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ABSTRACT

Since the dynamic capabilities perspective has been suggested as the most suitable
framework to understand organizational ambidexterity, this paper uses a contingency
approach to analyze ambidexterity as a dynamic capability. Based on previous research, we
propose that exploitation, exploration and ambidexterity are dynamic capabilities on different
levels, and we discuss their suitability and modes of adaptation (sequential, contextual,
structural, leadership-based, and alliance-based) in stable, dynamic, and hyper-dynamic
business environments. This paper contributes to the research on ambidexterity by shedding
additional light on the multi-level nature of essential capabilities to achieve dynamic
ambidexterity and the role of business environments in this process. We conclude by showing
how the proposed framework offers opportunities for new streams of research in the
ambidexterity field.

1. INTRODUCTION

There are major concerns in organizational theory literature about explaining the tensions
caused by organizational needs when simultaneously pursuing the goals of efficiency and
adaptability. There is strong evidence to suggest that many organizations persist in improving
efficiency without engaging in adaptability activities, so they are unable to adapt to
environmental changes because they obstruct the development of learning and innovation
capabilities. Consequently, an important number of researchers propose that the survival of
organizations depends on their ability to simultaneously exploit existing knowledge and
explore new opportunities (Gibson & Birkinshaw, 2004; He & Wong, 2004; Lubatkin,
Simsek, Ling, & Veiga, 2006; March, 1991; Raisch & Birkinshaw, 2008; Tushman &
O’Reilly, 1996), and they have adopted the human characteristic of ambidexterity (people
ability to use both hands with equal skill) as a metaphor to describe such capability.

Research on ambidexterity has burgeoned in the last few years. However, despite this
explosion of research and publications on the issue, there are still some open-ended issues
that need to be clarified. This is particularly relevant in the case of the term ‘organizational
ambidexterity’ which has been used in a generic and vague sense, simply referring to the
firm’s ability to do two things simultaneously (Moreno-Luzon, 2017). Therefore, as O’Reilly
and Tushman mentioned, “If the term ‘organizational ambidexterity” continues to be used to
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describe highly disparate phenomena, our insights into how firm actually explore and exploit
are likely to become less and less useful” (2013, p. 332).

Some authors proposed the framework of dynamic capabilities as being the most appropriate
scenario to understand ambidexterity (Birkinshaw et al., 2016; Lee and Rha, 2016; Li and
Huang, 2012; O’Reilly and Tushman, 2008). Dynamic capabilities can be defined as “the
capacity of an organization to purposefully create, extend or modify its resource base” (Helfat
et al., 2007, p.1). Hence, ambidexterity in this perspective is reflected “in a complex set of
decisions and routines that enable the organization to sense and seize new opportunities
through the reallocation of organizational assets” (O’Reilly and Tushman, 2013, p.17).
Accordingly, ambidexterity is seen as a dynamic capability that allows companies to generate
and orchestrate a balance between exploitation and exploration (Birkinshaw et al., 2016).

Following this vein, in this paper, we aim to improve the understanding of ambidexterity as
a dynamic capability. To do so, we based on the general framework of dynamic capabilities
of Ambrosini et al. (2009) which has allowed us to delve deeper into the relationships
between exploitation, exploration, and ambidexterity, as well as into their different nature,
functions, and utilities. In terms of theoretical contributions, we begin by conceptualizing
both exploitation and exploration as dynamic capabilities. We suggest that exploitation can
be understood as a first-level dynamic capability and exploration as a second-level dynamic
capability. Therefore, contrary to previous research, we consider that exploitation and
exploration are dynamic capabilities on different levels. Then, we propose that ambidexterity
is a third-level dynamic capability that changes or alters the mix of exploitation and
exploration dynamic capabilities. Furthermore, we shed additional light on the different
business environments where firms may use exploitation, exploration, and ambidexterity and
the different modes of adaptation that they commonly use.

In the following sections, we address the literature associated with organizational
ambidexterity and we offer a new approach to conceptualized ambidexterity, opening new
avenues for research in this field.

