2015). Therefore, from observations of the residual scatterplots and their 

trend lines, it seems that the assumption of homoscedasticity holds true for the variables and that 

heteroscedasticity bias is not present. 
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Figure 12: Residual for dependent variable (outliers removed) 

 

 

In light of all the above, it is possible to conclude from the data assessment that the overall assumptions 

for a linear multiple regression model are met for the data samples in both R1 and R2. The correlation 

matrixes and residual plots displayed that there is little risk of multicollinearity and heteroscedasticity 

in the samples. It is conversely observed that the removal of apparent outliers ensured a symmetrical 

and bell-curved shape in the histograms, which points towards normal distribution of the underlying data 

of the variables. Finally, the Shapiro Wilk’s Goodness-of-Fit uncovered significant normality for several 

of the variables, including the dependent variable. After assessing the predicting powers of the variables 

in terms of validity and normality of the underlying data, the following section present results from the 

multiple regression analyses.  
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5.2. Descriptive Statistics  

After ensuring that the data is valuable and useful, and prior to carrying out the regression models, 

it should be inspected whether excessive correlations between the operationalized variables can be 

observed. Ultimately, correlation matrixes with descriptive statistics for all variables are presented 

for both R1 and R2 in order to conduct a preliminary scan of the relationships between variables to 

check for multicollinearity. The first correlation matrix for regression analysis 1 (N = 98) is 

presented below. 

 

*Values for revenue and R&D growth are in percentages 

Table 5: R1 Descriptive statistics and correlations between all operationalized variables 

 

The descriptive statistics of the variables in R1 uncover some apparent results. What is interesting to 

observe in terms of the mean values, is that there is a considerable difference between the median and 

the average values in terms of mean size. This underpins the initial assumption regarding the average 

measures capacity to include any extreme fluctuation that may occur in the data, while the median 

measure rather ‘smoothens’ out the data by depicting middle values, which further elucidates the 

relevance of including various measures of revenue and R&D growth rates.  

 

Firstly, no multicollinearity seems to be present. Surely the correlations between the three measures of 

revenue growth and R&D are high, but any other finding would have been surprising. Nonetheless, no 

excessively high correlations can be observed between the variables that are to be included in the 

multiple regression analysis. As previously addressed, if the variables are substantially correlated with 

correlations above 0.800, multicollinearity is present (Saunders, 2016). Thus, the correlation matrix 

depicts that no such excessive correlations exist between the variables.  
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Although understanding that correlation and regression are two distinct methods of analyses, 

correlations can provide the following regression analysis with preliminary insight to the relationships 

in the data. The matrix can display potential relations that may occur in subsequent regression models. 

In light of this, it is interesting to observe the fairly strong correlations between some of the variables. 

The dependent variable, Revenue CAGR, is correlated with all three R&D expenditure growth measures 

with 0,335, 0,348 and 0,207, respectively. It is quite interesting to denote the relatively high correlations 

with R&D CAGR and R&D Median, while the correlation with R&D average is considerably lower. 

This, again, underlines the fact that the average measure captures extensive fluctuations in the data and 

is therefore both more biased in predicting long-term performance measures, but at the same time 

capable in capturing excessive investments in R&D, which is seemingly reasonable in the context of this 

study.   

 

Accordingly, the second correlation matrix for regression analysis 2 (N = 46) is presented below. 

 

*Values for revenue growth are in percentages 

Table 6: R2 descriptive statistics and correlations between all operationalized variables 

 

A first thing that is interesting to pay attention to is the correlations between the distinct independent 

variables in the model, namely Ambidexterity Magnitude, Balance and Integrate Measure. Seeing that 

Integrate Measure is highly correlated with Balance and Magnitude (0,617 and 0,871), it becomes 

evident that the integrate measure does, in fact, effectively integrate the two underlying constructs in 

measuring ambidexterity as the combination of both balance and level dimension. This elucidates the 

fact that the three measures are all a part of the overall ambidexterity construct, and all are crucial parts 
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of the operationalization of a firm’s ability to simultaneously balance and maintain high levels of 

exploitative and exploratory logics. 

 

In continuing, there exist several obvious correlations between the dependent, independent and control 

variables that are interesting to address. First, it is evident that the three measurements of revenue growth 

are highly correlated with 0,91904, 0,93415 and 0,87289, respectively. This finding essentially 

underlines the expectation regarding each measures ability to capture operating revenue growth. 

Nonetheless, seeing that they are not perfectly correlated further supports the initial understanding that 

each measure is different in terms of measurement of growth rate for the five years. This ultimately 

highlights the relevance of applying all three in uncovering relationships between ambidexterity and 

firm performance in an explanatory study.  

 

Not surprisingly, the same correlation patterns between the variables can be observed for R2 as 

previously observed in R1. All variables display positive correlations between each other, except for the 

control variables firm age and nationality. Interestingly, the same patterns are observed in both 

correlation matrix for R1 and the correlation matrix for R2, in which all Revenue growth measures 

display high, positive correlations with all proxies. Both R&D expenditure (proxy 1) and ambidexterity 

magnitude, balance and integrate measure (proxy 2, 3, and 4) display positive correlations between each 

other and between the dependent variable.  

 

Thus, the general pattern occurs in both correlation matrixes between all variables, except the control 

for firm age and dummy variable for firm age, in which negative correlations are observed. It is 

interesting whether these correlations between variables can be observed throughout the subsequent 

regression models.  

 

5.3. Linear Regression Results 

Going from the explanatory logic of this thesis, the multiple regression analysis is divided into two 

overall regression analyses. The first multiple regression, R1, encompasses a full sample of 98 publicly 

listed firms operating in the fashion industry. The final sample was previously reduced from 98 from 

104, as six outliers were observed and consequently removed from the sample (N = 98). This section 

presents the results from t-tests and f-tests to uncover whether there is a significant relationship between 

the dependent variable (operating revenue growth) and the independent variable (R&D expenditure 
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growth). Both R1 and R2 include the three control variables, namely firm age (log), firm size (log) and 

firm nationality (dummy). R1 includes nine models, which aim to test the significance of the three 

measures of operating revenue growth and R&D expenditure growth (CAGR, median and average 

growth rates). Accordingly, the three constructs of firm financial performance are tested for the three 

constructs of innovation intensity, acting as the proxy for ambidexterity in the first multiple regression. 

All results and regression outputs can be observed in Appendix 10.  

 

5.3.1. Innovation Intensity and Firm Financial Performance 

The tables below display the results from the linear multiple regression analysis carried out on operating 

revenue growth rates, R&D expenditure growth rates and the control variables, age, size and nationality. 

Table 7 below display the results from the three models conducted on the three R&D measures and 

operating revenue CAGR. 

 

 

 
Table 7: R1 Revenue CAGR Results 

 

First, the control variables displayed steady effects on the models in each case. Firm age (log) 

consistently displayed negative and statistically significant impact on the model, while firm age 

conversely displays a positive and statistically significant relationship. The nationality dummy showed 

insignificant and very low coefficients across all models.  
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The R&D CAGR measure demonstrate the highest effect on Revenue CAGR regressions, with a 

coefficient of 0,1417 and p: 0,0028, ultimately showing a positive and statistically significant effect on 

Revenue CAGR. R&D Median display a positive and statistically significant influence on revenue 

CAGR, while R&D Average display the lowest, but positive, and statically significant relationship with 

Revenue CAGR.  

 

In terms of the observations that can be made from table 8 below, the same results apply for the models 

that include the other two measures of revenue growth, namely average sales growth and median sales 

growth. The additional measures for firm financial performance were added in order to uncover different 

results in regard to different ways of measuring operating revenue growth for the five years. However, 

as it can be observed, the additional methods of measuring revenue growth rates and R&D expenditure 

growth rates effectively captures the relationships between the two variables.   

 

 
Table 8: R1 Median Operating Revenue Growth 

 

With p-values well below 0,05 and overall significant f-tests, the models for the median measurement 

of operating revenue growth for 2014-2018 are also highly significant.  
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Table 9: R1 Average Revenue Growth 

 

Following the findings from R1, a second regression analysis was subsequently carried out in the pursuit 

of revealing the most prominent link of this study, namely the relationship between organizational 

ambidexterity and firm financial performance. In R2, the t-tests and f-tests are carried out on the 

dependent variable, which is still operating revenue growth, and the three distinct measures of 

ambidexterity, namely Balance, Magnitude and Integrate Measure.  

 

R2 consequently acts a second and final step in fulfilling the conceptual model which is being tested. 

The sample for R2 is 49 firms due to barriers regarding non-English languages and public inaccessibility 

of annual statements in the five-year timespan of data collection. These limitations are previously 

discussed in section 5.4.2.1. Moreover, 3 outliers were observed from the sample by histogram 

observations and normality tests, resulting in a final sample of 46 firms.  

 

5.3.2. R2 for Ambidexterity Balance, Magnitude and Integrate Measure  

The three final proxies of ambidexterity replaces R&D as the independent variables to be tested in terms 

of effects on firm financial performance, operating annual revenue growth rate, which still acts as the 

dependent variable. Furthermore, the control variables firm age (log), firm size (log) and nationality are 

maintained in the analysis for the same reasons as in R1. Ultimately, R2 includes 9 distinct models for 

which each model investigates underlying relationships between the constructs. 
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Table 10: Ambidexterity Balance, Magnitude and Integrate Measure 

 

The results from the regressions are interesting due to several reasons. As depicted in the table 10 above, 

it is clear that the relationships between the dependent and independent variables are far less significant 

and the coefficients are considerably lower than for R1. All coefficients between the three independent 

variables and the dependent variable are positive.  

 

What should be denoted first is the fact that there is a positive and significant relationship between the 

Ambidexterity Integrate Measure and revenue CAGR (compound annual growth rate from 2014-2018). 

An overall regression model with a significant F can be observed with (P = 0,00020) and a positive and 

significant coefficient between the Integrate Measure and the dependent variable (P: 0.02317). The 

independent variable, ambidexterity integrate measure, positively and significantly affects operating 

revenue growth with a 0.14 coefficient. In addition to this, it is interesting to denote that both firm age 

and firm size also showed significance for the model. With a P: 0,0005, firm size displays a significant 

and low positive effect on the relationship between the dependent and independent variable. Moreover, 

as expected, firm age has a slightly negative and significant effect on the model with a P-value of 0,0290. 

All outputs for the models can be observed in Appendix 10. 

 

In continuing, as observed from table 10, none of the models displayed significance between 

ambidexterity magnitude and ambidexterity balance in their effects on operating revenue growth. Even 

though the F-tests displayed high significance for each model, none of the relationships can be observed, 

as all P values for the dependent and independent variables are above 0.05. What is interesting to denote 
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here, however, is that the ambidexterity balance coefficient is concurrently high and positive with 

operating revenue growth. In the operating revenue CAGR model, ambidexterity displays a coefficient 

of 0,13079 and a P-value of 0,0526 on the t-test.  

 

An additional, and quite interesting finding is that ambidexterity magnitude proved to be insignificant 

with very low coefficients in its effects on operating revenue growth. Even though having a positive 

relationship with the dependent variable, the coefficients are very low and with insignificant p-values 

above p > 0.05. As the t-test display high p-values of p: 0,3532, p: 0,3541 and p: 0,6588, each of the 

three magnitude models display insignificant relationships with operating revenue growth.  

 

In summing up the R2 regression results, some very interesting findings have been brought to light. As 

theorized from the literature review, the initial assumptions regarding the Ambidexterity Integrate 

Measure hold true. As a positive and significant link is discovered between the sample’s ambidexterity 

integrate measure rank and operating revenue growth for the five years, the central empirical discussion 

regarding the integration of both the balance and the combined dimensions is supported The interesting 

finding from these models is that balance display marginally higher effects on revenue growth with 

coefficients above 0,13, while magnitude had low effects with a coefficient of 0.00006. Even though 

being positive, the effect of overall ambidexterity level thus seems highly unrelated in terms of its 

isolated effects on revenue growth. In comparison, it is evident that balance seems more important in 

terms of both the high positive coefficients and P value of 0.0526.  

 

Summing up R1 and R2 

In light of the findings from descriptive statistics and regression analysis 1 and 2, this subsequent section 

clarifies the key outtakes from the results uncovered throughout the preceding analysis. The R1 analysis 

display high significance across variables and the overall models in the f-test. In addition, the models 

furthermore indicate quite strong predicting power of variables, which can be observed from the R2 and 

adjusted R2 for each model. In referring the predicting power of the variables, with R-squared and 

adjusted R-squared, it is important to add that the strong correlation of the control variables may further 

affect this result. The overall f-test for the regression model is also affected by the overall significance 

of all variables in the model. Seeing that the control variable, firm size, is highly significant as well it 

would seem that this may have an impact. Nonetheless, it is evident that the positive and significant 

relationship between the dependent and independent variable is steady across the nine models in R1.  
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In turning to R2, the overall model displays lower significance and this is seemingly because the 

significance of the relationships between variables are considerably lower than in R1. Nonetheless, the 

overall models are significant, the predicting power is fairly strong (R2 = 0,4077, adjusted R2 = 0,3499). 

In addition, significant relationships between the independent and dependent variables are observed, 

along with the control variables, firm size and age. Consequently, even though being relatively small 

sample sizes, the significant relationships and strong predicting power of the models point towards an 

overall high usefulness of the data. In addition, compared to what has been used in previous empirical 

studies on the field of organizational ambidexterity, the sample size is fairly large (e.g. Martini et al., 

2012; He and Wong, 2004).  

 

In continuing, the most central assumption of the regression model is that there is a normal distribution 

of the data included in the analysis. Consequently, for the regression model to be meaningful and 

valuable, it demands that the variables consist of normalized distributions. In order to ensure normal 

distribution of the data, histograms were carried out in excel followed by Shapiro Wilk’s Goodness-of-

Fit tests in JMP. As observed in appendix 8, the variable distributions display the symmetrical bell-shape 

and the majority of the tests confirms the Ho, meaning that the data is from the normal distribution. 

Residual plotting for homoscedasticity furthermore displayed that the regression model’s assumption 

regarding homoscedasticity is held.  
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6. Case Firms 

Following the quantitative analysis, six ambidextrous case firms are explicitly selected from the sample 

to provide insight to contemporary innovation strategies of firms operating in the industry. Seeing that 

each firm reached ambidexterity excellence (balance and magnitude) on the scorecard, it is believed that 

the sample effectively facilitate ambidextrous innovation in the industry. 
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7. Qualitative Data Analysis 

This chapter addresses how firms operating in the fashion industry pursue organizational ambidexterity 

through exploitation and exploration strategies. As elaborated in the literature review and supported 

through the quantitative analysis, ambidexterity is not achieved if firms do not manage to balance high 

levels of exploitation and exploration. Explicitly focusing on ambidextrous innovation, this chapter 

explores exploitative and exploratory innovation strategies in the fashion industry.  

 

7.1. Thematic Analysis of Annual Reports 

In order to understand the strategic innovation focus of firms operating in the fashion industry, a thematic 

analysis of six firms is conducted. The firms are chosen based on ambidexterity balance and level 

retrieved from The Ambidexterity Scorecard (Appendix 2), and are thus, expected be the most 

ambidextrous firms of the sample. Throughout this analysis, various codes have formed four themes to 

clearly present the respective innovation strategies of this industry (Table 4, p. 63).   