2. LITERATURE REVIEW
2.1 Organizational ambidexterity

The turning point and the consequent increase in interest in ambidexterity date back to
(March, 1991) who suggested the need for organizations to explore and exploit
simultaneously to ensure their survival. Gibson and Birkinshaw (2004) defined this capability
as an organization's ability to efficiently manage today’s business demands, while also
adapting to changes in its environment. According to Moreno-Luzon et al. (2014), this
concept serves to identify organizations that are capable of balancing two different forms of
learning and innovation, and it refers to the efficient meeting of current demands and the
adaptation to future changes, on a simultaneous basis. Tushman and O’Reilly (1996) asserted
that an ambidextrous company has the capabilities to compete both in mature markets where
cost, efficiency, and incremental innovation are critical aspects, and in emerging markets
where experimentation, speed, flexibility, and radical innovations are critical aspects. Table
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1 summarizes several definitions of organizational ambidexterity put forward by different
researchers.

Table 1. Organizational ambidexterity definitions
AUTHOR DEFINITIONS

A firm’s ability to pursue both incremental and
radical innovations.

A firm’s ability to be efficient and flexible at the
same time.

A firm’s ability to be aligned and efficient to face
Gibson and Birkinshaw (2004) today’s business management demands, while also
being able to adapt to changes in the environment.
A firm’s ability to search for exploration and
exploitation strategic innovations.

A firm’s ability to exploit existing competences as
Lubatkin et al. (2006) well as exploring new opportunities with equal
dexterity.

A set of routines that include decentralization,
differentiation,  targeted integration, and
leadership skills that orchestrate the complex
dilemma between exploration and exploitation
requirements, making it easier for the organization
to feel and take advantage of new opportunities
through resource redistribution.

Higher-order dynamic capability that enables
Birkinshaw et al. (2016) firms to generate and orchestrate an appropriate
balance between exploitation and exploration.

Tushman and O’Reilly (1996)

Adler et al. (1999)

He and Wong (2004)

O’Reilly and Tushman, (2008; 2013)

In general, ambidexterity is recognized as a firm’s ability to balance exploitation and
exploration capabilities. On one hand, exploitation is related to efficiency, control, certainty,
refinement, reduction of variance, and the improvement of existing technologies and
knowledge (Katila and Ahuja, 2002; O’Reilly and Tushman, 2008; Tushman and O’Reilly,
1996). Therefore, it implies the use of explicit knowledge, and it originates incremental
innovations in existing products or processes (March, 1991; Nonaka, 1994). On the other
hand, exploration is associated with experimentation, flexibility, divergent thinking, risk-
taking, an increase in variance, new knowledge, and the use of new technologies (Lubatkin
et al., 2006; March, 1991; O’Reilly and Tushman, 2008; Rivkin and Siggelkow, 2003).
Therefore, it implies the use of tacit knowledge and it generates completely new product or
process trajectories (Levinthal and March, 1993; Nonaka, 1994), and focuses on responding
to environmental changes by creating radical innovations (Tushman and O’Reilly, 1996).
Table 2 shows some important characteristics of exploration and exploitation.

Table 2. Characteristics of exploration and exploitation
EXPLORATION EXPLOITATION




Flexibility Control
Experimentation Refinement

Autonomy Efficiency

Risk-taking Improve current competencies

Increase of variance
New competencies
New knowledge
Adapting to changing conditions
Cognitive efforts
New distribution channels

Increased predictability
Reduction of variance
Stability requirement
Replication of approaches
Expansion of existing knowledge and skills

Ambidexterity is important because proper interaction between exploration and exploitation
reflects a complex capability that provides a competitive advantage beyond that obtained by
each activity individually (Colbert, 2004). On the one hand, firms that focus on exploitation
make improvements in efficiency in the short term, but they are self-destructive in the long
term. On the other hand, firms that focus on exploration do not obtain profitability from their
knowledge, and tend to suffer from a lack of efficiency that diminishes their competitiveness
(Levinthal and March, 1993). Therefore, ambidexterity researchers have argued that being
involved in both exploration and exploitation processes is fundamental to the survival and
long-term success of organizations (Gibson and Birkinshaw, 2004; Junni et al., 2013). The
impact of ambidexterity on firm survival is widely supported by empirical evidence that
shows its positive relationship with firm performance. Table 3 summarizes some relevant
empirical studies.

Table 3. Relevant empirical studies about the impact of ambidexterity on firm performance

AUTHORS

INDUSTRY

FINDINGS

Birkinshaw (2004)

Indian, French, and South
Korean industries

He and Wong |371 Singapore and 192 |Positive effect of ambidextrous firms on sales
(2004) Malaysian firms growth.
41 business units from
Gibson and dlffer(_ent Japangse, Contextual ambidexterity is positively related to
American, Canadian,

business unit performance.

Atuahene-Gima
(2005)

500 Chinese electronics
firms

The positive effect of the interaction between
competence exploitation and exploration on
incremental and radical innovations performance
was not supported.

Lubatkin, Simsek,
Ling, and Veiga
(2006)

139 New England small-
to medium-sized firms

Positive effect of ambidextrous orientation on
firm performance.

Lin, Yang, and
Demirkan (2007)

95 USA firms

In an uncertain environment, ambidexterity
enhances firm performance.
Ambidextrous alliances benefit large firms, and
exploratory or exploitative alliances benefit
small firms.




Venkatraman, Lee,
and lyer (2007)

Software firms (4,153
observations with 1,005
panels) — Database

Sequential ambidexterity emerged as a more
significant predictor of firm growth than
simultaneous ambidexterity.

Morgan and
Berthon (2008)

160 managers from the
UK bioscience industry

Positive effect of ambidexterity on business
performance.

Han and Celly
(2008)

70 Canadian international
new ventures

International new ventures can achieve superior
performance by managing the ambidextrous
strategy of a) fewer investments in many
countries; b) standardization and innovation.

Cao, Gedajlovic,
and Zhang (2009)

222 firms from three high-
tech parks in China

Combined dimension of ambidexterity has a
positive effect on firm performance.

There is no evidence to indicate that a balanced
ambidexterity dimension has a positive effect on
firm performance.

The interaction between a combined dimension
of ambidexterity and a balanced dimension of
ambidexterity led to better firm performance.

Kristal, Huang,
and Roth (2010)

174 USA manufacturing
firms

Positive effect of ambidextrous supply chain
strategy on combinative competitive capabilities.

Jansen, Simsek,

285 business financial

units from 88 European

Positive relationship between unit ambidexterity

and Cao (2012) and its subsequent financial performance.
branches
Li and Huang 253 Taiwanese firms Positive effect of ambidexterity on new product
(2012) performance.
Lin, McDonough, . . . . .
Lin, and Lin 214 Taiwanese firms El?gilge\zlses eg(]ecgtm?;nlglenovatlon ambidexterity on
(2013) P '
Hsu, Lien, and 207 Taiwanese high-tech Positive relationship between international

Chen (2013)

firms with foreign direct
investment experience

ambidexterity and performance.

Blome,
Schoenherr, and
Kaesser (2013)

97 firms with
manufacturing  standard
industrial  classification
codes from Germany,
Austria and Switzerland

Positive relationship between ambidextrous
governance and both innovation and cost
performance.

The impact of ambidextrous governance on
innovation ~ performance is  higher if
organizational ambidexterity is high. However,
this moderation was not observed when
considering cost performance.




De Clercq,
Thongpapanl, and
Dimov (2013)

232 Canadian firms

Positive  relationship  between  contextual

ambidexterity and firm performance.

Derbyshire (2014)

45,113 firms from 15
European  countries -
Survey conducted by the
European Commission

Ambidexterity is positively related to sales
growth.

Lin and Ho (2015)

74 firms from the global
automotive industry
located in 13 countries.
Questionnaires and
several government and
commercial databases

The higher level of ambidexterity a firm has, the
higher the level of environmental performance a
firm achieves.

Kauppila (2015)

172 Finnish
manufacturing firms

Ambidextrous pursuit of simultaneous co-
exploration and co-exploitation is negatively
related to firm performance.

Lee, Woo, and
Joshi (2017)

110 C-level executives in
software firms in India

Ambidextrous orientation has a positive effect on
NPD performance.