 

The following themes are: Strategic Vision, Strategic Actions, Organizational Culture and The Digital 

Era. As presented in Ambidexterity Scorecard (Appendix 2) the sampled firms of this research clearly 

lean towards more exploitative innovation strategies compared to exploratory innovation strategies. This 

supports the literature, which states that the fashion industry is incremental and thus, that they lack 

exploratory strategies (Pedersen et al., 2016; McKinsey, 2019). Academic literature of ambidexterity 

evidence that concurrent high levels of balancing exploitative and exploratory innovation strategies and 

ambidexterity magnitude yields long-term success and superior firm performance (Cao et al., 2009; 

Martini et al., 2012).  

 

7.1.1. Strategic Vision  

	
7.1.1.1. Exploitative Innovation Strategy 

According to the Ambidexterity Scorecard (Appendix 2), Farfetch expresses a stronger exploitative 

orientation, rather than exploratory, compared to the other five firms. Farfetch highlights that they may 

not be able to maintain their existing systems and therefore must secure an agile strategic vision, 

suggesting a strong exploratory vision in which they are aware of the disruptive environment in which 

they operate. Moreover, the strategic vision of Farfetch is grounded in the customer-centric orientation, 
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reinventing how consumers discover and engage with luxury fashion. They do so by facilitating the 

discovery of new brands, providing tools to allow consumers to find the items they are looking for and 

inspire lovers of fashion around the world through unique, personalized experiences based on their deep 

understanding of their specific consumers enabled by data insights (Farfetch, 2018). Additionally, 

Farfetch maintains focus on fast growing categories within their Marketplace such as Steetwear and 

Luxury to sustain success and create additional opportunities for their customers by expanding into new 

luxury categories and product offerings alongside (2019).  

 

HUGO BOSS emphasizes the vision for being transparent and aim for an open communication 

environment towards employees, partners and customers by aligning communication strategies across 

channels (HUGO BOSS, 2017). Due to the repositioning of their brands, HUGO BOSS is focusing on 

brand communications even more intensively than in the past. In communicating the brand message of 

inspiring people to success (BOSS), the firm primarily use its historical strength in tailoring. In this way 

HUGO BOSS honors, the way in which the end consumers perceive the brand and generates a strong 

brand recognition. Emphasizing digitalization, HUGO BOSS replaces traditional print advertising with 

attractive content through digital communication channels which in turn progressively strengthens 

consumer ties at an emotional level (HUGO BOSS, 2014).  

 

7.1.1.2. Exploratory Innovation Strategy 

According to the Ambidexterity Scorecard, Richemont and KAPPA emphasize exploratory strategies to 

a greater extent than that of exploitation (Appendix 2). KAPPA even underlines the current revolutionary 

transformation of the industry and states that “the mindset from the past is no longer valid” (Kappa, 

2013, p. 12). New issues and challenges require to be solved by new ideas and approaches. Therefore, 

KAPPA acknowledges the changes in the industry by adopting a new strategy aiming to attracting new 

customers through a more extensive consolidation of resources such as updating their retail network and 

actively participating in promotion events (KAPPA, 2016). Correspondingly, Richemont (2018) has 

taken on a radical research and development vision with disruptive designs and technical engineering, 

which highlights the need for exploring creative design universes towards increasing consumer interest. 

They further argue that the customer experience remains at the center of everything they do. This 

underlines the importance of being consumer oriented towards reaching success and profitability – 

especially in a disruptive business environment.  
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The success of Prada is reliant on exploration through their ability to create and define trends and to 

anticipate shifts in consumer tastes and market trends in a timely manner. They pursue this objective 

through strong efforts dedicated to the creative activities of their design and product development 

departments and emphasize a unique approach to doing business through the essential values of freedom 

of creative expression and reinterpretation of the existent (Prada, 2018).  

 

Moreover, Prada visions to offer customers around the world with unique products and represent an 

inimitable synthesis of creativity, quality and exclusivity by which they believe effective communication 

is crucial towards building and conveying an image of a strong and consistent brand identity. “The digital 

transformation has radically altered relationships with consumers, making them ever more aware of 

their purchasing choices” (PRADA, 2018, p. 75-76). In the light of this, they clearly emphasize the role 

of digitalization by continuously investing in all its digital assets to create an increasingly immersive 

brand experience with a unique and engaging involvement at all touch points.  

 

With ever-evolving consumer trends, the mission of the research and development teams of Swatch are 

committed to innovate based on novelty and consumer demand, and constantly continue to develop new 

products and technologies. They have embodied new ways of working, building and thinking based on 

the open perspective of both outside and inside knowledge, and thus, try to include customers in the idea 

process of new product development (Swatch, 2018).  

 

Despite that Farfetch communicates exploitation to a greater extent than exploration, the online luxury 

fashion platform is well prepared for the future. One of the core values of Farfetch is to be revolutionary, 

by daring to innovate, challenge the status quo, lead – don’t follow, and to be creative and entrepreneurial 

(Farfetch, 2018). With this revolutionary vision in mind, Farfetch invests in new technologies and 

innovations with a focus on the application of data science and machine learning to facilitate extreme 

personalization (Farfetch, 2018). 

 

Moreover, Farfetch (2019) stresses that their future success depends on the importance of their ability 

to adapt their services and infrastructure to meet rapidly evolving consumer trends, while continuously 

improve the performance, features and reliability of their platform. In this regard, they may not be able 

to maintain existing systems. Therefore, the strategic vision of Farfetch includes being agile, in which 

the failure to invest in and adapt to technological developments and industry trends may have a material 

adverse effect on their overall business success. This is moreover crucial for their survival since they are 
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only operating online, and thus, easily lose their existing customer base if large luxury competitor brands 

accelerate the implementation of new technologies.  

 

7.1.1.3. Achieving Organizational Ambidexterity 

The ambidexterity premise argues that firms must emphasize exploitative and exploratory innovation 

strategies in a balanced manner.  In light of this, HUGO BOSS continuously communicates the relevance 

of exploiting growth opportunities and exploring new sales potentials (2014, 2016). They will balance 

this vision by expanding their own retail business and thus strengthen homogeneity and perceived value 

of their global brand image towards raising appeal for both local and global consumers. In 2014, they 

focused on opportunities to grow in underpenetrated markets through comprehensive process changes 

and aligned departments for the purpose of generating growth in many markets. I general, this presents 

exploitation in which existing systems are utilized for improvement. Additionally, in 2018 HUGO BOSS 

objectivizes “to be the most desirable premium fashion and lifestyle brand globally” (HUGO BOSS, 

2018, p. 7). To do so, they focus on two important strategic priorities: personalization and speed, which 

highlights exploration rather than their previously exploitative strategic vision.  

 

HUGO BOSS will implement personalization through their existing customer relations system and 

extensive experience within tailored apparel, thus, combining exploitative and exploratory intent.  They 

explore the top quality of workmanship in the personalized “Made to Measure” products by setting the 

customer apart from mainstream fashion through individually fitted and tailored clothing. Concerning 

speed, HUGO BOSS will accelerate central processes to quickly and flexibly react to customer demands 

in the future. In light of this, existing systems and infrastructure is improved, however, in combination 

with new technological advancements through the use of digital showrooms.  

 

Based on the ambidexterity balance of HUGO BOSS (Appendix 2), they represent the most sufficient 

firm in terms of managing the dual tensions of exploitation and exploration. Nonetheless, Farfetch is 

very committed to ambidexterity. Their growth strategy concerns the exploratory vision of attracting 

new consumers, expanding into new categories and investing in new technologies and innovation, 

whereas their exploitative strategic vision emphasizes increasing the lifetime value of existing 

consumers, growing supply from existing luxury sellers and continuously building the Farfetch brand 

(Farfetch, 2018). Another key player trying to balance ambidextrous innovation is Richemont. 

Richemont works dedicated towards delivering both incremental and disruptive solutions in areas such 

as reliability and performance, materials and manufacturing processes in order to bring more value to 
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their customers. This process is enhanced by investments in the research and innovation department 

concerning the creativity of designs, which consequently lead to breakthrough technical solutions and 

original combinations of materials. Additionally, Richemont maintains existing processes to provide 

customers with the expected high value (Richemont, 2018). 

 

 

 

Figure 13: The Exploitation-Exploration Continuum (Source: Authors’ own creation) 

 

7.1.2. Strategic Actions  

Following firms’ strategic vision towards innovation, their supporting strategic actions must be assessed. 

These actions present exploitative and explorative innovation strategies prominent for firms operating 

in the fashion industry with the purpose of achieving ambidexterity. They are therefore relevant for any 

firm which has neither embedded ambidexterity in their core organizational values nor is achieving 

ambidexterity. This section will allow firms to grasp on significant strategies on the basis of either 

becoming more exploitative or more exploratory.  

 

7.1.2.1. Exploitative Innovation Actions 

The concept of exploitative actions relatively to exploratory actions concern continuous refinement of 

processes and initiatives towards innovation. In example, HUGO BOSS intends to generate further 

increases in sales through an organic growth strategy of the existing brand portfolio (HUGO BOSS, 

2015). Similarly, KAPPA focuses marketing expenses on strategies to maintain and protect the existing 

brand image (KAPPA, 2015).  
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The Importance of Technology 

With an online servicescape only, Farfetch depends on the use of sophisticated information technologies 

and systems (Farfetch, 2018). As their operations grow in size, scope and complexity, they continuously 

improve their systems and its supporting infrastructure in order to offer customers new services, features 

and functionalities. KAPPA is similarly optimizing technological systems. They are integrating the 

online and offline servicescape and developing the online store to prepare for further recovery through 

implementing long-term securities (KAPPA, 2014). To do so, they align departments for the execution 

of strategic action. Moreover, KAPPA ensures investments in a safe and risk-proof manner by working 

with existing partners based on existing strengths and resources (KAPPA, 2017).   

 

With the strongest ambidexterity balance, HUGO BOSS will strengthen the bond between offline and 

online by enhancing their focus on achieving omnichannel. Moreover, they emphasize focus on own 

retail business rather than wholesale businesses. The wholesale business will remain an important 

distribution channel for HUGO BOSS in the future. Therefore, HUGO BOSS strengthens the strategic 

partnerships in wholesale, by aligning its product range more closely to the needs of its partners, taking 

steps to upgrade its brand presentation at the point of sale and expanding online cooperation. Contrasting 

this exploitative action, they add the simplified selling process of digital showrooms for the use of 

wholesale partners (HUGO BOSS, 2018). Through the focus of achieving omnichannel, HUGO BOSS 

applies digital transformation to their business model, which offers them attractive possibilities for 

sustainably increasing customer value and for improving efficiency through building onto already 

established IT and logistics capabilities.  

 

Optimizing the Physical Store Environment 

Due to the increasing use of technology and consumers’ request for greater accessibility, firms are 

changing store layouts and increasing digitalization within all of these. KAPPA clarifies their brand 

positioning strategy by closing underperforming stores, optimizing existing store locations and 

enhancing the overall store image (KAPPA, 2017). Correspondingly, the other five firms included in 

this analysis emphasize the advantages hereof. Prada refurbishes existing stores to optimize brand value 

and sales channels based on the importance of aligning brand image across channels (Prada, 2018).  

 

Similarly, in 2018 HUGO BOSS reduced the size of, relocated and closed own retail stores that did not 

meet productivity and yield requirements (HUGO BOSS, 2018). In addition, they focus on the 

integration of omnichannel services designed to offer consumers an improved shopping experience and 

continuously optimize its store network to meet changing consumer requirements (HUGO BOSS, 2018). 
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New store concepts will be developed for BOSS and HUGO in 2017 that express the individual values 

of the two brands. To further strengthen the repositioning of the BOSS and HUGO brands, HUGO BOSS 

launched different new store concepts for both brands, respectively, and integrates digital elements. The 

group will continue to ensure that existing stores are renovated after five years to ensure the consistent 

high quality of the brand presentation and to increase sales (HUGO BOSS, 2016). 

 

Meeting the Needs of Consumers 

The current fashion industry is challenged by rapidly changing consumer and market trends. Therefore, 

firms must dare to adjust or be forgotten behind those who dared to try. Prada accepts the challenge by 

increasing flexibility of their business model in order to quickly translate the demands of the market and 

society into tangible actions (Prada, 2017). Equivalently, Richemont increases flexibility and 

adaptability within the house (Richemont, 2016).  

 

HUGO BOSS (2016) values the close alignment of regional directors for strengthening customer focus, 

improve responsiveness to market trends and facilitate adjustment to market specifics. In this way, they 

ensure alignment among all activities in a customer-oriented manner. Furthermore, HUGO BOSS refines 

their distribution strategy by aligning it to cater to the BOSS and HUGO customer buying preferences. 

They highlight own retail strategies focusing on exploiting the full potential of online and improving 

retail sales productivity.  

 

In addition, the distribution strategy aims to grow omnichannel services in order to utilize the full 

potential of both servicescapes. HUGO BOSS plans to quadruple its sales in the online distribution by 

2022 through this distribution strategy. To further reach this goal, they focus communication, marketing 

campaigns and press events on the clear realigning brand portfolios for the two brands (HUGO BOSS, 

2018). Moreover, HUGO BOSS continuously examines new business ideas to contribute to future 

growth within digital channels (HUGO BOSS, 2018) Similarly, KAPPA (2017) will through continuous 

optimization of e-commerce operations target new customers and markets.  

 

With a customer- and market orientation, Farfetch considers the efficiency of allocating demand 

generation expense between acquiring new consumers and targeting existing ones through monitoring 

Consumer Acquisition Cost (CAC) and Consumer Lifetime Value (CLV). Strong data insight systems 

has enhanced customer understanding and allowed Farfetch to increase the total consumer acquisition 

spend and growing the number of new consumers. Additionally, they have incorporated this 
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incrementally by continuously focusing on adding new active consumers to their Marketplace through 

attractive consumer economics (Farfetch, 2018).  

 

Nonetheless, growing the customer base is crucial for success, brands’ focus on consumers should not 

limit to attracting new ones, but balance retaining existing and attracting new consumers. Therefore, 

Farfetch (2018) aims to increase the lifetime value of existing consumers through their comprehensive 

approach to data analytics, and thus, engage customers to convert more efficiently and have higher 

Average Order Values. To increase engagement, Farfetch has developed, and continue to evolve, a suite 

of connected in-store technologies to provide a digitally enabled, personalized physical shopping 

experience. Additionally, they continuously improve excellence of market insights with focus on 

providing a tailored perspective on industry trends, brand dynamics and new season launches (Farfetch, 

2018).  

 

Farfetch retains and attracts customers through promoting their brand and platform through marketing 

and communication tools. A successful promotion can be achieved by providing a high-quality user 

experience. This is obtained through substantial investments of resources in the development and 

functionality of their platform, website, technology infrastructure and customer service operations 

(Farfetch, 2018).  

 

Marketing and Communication Efforts 

Digital transformation has radically altered relationships with consumers, making them ever more aware 

of their purchasing choices. In this context, communication takes on an even more crucial importance 

to effectively reach Prada’s customers and is embedded in the continuous development of innovation. 

With this objective in mind, Prada will continue to invest in all its digital assets to create an increasingly 

immersive brand experience with a unique and engaging involvement at all touch points (Prada, 2018). 

Moreover, the recent decision to focus its strategy on digital communications and social media has 

further helped to raise brand profiles and strengthen customer relationships (Prada, 2017).  

 

Richemont (2016) experienced significant consumer engagement based on refined digital marketing 

campaigns, which led to greater awareness and higher sales volumes. In regard to the repositioning of 

the two HUGO BOSS brands, the company will increasingly use social media campaigns in the future 

to step up interaction with consumers via digital channels (HUGO BOSS, 2018). Furthermore, Swatch 

continues to develop a strong marketing mix program including local and international events, digital 

campaigning with ticketing and contests and targeted campaigns (Swatch, 2018). 
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The integrated marketing framework of Farfetch is a core competency essential to the success of their 

Marketplace. Through data insights, performance measures are calculated, and brand and marketing 

campaigns are run towards the individual consumer. This is technique increases sales (Farfetch, 2018). 

Farfetch believes to expand and strengthen their reach by continuing to invest in brand marketing, data-

led insights and effective consumer targeting (Farfetch, 2018). Moreover, they increase credibility and 

personality towards the consumer by developing original content including tailored merchandise 

descriptions, convenient size and fit information and detailed measurements information to provide the 

best consumer experience, maximize sales and minimize returns (Farfetch, 2018).  

 

Alignment Across the Organization 

The most recent investments of Prada involved the industrial area, with the reinforcement of 

manufacturing and logistics structures. Moreover, an extensive IT investment plan, part of the digital 

transformation strategy, is bringing benefits across the firm such as in the area of human resources and 

institutional compliance. These investments enable Prada to be among the most technologically 

advanced companies for traditional retail as well as for its own e-commerce platforms and manufacturing 

processes (Prada, 2018).  

 

HUGO BOSS is systematically aligning its distribution to cater to the buying preferences of their 

customers (2017). Moreover, they are increasingly aligning distribution activities and their business 

model to own retail business due to decreasing sales through the wholesale channel. This adjustment has 

significantly increased sales generated within its own retail business. Moreover, HUGO BOSS optimizes 

their operational processes towards the needs of end consumers and changes in the market (2014).  

 

Ambidexterity within innovation concerns the entire value-chain. In this regard, production and sales 

channels have been addressed. Nonetheless, production must align with communication strategies. The 

evolution of the communication strategy and visual identity is fundamental for Richemont (2014, 2017) 

and follows the essence of their collections and the development of the brand, in order to meet the needs 

of an ever-evolving customer. Moreover, Swatch (2015) redesigned the website of Omega, which allows 

customers to explore the brand and collections on the go. In return, this increased their presence on social 

media based on engaging content and international campaigns. This highlights the relevance of aligning 

different channels to reach the target audience and therefore suggests the importance of going 

omnichannel.  
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7.2.2.2 Exploratory Innovation Actions 

The exploratory actions planned or fulfilled for the analyzed firms emphasizes adaptation and 

transformation, being creative and focus on implementing new technologies.  

 

The Importance of Technology 

As a firm simply based on the online servicescape, Farfetch presents being proactive and aware of the 

future. Despite their Ambidexterity Score suggests them being more exploitative, they are clearly 

working hard to secure themselves for the future. In this regard, they ensure innovation velocity by 

having their business logic available via a centralized API-enabled platform. This limits risks by 

enabling to quickly make new platform innovations available and explore new scenarios at the consumer 

experience level. The system has past learnings and experience embedded into their platform, and 

therefore makes Farfetch’s marketplace future-proof (Farfetch, 2018). Moreover, the API-enabled 

system enhances flexible solutions depending on their e-commerce needs.  

 

Farfetch expects a revolution in retail powered by ultra-personalization via digital technologies as offline 

retailers know nothing about customers and learn nothing about them (Farfetch, 2018). Therefore, they 

invest in Augmented Retail, which takes the magic of the physical store experience and combines it with 

the advantages of the online and digital world, underpinned by the use of data.  

 

HUGO BOSS is further adapting to significance of digital channels in order to meet the changing 

purchasing habits of consumers. In this regard, their website is the key tool for informing and inspiring 

visitors and for animating them to make purchases. HUGO BOSS intends to fully utilize the potential 

of its online store and develop it into a digital flagship store. To do so, the firm is continuously optimizing 

the user-friendliness of its website (HUGO BOSS, 2018). Until then, they emphasize to inspire 

consumers by facilitating the access to their physical retail word as far as possible (HUGO BOSS, 2016).  

 

In order to accelerate the product development process, HUGO BOSS is focusing on continuing to drive 

the digitization of the product development process. Through the use of digital prototypes, the 

development time was shortened from eight months to six weeks (HUGO BOSS, 2018). Furthermore, 

they explore the opportunities for innovating radically and created a technology lab to promote 

innovative ideas. Nonetheless, existing processes remain, they have recently added a machine for 

automatically producing shirt cuffs (HUGO BOSS, 2018). 
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“Change is the key to problem solution, and problem solutions the key to lasting success” (KAPPA, 

2014, p. 13). In the light of this quote, KAPPA builds on their exploratory actions. They cope with the 

industry challenges arising from digital transformations and the relentless e-commerce expansion by 

constantly experimenting new directions for product development (KAPPA, 2014). They have adjusted 

their product mix to cater to current market requirements and made substantial product explorations to 

enable innovation design and meet market demand from which they have experienced excellent results. 

Their modern shoe-making technology is an example of an exploratory innovation, which allows for 

integrated knitting and vacuum forming in order to showcase fresh endeavors and introduce more 

varieties (KAPPA, 2017). Additionally, Prada will upgrade technological systems in order to increase 

control and efficiency across departments, from marketing to logistics and from product to customer 

service (Prada, 2018). The company is moreover investing in IT solutions as a part of their digital 

transformation strategy.  

 

Meeting Consumer Needs through Digitalization 

HUGO BOSS increases customer satisfaction by enhancing the consumer shopping experience, further 

optimizing the product offering and continually improving product quality. The new store concepts 

represent key investments in enhancing the shopping experience. HUGO BOSS is transforming towards 

a customer-focused business model. As a part of this transformation, HUGO BOSS is investing in the 

quality of its systems and processes in its own retail business. In particular, they are creating IT and 

logistics-related infrastructure to offer fulfillment of omnichannel services. Furthermore, they will 

expand brand communication activities in order to strengthen customer demand (HUGO BOSS, 2018). 

For the full implementation, HUGO BOSS is focusing on an individual approach to customers with 

systematic customer relationship management. Stronger ties are forced between the BOSS and HUGO 

brands and their customers, and loyalty is strengthened by targeted phone calls, personalized mailings 

and individual newsletters. Specifically, in the digital era analyzing user behavior provides good 

opportunities to further individualize the communication with customers (HUGO BOSS, 2018).  

 

With a constant focus on the powerful consumer trends of personalization and customization, Swatch 

introduced an interactive digital program offering customers a new and emotional way to connect with 

the brand and take part in idea creation of products (Swatch, 2018). Similarly, Richemont implements a 

digital-first strategy to blur the lines between online and offline in order to optimize the consumer 

shopping experience (Richemont, 2018). Moreover, they revealed a new store design concept in 2018 

with a focus on digitalization to increase satisfaction among consumers. They have additionally 

developed major transformation plans for digital operations across social networks and the brand website 
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in order to reinforce the digital presence of the group and come up with new concepts to meet consumers’ 

expectations (Richemont, 2018). Moreover, they have started collaborating with social media 

influencers to reach new audiences and increase brand awareness.  

 

With the purpose of meeting consumer expectations, KAPPA elaborates the need for digitalization and 

seizes new opportunities through digital marketing. Their e-commerce segment has been actively 

exploring new methods to penetrate the domestic e-commerce market and they are looking into reaching 

more technological advances such as implementing Big Data and artificial intelligence (KAPPA, 2017). 

To further retain and attract new consumers, Swatch implemented a new strategy of the Swatch Club 

membership to allow current and new consumers to discover new and limited-edition products in a new 

retail environment. This strategy included a new CRM system and fully integrate a loyalty program in 

order to build stronger relationships with new and existing consumers (Swatch, 2018).  

 

Marketing and Communications 

HUGO BOSS communicated their repositioning through various events and marketing campaigns. To 

amplify the luxury of BOSS, BOSS Menswear and Womenswear was in 2018 presented together as part 

of a prestigious fashion show. This turnover approach was supported with marketing campaigns, web 

and social media appearances as well as external advertising and window displays in retail stores 

(HUGO BOSS, 2018). For Prada, a recent decision is to focus its strategy on digital communications 

and social media in order to further raise brand profiles and strengthen customer relationships (Prada, 

2018). Furthermore, pop-up shops in Paris, London and Berlin emphasizing the specific area through 

creativity and ultimate customization provided Swatch with strong financial results (Swatch, 2018).  

 

Adapting to Environmental Issues 

The fashion industry is constantly met by judgments concerning the environment. The design department 

of Prada keeps the world and society at the core of creativity and modernity, which enables to create 

fashion in new ways. In limiting their environmental footstep, Prada is committed to the responsible use 

of raw and packaging materials, invests in long-term energy efficiency and makes use of renewable 

energy. Moreover, their new logistics hub is capable of generating responsible and sustainable efficiency 

and its design in harmonious with the natural surroundings (Prada, 2018). Swatch follows the 

environmental concern and focus production and sustainability through energy savings, efficiency and 

renewability (Swatch, 2018). Additionally, HUGO BOSS is continuously involved in reducing the 

environmental impact of the firm’s activities through energy-efficient building concepts and 

technologies as well as optimized transport routes (HUGO BOSS, 2018). 
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Table 11: Main Exploitative and Exploratory Innovation Strategies 

	
	
7.1.3. Organizational Culture  

Organizational structures, behavioral contexts and leadership processes influence firms’ visions and 

strategies towards ambidexterity (Raisch and Birkinshaw, 2008). Despite this thesis does not focus on 

the structures and leadership styles of firms, these provide a clarification of why their strategic visions 

and actions are shaped. The organizational culture, presented in this section, therefore outlines some of 

the antecedents for ambidexterity in the analyzed case firms.  

 

Prada is known as one of the most innovative fashion brands and is capable of redefining the norm by 

anticipating and setting new trends. Prada further emphasizes, “Creativity is at the heart of the 

manufacturing process” (Prada, 2018, p. 28). Moreover, creativity is implemented across departments 



	 97 

to ensure coherence. Additionally, Prada has a unique approach to doing business by placing ethics and 

action principles at the core of their essential values such as freedom of creative expression, 

reinterpretation of what already exists, preservation of know-how and enhancement of people’s work 

(Prada, 2018).  

 

In order to quickly respond to consumer and market trends with tangible actions, the changes in their 

organizational structure and the fast adaptation of digitalization processes has made them more dynamic 

and able to interpret the spirit of the times more rapidly (Prada, 2018). While this has been happening 

throughout the company, the design team has focused its creative talent of the development of products 

that are particularly popular with the new generations. In order to further support the exploration into 

the new segment of millennials, Prada strengthened the brand identity with original and creative fashion 

shows.  

 

A flexible working environment is evident to provide success. Swatch ensures quality through flexibility 

and responsiveness (Swatch, 2014) and the corporate culture of Farfetch emphasizes being flexible 

throughout the value chain. Similarly, Richemont increases flexibility and adaptability throughout the 

organization (Richemont, 2016).  

 

In light of this, employees and leaders are at the core for which actions are executed (Adler et al., 1999; 

Tushman and O’Reilly, 1996). Farfetch states that they depend on highly skilled personnel and their 

continued ability to compete effectively on the market depends on their ability to attract new employees 

and to retain and motivate existing ones (Farfetch, 2018). If they do not succeed in attracting well-

qualified employees neither in retaining and motivating existing ones, they business may be adversely 

affected. This further amplifies that ambidexterity is not easily achievable.  

 

The entrepreneurial and collaborative culture of Farfetch is important for employees and the firm in 

general and is further a major contributor to their success (Farfetch, 2018). Moreover, they highlight 

arising challenges with maintaining the existing culture and adapting it sufficiently to meet the needs of 

the future. In preparing for future success of their corporate culture, Farfetch significantly and rapidly 

expand operations. Such expansion increases the complexity of the business, and thus, puts a significant 

pressure on employees. Nonetheless, the success of expansion is crucial for their business and they are 

highly ambitious towards maintaining the existing culture and values among them with a focus on 

delivering what the consumers need and want (Farfetch, 2018).  
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Nurturing employees is evident to bring success across all case firms. KAPPA has a solid system for 

remuneration and training of their staff in order to nurture individuality and creativity (KAPPA, 2017). 

HUGO BOSS takes responsibility of their employees’ well-being during work. For this matter, they are 

regularly examining workplaces and processes to identify factors that could be hazardous or stressful 

for employees. In 2018, they introduced the “New Ways of Working” project to enable a more flexible 

and cross-functional working environment, where a new and flexible room layout was introduced. 

HUGO BOSS further emphasizes their corporate values of quality, passion, respect, cooperation and 

innovation towards shaping their culture and collaboration among employees (HUGO BOSS, 2018).  

 

In a rapidly changing industry, a brand must be original and creative to attract and retain consumers’ 

interest. The corporate strategy of HUGO BOSS highlights access to education, professional 

development and promoting creativity (HUGO BOSS, 2018). Moreover, their research and development 

spending is seemingly aimed at transforming creative ideas into a marketable product. Farfetch has since 

the beginning focused on creativity over price (Farfetch, 2018). In addition, Prada and Richemont are 

known for their original, high-quality designs (Prada, 2016; Richemont, 2016), and Richemont therefore 

continues to focus on creating original experiences showcasing its aesthetic boldness and extravagance.  

 

7.1.4. The Digital Era 

“The rapidly increasing use of digital offerings has significantly changed consumers’ shopping habits 

and lifestyles over the last few years” (HUGO BOSS, 2018, p. 109). In this regard, firms are influenced 

by macro environmental factors by increasing focus on becoming more customer-oriented. Common for 

all, they aim to do this through digital transformation, technology and omnichannel services. 

 

Consumers are more online than ever before. It is therefore crucial to integrate the brand identity of the 

online presence with brick-and-mortar retail in order to align consumer shopping experiences and 

optimize customer satisfaction. Moreover, the digital era highlights the expansion of omnichannel 

offerings designed to provide customers with an appealing and uncomplicated shopping experience. The 

alignment of omnichannel services addresses the ambidextrous implementation of retaining and 

attracting customers simultaneously.  At present, consumers expect digital offerings and brick-and-

mortar shopping experiences to complement one another seamlessly. Firms must therefore acknowledge 

the importance of achieving omnichannel (HUGO BOSS, 2018). Farfetch uses social media, email and 

text messages as part of their omnichannel system and aims to continuously increase the number of 

channels to reach a larger consumer base and increase satisfaction (Farfetch, 2018).  
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Firms operating in the fashion industry have for some time amplified their brand experience through 

collaborations. However, influencer marketing has rapidly increased in popularity to nurture brands’ 

awareness and image (McKinsey, 2019). Richemont and HUGO BOSS collaborate with social media 

influencers and well-known fashion bloggers in order to reach new audiences, increase brand awareness 

and credibility (Richemont, 2018; HUGO BOSS, 2017).  

 

In 2018, Swatch joined the influencer environment on social media platforms. This allowed the brand 

to fine-tune its communication and bring additional topics of interest to its audience. Moreover, it 

empowered reaching more consumers in different, yet controlled aspects, in which collaborations were 

based on the core values of the company to align the brand identity throughout. Additionally, “high-

profile partnerships allowed core brand values to be amplified in new forms, emotions and artistic 

fashion“(Swatch, 2018, p. 24). Further making use of social media, Swatch involved the voice of 

consumers by encouraging them to express themselves and contribute to brand communication, which 

further enhanced consumers’ relationship to the brand (Swatch, 2018).   

 

Despite the trend of influencer marketing is increasing and bringing great value to fashion brands, 

collaborations with other brands have provided fashion brands an extensive interest from consumers. 