Lee, Kim, and
Joshi (2017)

136 Korean firms

Balanced aspect of ambidexterity and a
combinative aspect of ambidexterity
significantly affects NPD performance.

Legenvre, and

95 purchasing functions of

Benitez, Castillo, |100 US small firms . . . . .
: . Positive relationship between ambidexterity and
Llorens, and included in Forbes innovation performance
Braojos (2018) |database P '
There is no evidence that a balanced dimension
Gualandris, of purchasing ambidexterity positively impacts

on a buyer’s financial performance.

Molina-Azorin
(2018)

manufacturing and service
firms

Kalchschmidt ?jrdolugn firr{;gd large A combined dimension of purchasing
(2018) P ambidexterity positively impacts on a buyer’s
financial performance.
Pertusa-Ortega and | 164 Spanish

Ambidexterity  positively influences  firm

performance.

2.2 How to achieve an organizational ambidexterity capability

The organizational literature initially suggested focusing on exploitation or exploration
alternatively (Denison et al., 1995; Ghemawat and Costa, 1993). However, more recent
research has recognized that exploitation and exploration are interdependent, and firms can
develop both capabilities at the same time, resulting in better performance (O’Reilly and
Tushman, 2013; Raisch and Birkinshaw, 2008). Therefore, there are different ways to

6




achieve ambidexterity that can be divided into two main groups, sequential and simultaneous
modes (contextual, structural, leadership-based, alliance-based). The first mode is known as
sequential ambidexterity. This mode follows the idea of pursuing exploitation and
exploration activities over different periods. Therefore, in this mode of adaptation, a firm can
be ambidextrous changing its structure over time, i.e. ambidexterity is achieved through
alternating periods of exploitation and exploration. The second mode is called contextual
ambidexterity, where ambidexterity is achieved through an organizational context that
supports and allows people to judge for themselves how to better divide their time between
exploitation and exploration activities. The third mode is called structural ambidexterity,
where ambidexterity can be achieved through the establishment of autonomous units to
explore and exploit within the same organization. These units are structurally separated, each
with their own alignment of people, structures, processes, and cultures. The fourth mode is
referred to as leadership-based ambidexterity, and it states that top management teams are
responsible for the tensions generated by the need to develop exploitation and exploration
activities, implying that top managers play the most important role in achieving this
capability. Finally, the fifth mode is called strategic alliance-based ambidexterity, it suggests
that the tensions generated by the intention to achieve exploitation and exploration
simultaneously can be resolved through the outsourcing of exploitation and exploration
activities through the development of strategic alliances with external partners (Gibson and
Birkinshaw, 2004; O’Reilly and Tushman, 2013; Raisch and Birkinshaw, 2008; VahIne and
Jonsson, 2017).

As mentioned by O’Reilly and Tushman (2013), some research has proposed a combination
of the aforementioned types to achieve ambidexterity. For example, Raisch et al. (2009)
found that mature companies initially employed structural ambidexterity, and then switched
to integrated designs when exploration units gained tradition. Similarly, Kauppila (2010)
suggested that ambidexterity can be developed through a combination of structural and
contextual forms of adaptation at organizational or inter organizational levels. Therefore,
obtaining an ambidexterity capability follows the equifinality principle. i.e., organizations
can achieve a suitable balance for their exploitation and exploration capabilities through
many potential ways starting from different initial conditions.

In summary, we found in our review that firms can achieve ambidexterity by using and
combining several modes at different organizational levels. Figure 1 illustrates these points.