HUGO BOSS is expanding their product-line with capsule collections and collaborations with brand 

ambassadors, which in return offers attractive growth opportunities (HUGO BOSS, 2018). In example, 

the collaborated with auto manufacturer, Porsche, to offer an exceptional capsule collection for 

menswear. Moreover, Swatch regained its unique brand position on the Asian market by collaborating 

with Calvin Klein (Swatch, 2017). In this regard, to be perceived in other contexts enables diminishing 

firms to rise interest from consumers.  

 

Concerning the combination of customer- and technology orientation towards increasing innovation, 

Farfetch announced a multi-year global innovation partnership with CHANEL in 2018 (Farfetch, 2018). 

The partnership is based on the common vision of developing a range of digital initiatives to deliver 

superior consumer experiences both offline and online. The partnership further emphasizes Farfetch’s 

vision for executing Augmented Retail including the Farfetch Store of the Future, which reflects the 

retail experience of the future that allows for a uniquely tailored offering for brands and retailers. The 

Store further provides retailers clear visibility of their consumers’ preferences, both in store and online, 

enabling them to enhance the services they offer (Farfetch, 2018).  
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As a result of Farfetch’s extensive innovation investments, they are continuing to increase the use of 

technology by enhancing their Marketplace for all members through the application of data science and 

machine-learning technologies to facilitate further personalization (Farfetch, 2018). Through this, they 

will enable effective and efficient customer targeting, and thus, expand and strengthen their 

communication reach. The Farfetch Store of the Future allows for improving retail productivity by 

capturing consumer data and enhancing interactions between consumers and sales associates, both 

online and offline (Farfetch, 2018). This investment into a transformational technology-system further 

allows for an open innovation approach meaning that retailers and brands can use a third-party 

technology on the platform. Through this, Farfetch is reaching optimal omnichannel implementation 

compared to the six analyzed brands of this analysis.  

 

7.2. Expert Interviews 

In line with the above thematic analysis of firms’ exploitative and exploratory strategic orientations, two 

expert interviews were carried out to elucidate the complexity of ambidexterity and the relevance of 

innovation in the fashion industry. Accordingly, the expert interviews add to the understanding of 

ambidexterity and further elaborates on exploitative and exploratory innovation strategies prominent in 

the fashion industry. 

 

In terms of balancing ambidexterity, Johannes Luger explains that the dual tensions between exploitation 

and exploration are not managed on an industry, but on the individual firm-level. 

 

“The central idea of ambidexterity does not depend on specific strategies, but rather firm-level 

strategic orientation. Exploitation and exploration activities are a hundred percent individual and 

distinctive from firm to firm” - Johannes Luger 

 

In that sense, what is exploratory for one firm may be exploitative for another. While Luger emphasize 

the firm-level nature of ambidexterity, he underlines the importance of the external environment in terms 

of its impact on firms’ exploitation/exploration orientation. Luger highlights “certain industry shocks”, 

which are all-of-a-sudden risks and external factors firms have not previously planned for. These shocks 

change the environment and demand of customers, which often trigger firms to shift towards strategies 

that are more exploratory. However, even in this context, “The relative balance logic is very important. 

The firms that take extreme jumps will not perform well and the ones that don’t explore at all, will not 
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perform well either” (Johannes Luger, 2019). In this case, the general industry explores and firms’ 

adaptation to which is important for firm performance. Luger further elaborates that a firm will never 

reach a global optimum, if it does not radically explore. This introduces the current market trend of 

achieving omnichannel in the fashion industry; “2019 is the year where omnichannel goes from being a 

buzzword to actually being implemented among many brands” (Rasmus Houlind). Omnichannel at its 

core is furthermore concerned with the conceptualization of ambidexterity, in which it “rather than 

working with different channels separately, combines all common denominators across all channels” 

(Rasmus Houlind, 2019).  

 

The experts emphasize firm capabilities and their crucial role towards achieving ambidexterity. “The 

availability of resources goes with the ability to pursue strategies and allocate resources” (Johannes 

Luger). Additionally, the implementation of setting up dual structures and sub-divisions is extremely 

resource intensive, and thus, this will limit many companies to obtain high levels of ambidexterity.  

 

“By definition ambidexterity is always resource-intensive. But the costs associated with obtaining 

ambidexterity is relatively advantageous” - Johannes Luger 

 

This means that the larger the firm, the more complex and comprehensive structural settings they have. 

In light of this, resource-constrained firms tend to aim for a one-sided strategy, either being exploitative 

or exploratory, as the management of the dual activities is too costly for them. Directly addressing 

ambidexterity in the fashion industry, “small firms do not have the resources to engage in big 

exploratory actions rather they continue as traditionally” (Johannes Luger). Moreover, Johannes Luger 

clarifies that entrepreneurial firms tend to be exploratory by nature but may not have resources and 

capabilities to reconcile the tensions of ambidexterity, preventing them from achieving ambidexterity.  

 

A current exploratory strategic orientation in the fashion industry is to become more customer-centric. 

In example, “Nordstrom changed their way of measuring sales, from sales per square foot to sales per 

customer” (Rasmus Houlind). In order to grasp this strategic focus correctly “firms must equivalently 

move performance analytics to a measure which is actually customer based such as customer lifetime 

value” (Rasmus Houlind). Additionally, Rasmus Houlind highlights the importance of balancing 

customer retention and customer acquisition.  

 

“One of the most significant things is to balance customer acquisition cost with customer lifetime 

value” – Rasmus Houlind 
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Furthermore, in discussing the distribution of customer retention versus acquisition, “brands aim for the 

objective of having a 3:1 ratio” (Rasmus Houlind), which means that over time they need to profit 3 

times as much of the price of getting a new customer. Nonetheless, “there is no universal rule on how 

your focus should be” (Rasmus Houlind). Through both interviews it is evident, that if the organizational 

culture is not set for achieving ambidexterity, being resource-sufficient does not enable the balance of 

exploitation and exploration. Finally, Luger states that: 

 

“Whether a firm is able to achieve ambidexterity or not is rooted in the need for integration resources, 

such as a project manager who effectively separates exploitation and exploration, but also integrates 

them” - Johannes Luger 

 

This coordination, however, comes with an additional cost, which must be addressed beforehand. In the 

context of innovation, Rasmus Houlind highlights that the organizational culture must be aligned with 

the common objective to achieve omnichannel transformation and an incentives structure will further 

enable its successfulness in order to motivate employees. Additionally, the alignment between 

departments is crucial for the success of this exploratory transformation among many fashion brands.  
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8. Discussion 

This subsequent chapter discusses the central findings derived from the analysis of quantitative and 

qualitative data. In line with the main research question, the discussion will take this study further in 

understanding the underlying denotations that can be derived from these findings. By connecting the 

relationships uncovered in the multiple regressions with the findings from the qualitative thematic 

analysis, this study aims to make sense of these through the lens of organizational ambidexterity.  

 

In addition, the case analysis exposed strategic actions fostered by ambidextrous innovation, which will 

be discussed in relation to all the above. In connecting all parts of analysis, the discussion aims to 

elucidate crucial insights to the relationship between organizational ambidexterity and firm performance 

for firms operating in the fashion industry. In line with the findings exposed throughout the analysis, a 

revised conceptual model has been developed, as displayed below. 

 

8.1. Revised Conceptual Model 

 

Figure 14: Revised Conceptual Model 
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In light of the results that emerged from the research methods, the preliminary conceptual model, as 

theorized from empirical literature and previously presented in section 4.2, must be revised. In the initial 

conceptual model, it was hypothesized that all four ambidexterity measures would positively and 

significantly affect firm financial performance. From what can be observed in Figure 14, the new 

conceptual model recognizes only a significant relationship between two of the ambidexterity measures.  

 

The new conceptual model therefore underlines the positive and significant relationships between the 

measure derived from innovation intensity (R&D) and the measure derived from innovation propensity, 

ambidexterity integrate measure, as delineated in R1 and R2. The initially hypothesized significance of 

ambidexterity balance and ambidexterity magnitude to firm financial performance was not supported. 

These findings highlight the rationale behind adjusting the model accordingly.  

 

Nonetheless, understanding that ambidexterity balance and magnitude are the crucial underlying 

constructs of the ambidexterity integrate measure, they are incorporated in the revised conceptual model 

as antecedents of the integrate measure construct. Consequently, balance and magnitude affect firm 

financial performance through their moderating and synergistic properties to the ambidexterity integrate 

measure. Finally, both the R1 and R2 analysis demonstrated that both the R&D proxy and the 

ambidexterity integrate measure proxy convey positive and significant effects on firm financial 

performance, which brings about several interesting discoveries for further discussion in terms of the 

revised conceptual model.   

 

8.1.1. Ambidexterity and Firm Financial Performance 

In discussing the findings from R1, in which the R&D ambidexterity proxy was deployed on a final 

sample of 98 firms, the overall results were highly significant. The model tested R&D expenditure for 

five years against operating revenue growth for five years, measured as both CAGR, average and median 

growth rates for both measures. As previously elaborated, the three growth measures were utilized in 

order to account for their relative differences. However, the results from the multiple regressions 

displayed very small deviations in relation to each growth measure. In concluding on this, the different 

growth measures did not capture significant differences in terms of the relationship between R&D 

expenditure growth and sales growth.  
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In continuing, the results were interesting for several reasons. By first discussing the impact of the 

control variables, it was evident that the nationality dummy variable had no significant impact on the 

relationship between the dependent and independent variable in any of the nine models. From this, it is 

highlighted that country of inauguration had no significant impact on the R&D-firm performance 

relationship. The two control variables, firm size and age, did however display significant effects on the 

overall regression model. While differing slightly in significance between the models, age consistently 

displayed negative relationships. This demonstrates the fact that the initial assumption regarding firm 

age holds true in terms of the general understanding that firm growth naturally slows down as a firm 

reach maturity (Appendix 11).  

 

It should be denoted that the negative effect of firm age was very low, nonetheless, significant. 

Conversely, firm size, as calculated from total fixed assets, displayed positive and significant effects on 

the relationship between the dependent and independent variable. As with the age control, the size 

control variable displayed low positive, but significant, coefficients across all models. This may 

elucidate the initial assumption that firm size in terms of total assets may refer to a firm’s resource-

sufficiency and, thus, the fact that firms with adequate resource levels better facilitate ambidextrous 

innovation investment, which essentially fosters financial growth. In line with the existing literature, 

resource-constrained firms manage the dual tensions as an either/or trade-off, often resulting in choosing 

one activity at the expense of the other (Luger et al., 2018). 

 

The central finding from R1 is the positive and significant relationship demonstrated between R&D 

expenditure growth rate and operating revenue growth rate for the five years. While differing slightly in 

significance levels, the various R&D growth measures all displayed significant results across the models 

in the regression analysis. While the t-tests displayed significance, the f-tests furthermore underlined the 

significance of the overall regression models. These findings have been displayed and elaborated 

previously in the regression results (Section 5.2.).  

 

In respect to the normal distribution of the dependent and independent variables, the exclusion of outliers 

to ensure that the assumption of homoscedasticity was respected, the overall models are deemed of high 

quality. In light of all this, Hypothesis 1 is confirmed with positive and significant t-test and f-tests with 

p-values well below p < 0.05. Therefore, innovation intensity (R&D ambidexterity) has a significant 

impact on firm financial performance. 
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In moving on to discuss the R2 results (N = 46), no significant link could be documented between the 

independent variable ambidexterity magnitude (total level of exploitative and exploratory innovation) 

and the dependent variable. Even though observing a positive coefficient and an overall significant 

regression model, Hypothesis 2 is rejected: no relationship between ambidexterity magnitude and firm 

performance. Accordingly, it is established that no positive and significant relationship between 

ambidexterity magnitude and firm financial performance can be observed for the sample. In continuing, 

no significant relationship between ambidexterity balance and firm financial performance could be 

observed. While the overall regression model was significant and the coefficients were positive, 

Hypothesis 3 is rejected: no relationship between ambidexterity balance and firm performance.  

 

What is nonetheless interesting to denote is the difference between the coefficients of magnitude and 

balance. Balance displayed a relatively high and positive coefficient (0,13079), while magnitude’s 

coefficient was considerably low (0,00006). Even though both proxies demonstrated insignificant effects 

on firm financial performance, it is interesting to denote this relative difference. There is a consensus in 

the literature regarding the importance of balancing exploitation and exploration rather than pursuing 

high levels of one at the expense of the other (Tushman and O’Reilly, 1996; Raisch and Birkinshaw, 

2004; Luger et al., 2018).  

 

In light of this, even though being insignificant on a 95% confidence level (p: 0,0526), it would seem 

that pursuing a balanced level of both exploitative and exploratory innovation is advantageous for the 

sample. Certainly, in comparison to the pursuit of an overall magnitude, which displayed low and 

insignificant effects on firm performance. Nonetheless, H3 cannot be confirmed with a 95% confidence 

level, as p: 0,0526. Ultimately, Hypothesis 3 is rejected: no positive and significant relationship between 

ambidexterity balance and firm financial performance can be demonstrated.   

 

Finally, the fourth proxy of ambidexterity, the Integrate Measure, displayed a positive and significant 

relationship on firm financial performance. With a positive coefficient of 0,14007, a p-value of 0,02317, 

and an overall significant regression model, Hypothesis 4 is confirmed: a positive and significant 

relationship between ambidexterity integrate measure and firm financial performance is observed for 

the sample.  

 

This finding is particularly interesting as the theory generally acknowledge the benefits of this measure 

in capturing both the firm’s ability to balance the dual tensions while simultaneously maintaining high 

levels of both (Cao et al., 2009; Martini et al., 2012). As a positive and significant link was discovered 
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between the integrate measure and operating revenue growth for five years, this finding supports the 

empirical consensus regarding the effectiveness of the integrate measure.  

 

In unveiling all, the revised conceptual model displays the positive and significant relationship between 

R&D and the integrate measure, respectively, with firm financial performance. In conclusion, hypothesis 

1 and 4 are confirmed, while hypothesis 2 and 3 are rejected as no link was demonstrated between the 

balance and magnitude measures and firm financial performance for the sample.  

 

8.1.2. Pursuing Ambidexterity through Exploitation and Exploration 

The qualitative research enlightens the main strategic actions towards achieving ambidextrous 

innovation in the fashion industry. There are further discussed within different areas of innovation. The 

thematic analysis stipulated insights to strategic visions and actions within exploitative and exploratory 

innovations and business logic, while the expert interviews allowed for clarification hereof and further 

provided insights into how firms must manage the dual tensions. Moreover, the key issue when 

addressing exploitative and exploratory innovation is that ambidexterity at its core should be assessed 

on a firm-level rather than an industry-level (Luger, 2019 (Appendix 6), since strategic actions depend 

on firm’s strategic orientation and capabilities. In the light of this, an exploratory action for one firm 

may not apply for another.  

 

In addition to the significant relationship between ambidexterity integrate measure and firm financial 

performance presented above, achieving ambidexterity relies on the firms’ exploitative and exploratory 

innovation strategies. Therefore, in order to elaborate these antecedents of ambidexterity, the most 

prominent exploitative and exploratory innovation strategies for firms operating in the global fashion 

industry are discussed.  

 

Technology and Digitalization 

It is evident, that the six case companies express a strong commitment to continuously improve and 

upgrade technological systems as well as the infrastructure hereof in order to offer customers better 

shopping experiences with an increased number of consumer-enhanced services, features and 

functionalities. In return, this should enable the firm to better retain existing customers and attract new 

ones. Additionally, the relentless expansion of digitalization is becoming more and more central for the 

success of any organization. Therefore, firms must firstly focus on developing an online store, and 

secondly, integrate online and offline shopping experiences to meet the needs of consumers and prepare 
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for long-term securities. Moreover, the technology of today introduces multiple channels for brand and 

consumers to interact, and firms must therefore adopt to omnichannel services, in order to best possibly 

reach consumers and provide them with satisfying shopping experiences.  

 

In light of this, firms are implementing new strategies to address the evolution of technology. HUGO 

BOSS integrates digital showrooms to own retail as well as wholesale partners and intends to develop 

their current online store into a digital flagship store. Correspondingly, Farfetch, operating as the only 

pure online company of the sample, work hard towards securing themselves for the future and 

extensively invests in technological improvements and innovations. As the only firm of the sample, they 

ensure innovation velocity by having their business logic available via a centralized API-enabled 

platform in order to quickly make new platform innovations available to all applications and explore 

new scenarios at the consumer experience level, leveraging past learning and experience embedded into 

their platform. Moreover, Farfetch invests in Augmented Retail to enable ultra-personalization for their 

customers, a concept that takes the magic of the physical store experience and brings it together with the 

advantages of the online and digital experience underpinned by the use of data.  

 

Customer Management 

Companies are reaching out for consumers and improving customer satisfaction levels through the 

improvement of e-commerce and by adapting to omnichannel services. Moreover, they frequently invest 

in the development and functionality of their websites, technology infrastructure and customer service 

operations to provide a high-quality user experience, which benefits the relationship of trust with 

consumers. As a result of the powerful customer trends of personalization and customization, brands 

must find new ways to interact with and engage customers to increase customer-brand relationships, i.e. 

through an interactive digital program offering customers a new, emotional and creative way to connect 

with the brand. At its core, customer satisfaction increases along with enhanced shopping experiences 

and customer relationships are strengthened through individualization such as targeted phone calls, 

personalized mailings and individual newsletters as well as members clubs for consumers to discover 

new and limited-edition products before everyone else.  

 

As Houlind highlights, “One of the most significant things is to balance customer acquisition cost with 

customer lifetime value”. This supports the central concept of ambidexterity, in which customer 

management is split into customer retention and acquisition (Arnold et al., 2011; Mehrabi et al., 2018). 

In order to efficiently allocate the demand for either one, companies must monitor Customer Lifetime 



	 109 

Value (CLV) and Consumer Acquisition Cost (CAC), which can empower the company to grow in the 

number of new customers as well as generate a strong consumer loyalty base if matched with a 

comprehensive approach to data and analytics allowing for personalized shopping experiences. 

Moreover, Houlind states that there is no universal rule for the distribution among CLV and CAC, 

nonetheless, the most applied rule in the fashion industry is a 3:1 ratio, respectively. 

 

Marketing and Communication 

Evidently, the digital transformation has radically altered brands’ relationships with consumers, and 

thus, communication takes on an even more crucial importance in order to effectively reach customers. 

In order to adjust to the needs of the consumers, brands will benefit from reaching into technological 

advances through the use of Big Data and artificial intelligence to enable more sufficient, personalized 

communications to consumers. Companies are collaborating with social media influencers to increase 

brand awareness and credibility, fine-tune communication and reach more consumers in different, yet 

controlled environments. Additionally, designing capsule collections with influencers or other brands 

offer attractive growth opportunities. Nevertheless, constantly increasing the use of social media 

campaigns grows the interaction with consumers via digital channels. Moreover, pop-up shops in new 

areas with focus on creativity and customization has evidently provided strong financial results, 

highlighting that customers are still intrigued to interact with brands in the physical environment.  

 

New Product Development 

The role of technology is further key for new product development. HUGO BOSS proactively 

integrating in the implementation of digital prototypes in order to become more flexible and increase 

speed-to-market in the development of their collections and has thus managed to shorten the production 

phase from eight months to six weeks. Additionally, they have recently added a machine for 

automatically producing shirt cuffs. Moreover, Kappa introduces a modern shoe-making technique 

based on technology, which allows for integrating knitting and vacuum forming in order to showcase 

fresh endeavors and introduce more varieties. These technological advancements into product 

development will allow the firms to accelerate to market and customer trends, and thus optimize future 

success.  
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8.1.3. Ambidexterity in the Fashion Industry 

The regression results displayed strong support to the concurrent empirical discussion on the field of 

organizational ambidexterity. Supporting the view of Cao et al. (2009) and Martini et al. (2012), 

measuring ambidexterity must integrate both the firm’s ability to pursue high levels of both activities 

while simultaneously balancing the two. Seeing that H2 and H3 were rejected (balance and magnitude), 

it is underlined that balance and magnitude have no significant impact on firm financial performance. 

The fact that the ambidexterity integrate measure demonstrated positive and significant effects on firm 

financial performance supports the theory. This underlines that firms operating in the fashion industry 

must strive for both balanced and high levels of exploitative and exploratory innovation strategies, 

simultaneously. Firms that are able to pursue both dimensions reap the benefits of the ambidexterity 

premise (Martini et al., 2012; Tushman and O’Reilly, 1996).  

 

In continuing, it is interesting to denote that the initial expectations regarding the control variables, firm 

size and age, were confirmed for the sample. As previously elaborated above, the significance of these 

supports the theory in terms of pointing at the fact that resource-sufficient firms better facilitate balanced 

and high levels of both exploitative and exploratory innovation strategies. Conversely, resource-

constrained firms should pursue an even balance between the two rather than high levels of one at 

the expense of the other, as supported by the regression findings and theory (March, 1991). 

 

Finally, the qualitative analysis provided valuable insights to ambidextrous innovation’s prominence for 

firms operating in the fashion industry, in their pursuit of overcoming the threats present in the disruptive 

business environment. It is demonstrated that technological innovation plays a key role across all firms, 

in which strategic actions are specifically point towards excellent customer experience, product 

development and user-interface facilitated by digitalization and machine learning. 

 

8.2. Innovation Intensity versus Propensity to Innovate 

The statistical regression analysis and the thematic analysis enabled this thesis to extend the 

understanding of organizational ambidexterity’s significance for firms operating in the fashion industry. 

The first regression analysis, R1, established a positive and significant relationship between R&D 

expenditure growth and operating revenue growth over five years. The subsequent regression analysis, 

R2, observed a significant and positive relationship between the ambidexterity integrate measure and 

operating revenue growth. Consequently, the two proxies of ambidexterity were proven to instigate 
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positive effects on firm financial performance. However, it should be noted that the R&D proxy in R1 

provided highly significant results across all models, while the qualitative ambidexterity regressions in 

R2 displayed rather vague results in terms of significance across the models that were tested. This may 

explain that R&D expenditure is a tangible outcome of organizational ambidexterity and thus hold 

significantly higher effects on firm performance. On the other hand, this finding may also illustrate the 

underlying differences in the nature of the data that is collected for all independent variables. 

 

While R&D expenditure measures were retrieved from archived financial publications, and ultimately 

represents actual implemented ambidexterity in terms of exploitative and exploratory innovation, the 

ambidexterity integrate measure was calculated on the basis of keyword count from annual reports, 

which ultimately represents strategic intent rather than actual investment. In light of this, the R&D 

measure is a proxy of innovation intensity (implemented innovation strategy) whereas the ambidexterity 

measure is a proxy of the firms’ propensity to innovate (communicated innovation). Going from this, 

the finding might further underline why the models in R2 displayed insignificant results to a greater 

extent than R1. Interestingly, this stresses the fundamental gap between how firms often intent to 

innovate and frequently communicate the implementation of digital solutions and innovation with how 

firms actually allocate financial resources to these innovations by investing in R&D activities.  

8.3. Limitations  

There is a number of apparent limitations to this research. The complex nature of the academic concept 

of ambidexterity, time and resource constraint, accessibility of data, sample frame and generalizability 

are regarded as dominant influences that have limited this paper. These influences have naturally 

affected the methodology and data contributions for this study, consequently impacting the content and 

outcome in various ways. The central limitations of these realities are addressed and elaborated below.  

 

Firstly, due to its complex and undefined nature, organizational ambidexterity is widely fragmented in 

terms of theoretical consensus regarding operationalization, measurement and underlying constructs. 

This led to the need to develop alternate proxy measurements of ambidexterity based on secondary data 

collection. For this, the retrieval of firm financials from the public database, Osiris, was conducted. The 

way to which currencies are converted and how the sample firms record R&D expenditure is outside the 

scope of available information from the Osiris database. This limits the data in terms of accuracy of the 

financial records. The data collection is based on the assumption that all sources of information are 
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reliable and precise, and any deviation from this assumption is deemed outside the scope of the 

researchers’ control. 

 

In continuing, four distinct proxies for the measurement of ambidexterity were developed in line with 

previous studies and theoretical consensus. The R&D ambidexterity measure is accepted by several 

authors to be a useful indicator of firm’s innovation intensity (McCarthy and Gordon, 2011; Bhandari, 

2013) Moreover, R&D is theorized as a financial measure of innovation and covers investments in 

exploitative and exploratory innovations, in which the dilemma of balancing the dual tensions is clearly 

evident in R&D organizations (McCarthy and Gordon, 2011).  

 

While being a valued measurement of innovation intensity and commitment to allocate financial 

resources to innovation, the R&D proxy is somewhat an imperfect measure of organizational 

ambidexterity, in which it is uncertain whether the R&D expenditure refers to exploitative or exploratory 

innovation investments. Nor is it possible to depict whether the investments refer to the development of 

new products, systems or marketing capabilities. In addition, there exist various ways as to which firms 

conduct R&D write-downs, depending on the inherent firm’s accounting standards. Following 

International Financial Reporting Standards, firms can indicate R&D expenditure as depreciated and 

amortized throughout several years or even as incurred at the year of return on investment, leading to an 

imminent limitation in terms of potential differences in the financial figures. 

 

Following the R&D ambidexterity measure, the ambidexterity balance, magnitude and integrate measure 

constructs were constructed from annual reports based on the coding process of keywords in NVIVO. 

This research method entails several limitations. Firstly, the construction of annual reports depends on 

the purpose of the statements and may differ across the sample. The reports can emphasize managements 

communication to key stakeholders or simply as a marketing tool. In this regard, firms may communicate 

high levels of exploitative and/or exploratory innovation strategies, however, if these communicated 

strategies are not in fact realized and implemented, they evidently cannot affect firm financial 

performance. Secondly, the keywords applied for the coding process were based on existing literature 

differentiating exploitation and exploration, in order to provide a solid foundation for the ambidexterity 

balance, magnitude and integrate measure constructs. Nonetheless, deemed to yield valuable insights, 

this data technique may lead to undeliberate measurement bias where the data collected does not truly 

represent the topic of interest. In this regard, the data collected through the keyword search may not 

capture actual innovation as intended, but rather communicated innovation.  
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Secondly, as previously addressed, previous research on organizational ambidexterity has conducted 

primary data collection through surveys with managers to obtain more fruitful insights to the concept. 

However, conducting interviews with managers from a large sample of firms on an industry-wide level 

would be highly time consuming and costly, rendering it an improbable alternative to this thesis.  

 

Thirdly, the total number of firms included in the sample is relatively small in terms of the overall 

population, although similar studies have, in fact, utilized smaller sample sizes for similar purposes (He 

and Wong, 2004). This limitation is a result of the need of R&D expenditure for five years for each firm, 

naturally limiting the number of sample firms as R&D investments, and certainly write-downs of these, 

are extremely rare within the fashion industry. This limitation consequently limits the research in terms 

of the possibility of generating generalizable results.  

 

Fourthly, this research simply evaluates firms operating in the fashion industry and the findings may not 

be replicable to other industries and is further limited in its general generalizability. Despite the multiple 

case study is conducted based on six case firms, the firms were chosen based on their concurrent high 

levels of ambidexterity balance and magnitude, and thus, neither firms with a low balance nor high 

exploitation or exploration score were assessed. Moreover, the firms’ ambidexterity scores were based 

on their respective propensity to innovate through annual reports. As to the inclusion of annual reports, 

existing literature has equally applied research from annual reports in order to address ambidexterity 

(Davey et al., 2009; Bhandari, 2013). 

 

Fifthly, this research conducts semi-structured expert interviews in order to elucidate the complexity of 

ambidexterity and the relevance of innovation in the fashion industry. Two interviews were included for 

this research. This may further limit the study since perspectives and opinions on the topic of 

investigation may be reflected in differing views among the interviewees. Nonetheless, the interviews 

support the findings of exploitative and exploratory innovation strategies from the six case companies 

and is thus perceived to bring valuable and valid insights to the research.  
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8.4. Further Research  

Several areas of proposed future research exist as emerged throughout the process of this thesis. Both in 

the context of academia and practice, the understanding of the significance of organizational 

ambidexterity should be extended in terms of its positive relationship with sustained firm performance 

in the fashion industry. Given the broad conceptual nature of ambidexterity, its potential application is 

widespread.  

 

From an academic standpoint, this thesis briefly introduces firm capabilities as a core determinant for 

achieving ambidexterity. Depending on firm capabilities and resource-sufficiency, organizational 

structures allow for different internal systems that can facilitate effective and efficient ambidexterity. In 

the case of the fashion industry, it seems highly important that further research is conducted on the field. 

It is therefore proposed that researchers further investigate the relevance of organizational ambidexterity 

within SME’s versus major, traditional organizations as well as the relative differences in terms of 

dealing with the trade-off versus the synergistic paradox of the two tensions of exploitative and 

exploratory innovation. As this thesis found positive and significant effects of firm size, it is suggested 

that further research investigate firm performance outcomes in relation to firms samples of different 

sizes to further elucidate this impact.  

 

Going from the literature, several authors theorize that contextual and structural ambidexterity are 

different ways of going about achieving ambidexterity and facilitating the concept of an organizational 

level. Postulated by Duncan (1976) structural ambidexterity seems to be obtainable in which exploitation 

and exploration is separated into different units of the organization. However, most research argue that 

exploitation and exploration must be achieved simultaneously (March, 1991; Raisch and Birkinshaw, 

2008) and thus firms must embrace contextual ambidexterity. Therefore, to further research which form 

of ambidexterity is more beneficial in the context of the fashion industry, could provide managers as 

well as researchers with interesting findings for further use.  

 

In light of this, further research is recommended to elaborate on the ambidextrous innovation strategies 

revealed through the thematic analysis by looking at internal structures, strategic orientations, resources 

and leadership styles of the six firms through in-depth interviews with managers, in which this may 

elucidate fascinating findings. In this way, organizational ambidexterity will be analyzed from a more 

internal perspective than the research of this thesis allows. Moreover, establishing interviews with 

managers underlines the question of validity, in which mangers may be more likely to express greater 
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intent towards either or both exploitative and exploratory innovation strategies. Moreover, in-depth 

interviews with managers from the six case firms will advance deeper insights into how the organization 

facilitates ambidextrous innovation, which technologies they invest in and the back-office processes of 

implementation in order to provide more useful contributions for other firms operating in the fashion 

industry.  

 

From a more practical standpoint, as denoted in the results Section 5.2., this study ran additional 

regressions to test the moderating relationship between ambidexterity and innovation intensity (R&D). 

While findings display that high levels of exploitative and exploratory activities facilitate increased 

investment in innovation (R&D), which leads to superior firm financial performance, this was not within 

the scope of this study. Therefore, the relationship was not further analyzed, as this finding did not 

contribute in answering the overall research question and the defined hypothesis. However, this finding 

certainly opens up for an interesting, and necessary, further research in terms of ambidexterity’s effect 

on firm financial performance through the moderating construct of innovation (R&D expenditure) and 

could potentially develop of new conceptual model between ambidexterity prosperity, innovation 

intensity (R&D) and firm financial performance.   

 

Additionally, this thesis was delimited to test ambidexterity on firm financial performance (operating 

revenue). However, due to the significance of macroeconomic and inter-firm changes as well as the 

confirmed control variables of firm size and age, testing the relationship to other financial measures such 

as RoA, RoE and ROIC will be beneficial for further research.  

 

8.5. Research Implications 

This thesis adds to existing literature within organizational ambidexterity by applying the Ambidexterity 

Premise to the fragmented understanding of organizational ambidexterity in the field of the fashion 

industry. In order to answer the research question, theories and concepts from relevant literature streams 

were assessed such as how to measure ambidexterity (Gupta, 2006; Cao et al., 2009; Alioni et al.,2012; 

Martini et al., 2012) as well as antecedents, moderators and outcomes of organizational ambidexterity 

(Gibson and Birkinshaw, 2004; Raisch and Birkinshaw, 2008). In the light of this, this thesis advances 

several theoretical contributions to existing literature.  
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First of all, this paper stretches the boundaries of organizational ambidexterity in which the core concept 

of ambidexterity is evident in the context of the fashion industry. The research further elucidates that by 

balancing the two conflicting activities of exploration and exploitation simultaneously (Luger et al., 

2018) through continuity and change (Raisch and Birkinshaw, 2008), adaptation and alignment to new 

market trends (Gibson and Birkinshaw, 2004), and incremental and radical innovation (Jansen et al., 

2006) positively impacts firm performance (Lis et al., 2018; Lavie et al., 2012; Raisch and Birkinshaw, 

2008; Tushman and O’Reilly, 1996). In addition, this research introduces the 

 

Furthermore, the central contribution of this thesis supports existing academic research in terms of 

ambidexterity measurement. Although ambidexterity balance was found to have a positive impact on 

firm financial performance, simply ensuring the balance of the dual tensions of exploitation and 

exploration does not significantly stipulate superior firm financial performance. These findings elucidate 

that ensuring superior firm financial performance through organizational ambidexterity is best facilitated 

by having concurrent high levels of balance and magnitude. Therefore, this thesis supports the 

perspective of the New Ambidexterity Integrate Measure presented by Martini et al. (2012), as this 

measure displayed significant and positive effects on firm financial performance. Neither the 

ambidexterity balance (BD) nor the ambidexterity magnitude (CD) were supported as sufficient 

measures of organizational ambidexterity.  

 

Additionally, this research emphasizes that R&D is a reliable and effective proxy measure of 

ambidextrous innovation intensity, in which it significantly effects firm financial performance and thus 

supports Bhandari (2013) and Lis et al. (2018). Moreover, the findings of this thesis suggest that R&D, 

similarly to other departments of the organization, struggle with the dilemma of balancing exploitation 

and exploration, thus, contributes to existing literature by Ahuja and Lampert (2001), McCarthy and 

Gordon (2011) and Bhandari (2013) whom highlight that R&D activities concerns exploitative and 

exploratory actions.  

 

Moreover, this thesis advances to the innovation literature by showcasing the role of ambidexterity on 

firm performance and sales growth (Tushman and O’Reilly, 1996; Raisch et al., 2009; He and Wong, 

2014), and thus, the necessity of simultaneously balancing, high levels of exploitation and exploration. 

Finally, the findings through the qualitative analysis provides new insights to marketing literature in 

which ambidexterity can be used as a tool for managing customer retention and acquisition in the fashion 

industry.  
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8.6. Managerial Implications 

The managerial implications that can be extracted from the findings of this thesis are mainly aimed at, 

but not limited to, managers in the fashion industry. The findings in terms of facilitating organizational 

ambidexterity can be applied across industries, as the balance of the simultaneous pressures of 

exploitation and exploration refers to the firm-level strategic orientation. Even though being an academic 

construction, ambidexterity provides substantial notions for practicing managers and managers role in 

achieving ambidexterity as “Ambidextrous organizations need ambidextrous senior managers” 

(O’Reilly and Tushman, 2004, p. 81). 

 

The central managerial implication derived from this thesis is that managers’ strategic intent towards 

achieving ambidexterity must intellectually justify for the importance of both exploration and 

exploitation (O’Reilly and Tushman, 2011). A general consensus throughout the qualitative analysis is 

that strategic vision drives actions. Therefore, managers must articulate a common vision and introduce 

values that provide for a common identity across the exploitative and exploratory units, and further 

communicate this relentlessly. Additionally, managers have the responsibility to set the stage and 

influence the working environment. As elaborated by Rasmus Houlind, the organizational culture must 

be aligned with the common objective and by implementing an incentives structure for employees will 

further enable the successfulness of the objective.  

 

Following the importance of embedding ambidexterity in the organizational vision, ambidexterity in the 

disruptive environment of the fashion industry requires managers to accomplish two critical tasks. 

Firstly, they must be able to accurately sense changes in their competitive environment, including 

potential shifts in technology and customers trends. Secondly, they must acquire the ability to act on 

these opportunities and threats. In example, Farfetch implemented an API-enabled technological system 

in order to secure their business for the future. Simultaneously, they continuously improve their 

Marketplace with new functionalities, features and services for both consumers and retailers.  

 

In understanding the rapidly evolving consumer trends, retaining customers has become more 

ambiguous than ever, ultimately creating a great threat for inherent firms in the industry. In light of this, 

managers should adjust focus to customer-centricity at the heart of the organization’s vision, by 

continuously nurturing existing customers facilitated by the implementation of digital solutions. This 

thesis emphasizes that super-customization of user-interfaces (UI), shopping experiences, both offline 

and online, and corporate communications is imperative. Essentially, embracing customer-centric and 
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personalized experiences through technological innovation to better understand customers and 

ultimately bridge the gap between demand and supply.  

 

The paradox inherent in ambidexterity can be referred to as the tension of serving bottom-line versus 

top-line growth. Bottom-line strategies refer to today’s day-to-day business operations and thus 

emphasize the exploitative logic of effectivization and optimization of existing systems to serve current 

customers for short-term profitability. On the other hand, top-line growth refers to the exploratory radical 

innovations and marketing strategies that will take the firm and/or its products into a new market to 

serve emergent customers for long-term profitability. This presents a paradox in terms of managers 

struggling with choosing between allocation of resources to short-term versus long-term return on 

investments.  

 

Therefore, the dual tensions of balancing exploitative and exploratory innovation strategies are referred 

to the managerial paradox of planning and executing strategies for optimizing bottom-line versus top-

line performance. The findings of this research convey the imperative importance of allocating resources 

to both activities. Pursing solely bottom-line optimization at the expense of top-line optimization will 

result in a short-sighted firm strategy and essentially not lead to sustainable performance in the disrupted 

industry. On the other hand, solely pursuing top-line strategies will distort the firm from its existing 

customers and competencies and ultimately lead to excessive innovation investments that will not be 

profitable. Ultimately, this thesis emphasizes the importance of an integrate strategy, with a dual balance 

of both bottom-line and top-line focus, through the lens of organizational ambidexterity.  
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9. Conclusion 

Organizational ambidexterity, theorized as the simultaneous balance of exploitative and exploratory 

innovation strategies, refers to the ability of firms to efficiently manage today’s business demands while 

adapting to changing environments to endure the challenges of tomorrow. The empirical consensus 

regarding organizational ambidexterity highlights a trade-off in strategic decision-making, propelling 

forward the idea that successful firms reconcile the dual tensions of exploitation and exploration. Going 

from the ambidexterity premise, concurrent literature streams elucidate the importance of organizational 

ambidexterity in the context of dynamic business settings, facilitating firms to realize long-term 

competitiveness and sustained firm performance.  

 

In light of this, firms operating in disruptive environments must exploit existing resources while 

simultaneously explore new opportunities to proactively respond to market developments. In 

understanding that the duration of competitive advantage is uncertain in disruptive environments, 

organizational ambidexterity emerges as a significant facilitator of firm survival and prosperity. In 

conclusion, the notion of the ambidexterity premise brought forward the theoretical pillar of the research 

that emerged in this thesis.  

 

The investigation of the relationship between organizational ambidexterity and firm performance for the 

sample was carried out by linear multiple regressions on a total sample of 98 firms operating in the 

fashion industry. With the dependent variable as operating revenue growth for five years, a total of four 

hypotheses were developed to test for outcome deviations related to the four distinctive proxy 

measurements of ambidexterity. The first proxy of ambidexterity, innovation intensity as measured by 

R&D expenditure growth over five years, displayed positive and significant effects on firm financial 

performance for the sample. Supported by a broad stream of literature on the field, this finding 

consolidates the current consensus regarding the ambidexterity premise, namely that exploitative and 

exploratory innovation stimulate growth and long-term sustained prosperity in dynamic environments. 

 

The second multiple regression analysis was conducted on a final sample of 46 firms and tested the 

relationship between innovation propensity measured as ambidexterity balance, magnitude and integrate 

measure over five years and operating revenue growth from 2014-2018. Here, the interesting finding 

was that, even though both balance and magnitude displayed positive impact, only the Ambidexterity 

Integrate Measure displayed positive and significant impact on firm financial performance. In line with 

concurrent literature on the field of organizational ambidexterity, this observation extends the findings 
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to support the seminal work of March (1991), Martini et al. (2012), and O’Reilly and Tushman (2013) 

in underlining the importance of the simultaneous integration of both high and balanced levels of 

exploitative and exploratory innovation strategies.  

 

The qualitative analysis highlights the most prominent innovation strategies of exploitation and 

exploration for firms operating in the fashion industry. The industry is currently in a volatile, disruptive 

phase, which is evident throughout the analysis. Therefore, firms are shifting their strategic orientation 

towards consumers and how to best possibly retain and acquire customers in order to achieve superior 

firm performance. They do so by implementing technological advancements to better understand 

individual customers through the use of data insights. Subsequently, this enables personalized 

communication to the individual consumers. On the other hand, firms explore new opportunities such 

as the experimentation with digital showrooms and digital flagship stores to enhance consumers 

shopping experiences and integrate API-enabled platforms to secure themselves for the future.  

 

Moreover, macro environmental factors moderate firms’ strategic actions, and the digital boom has 

increased the need for firms to explore new ways of working. In this regard, firms are experimenting 

with new technologies in terms of digital prototypes and automatic production in order to quickly adopt 

to consumer and market demands. Despite the disruptive phase, which may have led firms to explore 

more than exploit, the firms still remain focus on improving current operational processes. This confirms 

that firms operating in the fashion industry are aware of the need to balance the dual tensions of 

ambidexterity in order to achieve superior firm performance and sustain long-term success.  

 

In concluding on all the above, the academic concept of organizational ambidexterity plays an 

imperative role in the context of the disruptive fashion industry. In line with the general consensus in 

empirical literature, the ambidexterity premise emphasizes that a simultaneous pursuit of exploitation 

and exploration facilitates superior firm financial performance. The findings from statistical tests 

supported this theory. It was highlighted that ambidextrous firms in the fashion industry exploit and 

explore innovation at the firm-level, facilitated by entrepreneurial corporate cultures and a central focus 

on customer retention and acquisition to support both bottom-line and top-line growth. It was found that 

digitalization and customization is at the heart of the ambidextrous firm’s strategic focus. Facilitated by 

market intelligence and machine learning, these firms optimize systems to improve user interfaces while 

simultaneously instigating new channels to facilitate internationalization and growth. 
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11. Appendices 

Appendix 1. Total Sample 

R1 Variable input	for R1 (N = 98) outliers removed 
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Appendix 2. Ambidexterity Scorecard 
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Appendix 3. Keyword Scorecard 

Keyword Scorecard: Exploitative Strategic Intent 
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Keyword Scorecard: Exploratory Strategic Intent
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Appendix 4. Ambidexterity Proxy Calculations 

 (Integrate Measure, Balance and Magnitude) 
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Appendix 5. Variable Input  

Variable input for R2 multiple regressions (N = 46) outliers removed    
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Appendix 6. Transciptions from Expert Interviews 

	
Rasmus Houlind, Chief Strategy Officer (CSO) at Agillic, author of “Make it all about me, and 

I’ll buy it!” and founder of ‘The Omnichannel Hexagon’. 

Date: 16.04.2019 

Location: Agillic HQ, Gammel Mønt 3. Copenhagen, Denmark  

 

*Introduction to ourselves, the thesis objective and key findings*	

 

Would you like to tell us a bit about your experience in the field of omnichannel marketing and 

innovation? 

I have worked at digital agencies the most of my career. First at Creuna, which was a big agency in 

Denmark. After the financial crisis, it’s not so big anymore. Then I transferred to Magnetics, and was 

their strategic director for 5 years, which is today a part of Isobar. During the last period of my time at 

Magnetics, I also worked as a guest lecturer within marketing at CBS, which was one of the reasons I 

started writing my book.  

 

Moreover, I started the book because I felt like the syllabus from the course, I was guest lecturing in at 

CBS was missing direction for the theoretical instructions that were taught. I believed I had a lot of 

experience from my career and the agencies I had worked at, which was additionally why I started my 

book. A part of the reason why I started the book was of course also in terms of personal branding. 

During the writing process, I found that the topic was extremely big and concerned what is the core of 

a fashion brand (which is a very emotion-based thing) to how do we integrate AI chips into clothing and 

use machine learning. These two, require two very different sets of competencies.  

 

Moreover, the concept also needed perspectives on how we develop an organization that can do this and 

thus concerns the change management part of the process of going omnichannel. During the process I 

found writing a book being a lot of hard work, which is why I included several profiles within the 

industry to discuss the topic into detail. When my book was published, I stopped working at Magnetics 

in order to focus on providing talks and lectures concerning my book as well as interviews. My book 

was then reviewed in Børsen and one of the first things Henrik Ørholst, who was the head of reviews 

for Børsen, said to me was: “Make sure to write an international copy with international cases, exclude 

most of the Danish perspectives. Make it shorter - then it’ll be the new Kotler”. Then finally, last fall I 



	 143 

finished that process, and next month my book will finally be published in English with international 

cases.  	
 

You have written a book where you created the Omnichannel Hexagon, what is that about? 

During the process of writing my book, which aimed to contribute to the theory of digital marketing and 

create an omnichannel framework I found it being critical to apply a holistic approach towards the 

channels. Instead of thinking about the different channels separately, I tried to find all common 

denominators that went across all channels, and thus, focusing on something more existing for firms that 

makes it possible to create the connecting customer experiences across channels. From this I created the 

Omnichannel Hexagon, that reaches six disciplines, which are equally important towards implementing 

omnichannel successfully:  

1. Recognize the customers: This is the fundamental basis for ever becoming personal with your 

customers.  

2. Data collection: You must assess a lot of knowledge of the individual customers 

3. Analytics and insights: You must furthermore understand the data you have collected and make 

connections between it. 

4. Application of that data to the communication and service: This discipline includes the shift 

from mass communication towards more segmented communication in order to control the 

conversation with your customers on your own medias and not be caught by an algorithm 

implemented by Facebook or Instagram. Social media platforms are constantly implementing 

algorithms, which slows down the engagement rates of brands’ profiles. It is easy for Facebook or 

Instagram to increase the price of an advertisement, and as a brand which has already committed 

their marketing strategy to the advertisement you are incapable of adjusting your actions and thus 

caught by the algorithm, which means that your marketing budget will increase and you can’t do 

anything.  

5. How to perfectly measure performance: I claim that you should measure on the customers. 

Nordstrom changed their way of measuring sales from sales per square foot to sales per customer. 

Counting customers is extremely new in the retail industry. Retailers have for a long time known 

what they have sold and when they have sold it, but they have never addressed to whom they have 

sold what. Therefore, the concept of always being customer-centric, increases the reason for moving 

performance analytics to a measure which is actually customer based such as customer lifetime 

value, customer profitability, net promoter score, sales per customer per year, how many new 

customers have we gotten, how many customers in the different segments. 
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6. The organization: This discipline concerns how the organization is built and whether it provides a 

corporate culture that supports this vision of going omnichannel and securing performance across 

channels rather than just single channels? Moreover, this part concerns whether the organization 

has an incentives structure for employees to be engaged and interested in reaching the objectives 

set. If your position is ’E-mail and Marketing Manager’, you more likely to blindly focus on your 

individual goals constantly rather than trying to optimize the whole omnichannel complexity and 

being customer-centric across channels. Therefore, the way departments are set up is also influential 

towards process and successfulness of going omnichannel. Moreover, the organizational systems 

are thus important towards operating customer-centric in order to reach successful omnichannelling. 

Additionally, the alignment between departments is crucial for the success of omnichannelling. 

Therefore, how is your control of the collaboration between sales, IT and marketing, and how is 

your general health of systems must be assessed. In example, the danish companies Søstrene Grene 

or Normal whom are made to buy cheap products somewhere in the world with the only aim, to sell 

these products. For these companies, storytelling is non-existing and thus omnichannelling will be 

extremely difficult since there is limited data insights on the type of customer. Moreover, for them 

to go into e-commerce is a massive step, because they don’t even have descriptions of their products 

and when the products are scanned at the cashier it may not even be the right barcode which is 

scanned. Basically, going omnichannel requires a lot of data competences and disciplines for any 

company.  

 

From these six disciplines, the omnichannel hexagon was born. Following this, in collaboration with 

Danish Chambers of Commerce, I made a benchmark test to check the quality and relevance of hexagon, 

which enabled me to check which niches of the industry worked in what ways, how they responded to 

competitors, and how they performed throughout the six disciplines of the omnichannel hexagon. This 

resulted in a thorough data collection for making conclusions upon the model towards Nordic 

companies, and my book was then compiled with multiple cases from Scandinavia.  

 

The first step as a company starting from zero, is that to recognize your customers? 

Yes, that is the fundamental basis for it all. It all depends on how the change in the industry is evolving. 

If there is a good potential for change, such as in the rapidly changing fashion industry, then you must 

start by recognizing who your customers are, this is furthermore crucial for the direct link between you 

and your customers. Newly started fashion brands typically start building a direct link towards customers 

with directly communication towards the customers and an online webshop, but also sell their products 

through resellers. This process isn’t too bad. As any brand you have to sell your products – that’s the 
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basis for survival. In this way you can use your resellers to further strengthen the possibility of creating 

direct relationships with your customers. The more you sell through your resellers, if the customers 

really like your brand they will start searching for products directly with you and you can establish a 

direct relationship and sell more directly to these customers. 

 

 For fashion brands, the practical e-commerce conditions concerning shipping and returns such as those 

of BOOZT and ZALANDO, are difficult to achieve. As a small or newly established fashion brand, free 

returns or free shipping will kill you. The point is still that you trade in order to maximize scale and you 

sell directly to gain insights concerning your customers, especially your most loyal customers so they 

get a direct relationship with the brand. If you are an existing fashion brand with an already big network 

of resellers, it will be more difficult to start selling more directly to the individual customer. If you do 

so, your resellers will feel as a competitor to you instead of an ally.  

 

Nonetheless, if you are a super strong brand with good reputation, you can just do whatever you want – 

then resellers will adjust to your decisions. An example is Norse Projects, they care a lot for their brand 

reputation and if resellers are not providing the optimal quality of selling their products, Norse Project 

will not hesitate firing the resellers, because they do not care enough for the brand, sell it too cheap or 

don’t present the products as it should. So how much, as a brand owner, should you take care of your 

brand? There is a conflict between “now we have a super cool brand, and we know what the young 

customers want” or “now I want to make my own clothing brand, I’m the designer and I know what is 

best. If people don’t want this, they can jump into the harbor”.  

 

The latter is generally the big designers think. From the latter perspective, you must move a lot to become 

customer-centric, because the designer believes the brand is about her or him and not about the customer, 

“and I as a designer know what is the best, and if people don’t like it, they have misunderstood it”. If 

you believe enough in your brand and focus on “me, and what I think” as a designer, then the brand 

attracts the people who agree, and if your brand is established in the middle between commercial and 

fashionable, your business will be healthy and successful. However, this is rarely seen and extremely 

difficult to achieve.  

 

Nonetheless, retailers such as Sephora, have developed their own culture and their own brand of selling 

beauty products to women, where they have a full concept of how they train their employees in 

omnichannel, what they call the different aspects of working and their products and the titles of 

employees. They have their own language. When you work for Sephora, you are not a Sales Associate, 
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you are a Beauty Advisor. In this way, Sephora gives their employees identity. Moreover, the products 

in store are not just samples, but “gratice”. The people who are at work are ‘on stage’ – the cast of the 

day. So they create an identity and culture for their employees, in combination with working with digital 

profiles. As a customer you can book a time and meet the cast of the day on-stage, where you might end 

up with a few “gratice” for testing. The chosen “gratice” will then be submitted to your online profile, 

or basket for clarification, in which you can easily see what you have and remember it for when you 

want to purchase the actual product.  

 

This creates an original fashion brand whom actually sell others products. Maybe over time, Sephora 

will develop their own products, which are just as good as the ones they sell, but they will sell more, 

since it’s their own products. Therefore, you have the retailers who try to create brand loyalty, which is 

not all about the products but the consumer shopping experience and try to substitute the well-known 

brands with private label brands, and then you have all the fashion brands, if they can get down from 

their designers crown, that try to go directly to customers and use data insights. I think actually, Mads 

Nørgaard is building ID tags into their products in order to track the individual products and increase 

the use of digitalization. With this new technology you go directly to the customer and try to create a 

relationship through the use of technology. This is the battle for fashion brands today, and I believe you 

can see this in your data. 	
 

Do you have experience with brands that do not just take the jump and focus on more direct 

relationships with customers?  

They don’t because they are really afraid of the tension it will cause between them and their retailers. 

But it’s also a huge project, especially in the beginning. In terms of revenue in the beginning,  going 

omnichannel can not at all compete with what brands sell through their retailers. Today it’s easier to go 

directly to retailers, compared to going directly to consumers. It’s not difficult to make a webshop, but 

it’s difficult to make a profitable webshop. Therefore, I think brands must view omnichannelling as 

something that not necessarily generates a massive profit, but rather a tool to help their position in the 

market and direct contact to consumers, so they can learn from the data it provides and become even 

more profitable and successful.  

 

In example, if you as a brand has your own webshop where you sell your own products, while still 

having retailers that sell your products you can use the data insights and knowledge retrieved from your 

own website to help sales of retailers. The knowledge you get from your own webshop is key, because 

through this you can easily understand what goes well and what does not go so well. Furthermore, you 
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can understand how your customers are and their purchasing patterns towards the different products. 

This can be applied to your retailers as well, in which the customers are likely to be similar. In this way, 

you can build up an understanding of your customers and segments to bring further into the way you 

connect with and sell through your retailers.  

 

Through this, instead of just sending your retailers the clothing, you will become a more serviceminded 

partner, who provides them with the customer insights you have established from your own webshop 

and then provide the retailers with tips on how to sell the clothing to their customers. For example, these 

pants go extremely well with this top or this dress sells really well in our own webshop it cannot be true 

that you cannot sell it anymore. Thus, get a lot of data insights from your own webshop to increase 

overall sales throughout all channels. Additionally, you can increase events to optimize your 

understanding of what your customers want and meet them in person, it doesn’t only have to be online, 

but to have the idea and data insights directly from the customers is alpha omega no matter if you are a 

retailer or a brand owner. The brands that have data insights upon the end consumers, they win the game 

in the long run. But it’s evident, for a newly established fashion brand it’s all about getting your product 

sold and for this you cannot not have retailers.  

 

In example, Montana, they have their own physical stores and it’s not because their own Flagship store 

has to compete with other stores and retailers but rather to provide customers with an exceptional 

shopping experience. Firstly, you will never get the same reach from a physical store compared to that 

of a webshop, you can try over time but it’s challenging. Nonetheless the benefits of having physical 

stores to optimize the real consumer shopping experience, to have a lot of owned and operating stores is 

a big risk. Therefore, most fashion brands have a lot fewer owned and operating brand stores compared 

to the number of retailers they sell through.  

 

The brand, in this example, Montana, has one physical store where customers can come and receive the 

real Montana brand experience and get a better understanding and feeling of what the concept of 

Montana really is. Thus, as a customer you get the real brand experience rather than going to a random 

retailer where the products are not placed or emphasized in the same manner as the brand would want 

it. The brand owner cannot control the experience customers get through the retailers and this is also a 

risk. I believe it’s important that the customers can come somewhere where they are immersed into the 

brand universe and really understand the concept of the brand and its products, rather than seeing it in a 

bigger context with other brands.   
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As a brand owner, you can create some of that brand experience without having to sell, but how do you 

get some hardcore data upon in. You cannot do this without building data into your products or begin 

selling directly to your customers.  

 

We are looking at two types of innovation: exploitative and exploratory innovation, and since we 

are talking about improving customer relationships and optimize the brand identity across 

channels, would you say there is a difference between retaining your existing customer base and 

their satisfaction, or increase brand awareness and attract new customers. Are the approaches 

different and what is better?  

That’s a question concerning the chicken or the egg – what came first. Should we fix the holes in the 

bathtub before letting the water run, or do we even want to fix them, if there isn’t really coming any 

water in. It’s important to do both. If you look at the customer registers, one of the most important things 

is to balance customer acquisition cost (which is, what is the price of getting a new customer) with 

customer lifetime value (which is, what do we gain from customers over time). If we look at the brands 

that have measured this for a long time, they aim for the objective of having a 3:1 ratio. This means that 

over time we need to profit 3 times as much of the price of getting a new customer. This is definitely a 

good starting point in evaluating how to distribute your focus, but there isn’t any universal rule on how 

your focus should be. It’s more about your situation as a brand.  

 

If you need to build your brand up, you must attract new customers, then I would go to influencer 

marketing based on how big and useful it is for fashion brands today. Influencer marketing is the new 

fashion magazines. Try to collaborate with micro-influencers rather than macro-influencers. If this is 

beneficial for your project, you can try to contact Zeth Edvartsen, he has a firm based on influencer 

relationship management software where you can see which influencers are beneficial and interesting 

within my field and whom has the best engagement on their posts.  

 

In order to attract more customers, I would definitely focus on influencer marketing, and go a few steps 

down the latter and you can get so much more for your money. Again, we cannot all use Christiane 

Schaumburg-Müller or Pernille Teisbæk. Thus, I will search for attracting customers through these 

influencers and then start selling more directly to customers. Take the conflict with retailers and inform 

them that this is going to happen, and they probably have a lot of other brands that do the same. 

 

It must be evident that to have a place for customers to receive the real brand experience will eventually 

also increase the sales of that specific brand at retailers, because if you can get the brand experience 
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from the Flagship store, maybe you go home afterwards and keep thinking about a specific product 

which you just must have, but if the terms of the brand’s own webshop is not really good enough, you 

might buy it at BOOZT and then by having your own brand presence and going directly to the individual 

customer with marketing and communications, you’ll boost the sales of the retailer.  

 

Why is it crucial to self-disrupt right now as a fashion brand? 

Maybe because it’s a trend. Because everyone else does it right now – it’s a massive trend. For example, 

Gartner L2 gives a lot of insights on why firms must digitalize right now, they say that, “2019 is the year 

where omnichannel goes from being a buzzword to actually being implemented among many brands”. 

In the fall I was rewriting my book from Danish to English, and it’s so much easier to find cases of 

brands using data, customer profiles and intelligence measures today compared to five years ago. Maybe 

it’s becoming more polarized.  

 

I think some brands will still be profitable without doing it at all. But it’s all in or not at all. Either you 

focus on learning from your customers, who they are and what they want and use this towards giving 

them a better customer experience and to increase your brand identity and of course use this in 

combination with a core of the design and the brand throughout, or you don’t do anything. I believe a 

lot of brands will go this way and focus more on implementing omnichannelling successfully, but it’s 

also an extremely expensive investment, so I think there will also be brands that go the other way around. 

These brands will not have e-commerce or control of their products, but they have them at a cheap price 

and sell them, but they won’t focus their business on how to sell the products.  

 

If you are a luxury brand, do you have to go omnichannel?  

If you are a luxury brand I think you don’t have to go omnichannel. A luxury brand often has an 

extremely strong brand reputation and a designer on the crown who believes that he or she is the best. 

And in this case, you can go the other way around and just make the products and sell them. I haven’t 

seen any examples though, but I think especially with smaller niche brands it is possible. But if I think 

about the large fashion houses, they are omnichannel and focus on sales online.  

 

In a more reserved approach though, for example CHANEL that somehow even hide the products online 

and other luxury brand where you cannot see the prices. But they have the reputation is do this. The 

question is then more whether a fashion brand can start this way being extremely exclusive concerning 

the products and in some cases not really wanting to sell them, and this way create a hype around the 

brand. It is probably possible, but I don't know how it’s done.  
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Location: Kilen, Copenhagen Business School. Frederiksberg, Denmark  

 

*Presentation of the thesis objective, current status and main findings and results from research*  

 

We find that our data sample ranks higher in exploitation than exploration, how do you 

experience firms’ ability to emerge into becoming more exploratory?  

An important argument that comes to my mind here is that, if we define exploitation-exploration per 

firm, there are different ways to look at the problem. The most often used lens on this, is not like an 

industry-lens, in referring to industry changes, but it’s a problem on the firm-side lens. Where it means 

that firms have problems to being both, exploitation and exploration. Why is this important? It’s 

important because it’s important towards the conceptualization of “what is exploitation and 

exploration?”.  

 

In this conceptualization, it’s not so much of a conceptualization of the industry per se, such as looking 

at industry trends and understanding what’s going on on the industry and market-level, but it’s about 

looking inside the firm and gaining understanding of what’s going on on the firm-level. You need to ask 

the question of “where does the firm come from?” and what this means is that the same action, which 

may be exploratory to one firm, can be exploratory to another firm. And the reason that this is important 

is that it means that the problems on the firm-level is that individual firms have individual problems 

depending on the situations they find themselves in. The problem exists at the firm level. 

 

The “born-online” challenger firm, the disruptor brands that you are mentioning, for example, for this 

firm going into Instagram may be super exploitative because this is something they have done forever, 

whereas for the brick-and-mortar firm, going into Instagram may be completely exploratory, as this is 

an entirely new strategic direction for this specific firm. This is the central idea in ambidexterity, that 

it’s not depending on specific strategies but rather firm-level strategic orientation. This is crucial not to 

mix up. Exploitation and exploration activities are a hundred percent individual and distinctive from 

firm to firm.  
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Do firms need different skills to manage achieving ambidexterity versus maintaining 

ambidexterity? E.g. A firm explores one year, and by doing that same activity the following year, 

the activity would be exploitative. From your experience, how can firms go about this?  

I don’t know if you’ve perhaps already talked about this, but you may know that there are different 

approaches to ambidexterity especially with regard to what we would call space and time. So, we have 

these cycles, the firm’s cyclical phases. So, what we see is these firms that do this jumping, so may 

invent right, in terms being exploratory and then they would switch over and basically exploit for a very 

long period, mostly purely whatever, I mean it’s always like this, and then a short phase of exploration 

again and then they continue.  

 

Others, however, may take a completely different approach as to how they manage the exploit-explore 

balance. We see, for example, firms integrating sub-divisions, specialized sub-units, that are focused on 

either exploitation or exploration. The cyclical phases look different for these as they can manage to be 

balanced throughout time. They try to continuously always exists balanced and at all times have some 

of both activities, there might be cyclical adjustments, but they will have somewhat of a clear line. It 

may at any time have some of both, so these firms will be ambidextrous at any point and the cycles will 

not have extensive effect in terms of conducting analysis in different periods of time.  

 

*draws on whiteboard to display the cyclical stages as part of his explanation of how firms derive 

value by managing the dual tensions of exploitation and exploration* 

 

Spatial separation 

These firms will be exploitative or exploratory by space, simultaneously, exploiting and exploring by 

space or by domain. By space, what we’re saying is basically that there’s this spatial separation, so they 

have maybe the old unit that’s doing offline marketing and we have the new unit that’s doing online 

marketing, right. And they are separated. They might even be integrated, if you recall this contextual 

ambidexterity idea. 	
 

Domain separation 

But there might even be this domain idea, that’s saying that you explore in one domain, domain could 

be for example be a function, where you are saying that you are very exploratory on the marketing side, 

whereas you are primarily exploitative on the production side. For these firms they deliberately engage 

in domain separation by diving exploitation and exploration into separate business activities and focus 

exploration to, for example, marketing. Do you perhaps see one of those ideal types in your data sample 
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for example? You can go in-depth with this to try to see if you can observe whether they engage in 

spatial separation or rather domain separation.  

 

This, by the way, might even come with implications to your measurement, if you recall the previous 

example. In this case, it’s getting a bit complicated now, and the question is whether this is required for 

your thesis, but what we often deal with is that we rarely see these ‘ideal’ types, firms more often than 

not exist at a continuum between the spatial/structural ambidexterity and the integrated/contextual 

ambidexterity. Also, in terms of the firms that do neither spatial or integration, but are managing the 

time-cyclical adjustments, these will be quite different in their measurement.  

 

If you would see for example, often there is a mixture between them, and they become kind of 

interrelated. But, if you would see the blue firm here *drawing on whiteboard*, in the previous measure 

we had, this would at all times get an integrate ambidexterity measure of 0, as they are completely 

imbalanced at all times due to their cyclical changes in exploitation-exploration investments. While they 

are ambidextrous through time, they are not at one point in time and this would lead to a lower score for 

this specific type of firm. At any point in time that we look at the firm, they would basically not be 

ambidextrous, but it would seem that they pursuit one activity over the other.  

 

What you could do, of course, is that you can do several scores for ambidexterity. You can do measures 

between years and multiply from one year to another. You can even do overall measures, I mean, overall 

measures have the positive and the negative sides. So, the positive thing about the overall measure is 

yes, you obtain the possibility to measure and account for all these things, but the negative is of course 

that basically you put them all in a box and you basically compare them all. Again, there is some value 

to that: the value that you’re not running into these problems of the cyclical measurement, but again, 

you cannot say a lot about what they’re actually doing, and you would kind of treat all firms as if they 

would be the same, and they’re not, right.  

 

 

Structural versus Contextual Ambidexterity 

Separation of dual structures/systems/processes or Integration of both strategies for synergistic effects. 
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Have you through previous experience obtained insight to different strategies in terms of 

achieving ambidexterity for resource-sufficient vs. resource-limited firms? 

Yes, there’s this, we would say, slack resources typically, but also you can say the availability of 

resources of course goes with the ability to pursue strategies and allocate resources of course. So, in 

terms of this availability of resources, some of the things we are now talking about in terms of 

implementation, are way more resource intensive than others, right. Just this act of setting up dual 

structures and sub-divisions and departments, right? I mean, it’s kind of obvious that this requires 

extensive resources. Whereas maybe the cycle part, where it emphasizes that at any point in time you 

only have a single logic, a single focus on either exploitation and exploration, this is in a first sight not 

as resource intensive, however if you think that at each time there is a change happening, this leads to a 

comprehensive re-organization that is happening.  

 

So, for the integrated and contextual strategy you might have a more fluent, ongoing expense in terms 

of maintaining the dual systems or structures. However, even though time division of each activity from 

cycle to cycle, which may seem less resource intensive, this structure however demands extensive re-

organization each time the firm shifts the focus from exploitation to exploration due to their cyclical 

adaptation. Management of the continuous balance is resource-intensive, but the management of change 

is also resource-intensive, but in different ways in terms of their separation according to time/space or 

context.  

 

What I want to say is basically that this doesn’t come at zero costs, this comes at high costs, right. So, I 

would first of all say that by definition, ambidexterity is always resource intensive. It’s always way 

more, the question is now again about the relative advantage that the firms achieve from ambidexterity. 

How do these resource inputs specifically relate to the relative advantage, the marginal outputs or the 

added value, that comes from ambidexterity? There are cases where, you know, it doesn’t. For some 

firms it just doesn’t pay off. And for those, it means that ambidexterity actually becomes negative, to 

aim for that will not make sense. For some firms, investing certain resources, it just doesn’t pay off. It 

may be that the change costs are just too high, or the dual setup is just too high, right?  

 

So, the first answer is that ambidexterity is independent of the modes of resource intensiveness. So, the 

larger firms you have, the more complex and comprehensive structural settings they’re having. We 

typically tend to see these small and medium-sized enterprises, the not so resource rich ones, that they 

tend to aim for a one-sided strategy as the management of the dual activities just becomes too costly and 

resource-intensive for them. Often you have the young, entrepreneurial growth companies, that’s the 



	 154 

classic story right: the organic firms that go for exploration. I mean they cannot setup a big production 

facility, they just don’t have the resources and capabilities to do that, so what they do is they go with the 

small team. That, by default, prevents them from achieving ambidexterity as a starting point, as resources 

at this point do not go to balancing the dual tensions in this entrepreneurial growth phase. Then we have 

the typical small firm, that’s based on, perhaps has at some point in time developed a new production 

and is currently producing clothing, they don’t have the resources to engage in big exploratory actions 

but they’re just continuing as traditionally.  

 

So, there are a lot of these smaller firms that go one-sided, simply because they don’t have the resources 

to do otherwise. Asking them to set up... I mean, we’re for example having a chocolate business in my 

family, a rather small company with 180-200 employees, which is for the most an exploitative driven 

firm. Say, for example, “we now need to setup a big team of 10 people in the creative department”, I 

mean that, for us, that’s extensive investments right. So, for a lot of these firms it’s simply not possible 

to do this, right.  

 

Would these resource-constrained (SMEs) benefit greater from maintaining a low-levelled 

balance or a high-levelled one-sided orientation? 

Hmm, that’s very hard to give a general answer. I’d just like to say, the larger firm, and the more 

resource-sufficient this firm is, the easier, or more feasible even, it is to have a balance between the two. 

But now to say an exact cut-off point, I mean I have even seen smaller firms doing this, but of course 

on a smaller scale, i.e. a lower level. But whenever you have this; the problem that comes with 

ambidexterity is not that you need resources for exploitation and/or exploration, but you even need 

integration resources. You need someone, if we’re again talking about the separation part, because these 

two logics that are at most times very conflicting, you recall the paradox and the fact that the two logics 

are a tension. So, you need someone who keeps them off each other, someone who effectively separates 

them. This could be a project coordinator or project manager even. But at the same time, you need 

someone to integrate the two in case you’re contextually ambidextrous rather than structurally 

ambidextrous. 

 

So, what I’m saying by this is that for a resource-limited, small firm it’s not only costly to have not just 

an exploitative unit but a second unit, or activity, again. But then even in addition, you have someone 

and some structures that enable this coordination, buffering whatever you may call it. So, this is just 

intensive, right. In terms of resources ambidexterity comes with a lot of costs.  
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So, in general I would say that the more resource rich, the more it is able to engage in ambidexterity. 

Again, some small firms are able to do both but that would already be a very specific case, I’m sure, 

because we don’t see this a lot. This is an interesting finding that you might even be able to gain some 

insight to. You may perhaps have a small firm that ranks high on the balance score and that might be 

interesting to uncover how this firm go about the resource allocation to manage the two logics. That’s 

something you could explain, very interesting.  

 

Do firms act differently in periods with radical change in the environment versus incremental 

change? 

Well, there is this thing called a fixed-effect industry level. This means that if there is, on the industry 

level, something happening, more change in the environment or in the demand for example, you can 

basically be for sure that all firms independently go into the exploratory side, right. So, in my article I 

talk about the interesting part of the external setting and how the environment affects the individual firm. 

We were always talking about ‘shocks’ because then we can rule out this endogeneity problem. In our 

case we studied an insurance industry, where the shocks were about ‘all of a sudden’ new risks. These 

were external factors that the firms did not have on their sheets. So, September 11th was an example 

right. Before that, no one would have thought about a plane flying into a building, but all of a sudden, 

insurance firms needed to think about this. What does this mean, right? Which, of course turned the 

entire industry into becoming more exploratory, all the firms needed to build new risk models and so 

on, so that shifted basically everyone.  

 

But again, even if we’re saying we’re shifting an entire industry, within this, different firms respond 

differently, right. Some firms might even say “ok, our part of exploration is almost non-exploration, 

which means we simply disregard this and we don’t offer insurance for this.” Basically saying that this 

is something that we do not account for. Whereas others are, there are maybe even some that even try to 

focus on these specific kinds of new risks, so they specialize and go niche within these new kinds of 

risk. So, there is heterogeneity, while the firm by itself shifts of course, and I am sure this applies to the 

fashion industry as well where the industry by itself is shifting and becoming disrupted, within the 

industry, you can just see heterogeneous development. Someone’s doing more of it, someone’s doing 

less of it, someone’s even going in the completely opposite direction, and someone’s doing all of it and 

going 100 percent niche. We observed this in the insurance industry, and I can’t see that this wouldn’t 

apply to the fashion industry as well, right.  
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Did you observe whether firms that followed the change performed better than those that went in 

the opposite direction?  

We didn’t find any relationships on that specifically. What we could see, however, is that the relative 

balance logic is again very important. The ones that took extreme jumps did not perform well, because 

there is always the day-to-day business that ensure your daily returns. So even that is not good. On the 

other hand, surely, the ones that did not act and did essentially provide insurance for this newfound risk 

did not do well either. So again, the general industry move was important here, where we tested the 

adaptation part and how firms in the insurance industry deal with such industry shifts. So, this is what 

we found in this specific article.  

 

Why has ambidexterity become so important in empirical studies and in business practice become 

so important recently?  

The concept has initially, in terms of the way we understand it right now, the way it’s translated today 

is very simple and easy for everyone to understand. Initially, the models that were developed in terms 

of organizational ambidexterity were very complex, very hard to understand, also the logic behind it I 

would say. It’s not always the best option to aim for becoming more exploitative or exploratory, it’s a 

performance landscape that you have to imagine as a three-dimensional landscape of hills. Now, you 

don’t know how these hills are distributed and where they are located and where they peak. But you 

want to jump to the highest hill, as a metaphor for reaching peak performance and optimal market-fit to 

optimize returns, right. So, at some point you will be at a local hill, a local optimum, and if you only go 

for exploitation which means you jump, right, left, and it always goes downhill, so I only jump uphill, 

uphill, right. And then you reach a local peak and then you say “oh no, I can’t go higher” so you will 

never reach a global optimum because you never explore enough and make that big jump, so you end 

up reaching a seemingly sub-optimal outcome. So, in general, the discussion and the techniques behind 

the debate have been very technical for a long time.  

 

Now they have been more and more translated into understandable, easy-to-understand, tangible 

exploitation and exploration kind of findings. So, I think this is always, I think it basically started in 

1990, some say 1994, there’s the March (1991) article right, but it has been very technical up until this 

time. Now I think it has been translated into a very easy-to-understand context. And then also, I think 

that it just has a lot of relevance basically. I see that more and more firms are able to grasp the concept 

and its importance, and they see that “oh okay, it’s true what they are telling”. Again, initially the 

communication around ambidexterity was initially complex to a level where firms would say “ok, that’s 

weird, you guys with your hills and stuff, that’s really strange”. Now firms realize that “hey, this applies 
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to me”. This is tangible and something that I can understand and the evidence that the outcome is so 

intuitively appealing, that a lot of firms also want to do that. So I guess that’s my best answer to this. 

 

General discussion about the project 

Is ambidexterity positive in the fashion industry, or rather how does ambidexterity look in the fashion 

industry. It’s a fine line, because exploitation-exploration regarding marketing specifically is not a clear 

concept in general. It is very firm-level specific in terms of ambidexterity is defined in terms of the 

individual firm. An exploratory activity may be exploratory for one firm, while it may be exploitative 

for another firm, that has pursued this activity for several years. Even if your keywords pick up several 

parts of a firm’s annual reports and this must be accounted for.  

 

R&D and growth rate link: How does R&D intensity relate to operating revenue growth. R&D is an 

exploratory side of innovation. What is interesting about the variable you have tested is the part that the 

special part about ambidexterity is that more and more people are saying that the core of ambidexterity 

is not about how much innovation and how much efficiency you have, but that it’s important to have 

both elements. A bad thing would always be to have a one-sided orientation, that would always be a 

problem, as you would automatically lose the potential opportunities from this. A quantitative study is 

broad and includes multiple aspects, and then a smaller story with a qualitative study that measures 

narrower and more in-depth to explain the specific story. Make sure what story you’re telling. Explain 

and account for it: Make sure the arguments stick to what you’re measuring.  

 

Discussion on ambidexterity measurement and calculation 

To get an integrate ambidexterity score, what I think is that the standard nowadays is to multiply the 

interaction, so to get the ambidexterity level we multiply exploitation and exploration score.   

Firm specific differences: every firm goes with a fixed indicator – calculating out differences  

Denominator is the total sum: Diving the ambidexterity keyword score with the total sum:  

 

(e.g.) Exploitation = 3, Exploration = 4 – Total Value = 7  

(which then becomes the common denominator) 

3/7 * 4/7 = Relative ambidexterity score. 

 

Here, the penalizing effect of imbalance evaluates the total ambidexterity score as an integrate index 

score. It’s interesting to take these quantitative measures and go qualitatively in-depth with the data.  
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Appendix 7. Histogram Frequency 

R1 Histogram frequency observations for dependent variable (N = 98) 

 

 

R2 Histogram frequency observations for dependent variable (N = 46) 
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Appendix 8. Shapiro Wilk’s Goodness-of-Fit Test 

JMP Normality and Shapiro Wilk’s Goodness-of-Fit Tests of variables (R1: N = 98) 
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JMP Normality and Shapiro Wilk’s Goodness-of-Fit Tests on variables (R2: N = 46) 
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JMP Normality and Shapiro Wilk’s Goodness-of-Fit Tests (Control Variables R1 and R2) 
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Appendix 9. Residual Plotting 

Residual Plotting: R1 
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Residual Plotting: R2 
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Appendix 10. Multiple Linear Regression Results 
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Revenue CAGR – Ambidexterity Magnitude outputs 
	

	
	

Revenue CAGR – Ambidexterity Balance outputs 
 

	
	

Revenue CAGR – Ambidexterity Balance outputs
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Appendix 11. Life Cycle Model  

	

 
 
Source: Authors’ own creation  
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Appendix 12. Bivariate Fits (JMP)		
Bivariate Fits (JMP)of Dependent Variable and all Independent Variables 
	
	

Ambidexterity Integrate Measure 

	
	

Ambidexterity Magnitude 

	
	

Ambidexterity Balance 
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CAGR, Median, and Average R&D Growth 
	

	
	
	

Ambidexterity Integrate Measure (log) 
	

	
	
	
 

 

	
 

 

	
 