Modes of organizational ambidexterity

Sequential Structural Contextual Leadership- S trategic
based alliance-based
Top Inter-
Organizational level Individual level management organizational
level level

Figure 1. Modes of organizational ambidexterity




3. ORGANIZATIONAL AMBIDEXTERITY AS ADYNAMIC CAPABILITY

The meaning of exploitation and exploration depend on the theoretical context that is used to
analyze ambidexterity. For example, incremental innovations and radical innovations use a
technological innovation context, stability and change use an organizational change context,
and induced processes and autonomous processes employ an organizational design context.
However, as different researchers have warned, this use of different theoretical contexts has
blurred some of the initial clarity about the definition of organizational ambidexterity and
reduced its potential for resolving the tensions between exploration and exploitation (Nosella
et al., 2012; O’Reilly and Tushman, 2013). As Raisch and Birkinshaw mentioned, “this has
not only led to a lack of transparency in the vocabulary that is used but also, more critically,
in respect of the different phenomena’s specific effects” (2008, p. 376). Therefore, using the
topic so broadly has caused a loss of its meaning, so our vision about how firms actually
exploit and explore has become less useful (O’Reilly and Tushman, 2013).

In an attempt to solve the problem, some authors proposed dynamic capabilities as the most
appropriate framework to explain ambidexterity (Birkinshaw et al., 2016; Lee and Rha, 2016;
Li and Huang, 2012; O’Reilly and Tushman, 2008; Vahlne and Jonsson, 2017). As opposed
to the static perspective, which focuses on specific configurations that remain in time without
considering whether they are suitable in the external context (Birkinshaw et al., 2016; Dolz
et al., 2014), the dynamic capability perspective argues that ambidexterity allows companies
to develop and perform their exploration and exploitation according to environmental
dynamism. i.e., this perspective recognizes that environmental dynamism can affect the mode
of adaptation that companies choose to be ambidextrous and the focus that they have on the
development of exploitation and exploration capabilities over time. To the best of our
knowledge, Birkinshaw et al. (2016) were the first to propose a complete conceptualization
of exploitation, exploration and ambidexterity as dynamic capabilities, using three
categories: sensing, seizing, and reconfiguration (Teece, 2007, 2014). They equated
exploitation with a seizing capability and exploration with a sensing capability, viewing both
as lower-order dynamic capabilities. In this approach, ambidexterity was equated with a
reconfiguration capability, viewed as a higher-order dynamic capability that enables the
generation and orchestration of an appropriate balance between exploitation and exploration
as lower-order dynamic capabilities.

Following this vein, we started from the model put forward by Birkinshaw et al. (2016) and
identified some points of improvement: 1) both exploitation and exploration are defined as
lower-order dynamic capabilities, which makes it hard to understand key questions, such as
why is it more difficult for companies to develop exploration in relation to exploitation?, 2)
Is ambidexterity only a balance between exploitation and exploration, or is it necessary for
the ambidextrous company to also develop synergies between its exploitation and exploration
capabilities? 3) Is ambidexterity necessary in all business environments? and 4) What are the
appropriate adaptation modes in each business environment?

To answer these questions, we used the model put forward by Ambrosini et al. (2009) which
centres on three categories of dynamic capabilities, and is similar to Teece’s model (Teece,
2007, 2014). In this model, they suggest separating dynamic capabilities into three categories,
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but also make an interesting differentiation about the levels or order of these dynamic
capabilities. At the first level, there are incremental dynamic capabilities, which centre on
the continuous improvement of the firm’s resource base. At the second level, there are
renewing dynamic capabilities, which are capabilities to update, adapt, and increase the
firm’s resource base. Finally, at the third level, there are regenerating dynamic capabilities,
which affect the firm’s current set of dynamic capabilities. These capabilities modify the way
the company changes its resource base.

We equate exploitation with an incremental dynamic capability since it is based on existing
knowledge to produce predictable results and incremental improvements in a firm’s resource
base, maintaining its value in relatively stable contexts. This follows Ambrosini et al.'s (2009)
idea about incremental dynamic capability, which describes capabilities that made
incremental improvements in a firm’s resource base. Although there is some discussion about
the conceptualization of exploitation as a dynamic capability, because of its relative stable
nature, it is known that the line that separates dynamic capabilities and operational
capabilities is unavoidably blurry (Helfat and Winter, 2011). Therefore, we consider that the
exploitation capability can be dynamic and operational, depending on its intended use.
Therefore, exploitation as a dynamic capability is seen as the firm’s ability to continuously
improve its existing resources, leading to the dynamic transformation of new competencies
(Yalcinkaya et al., 2007).

On the other hand, we equate exploration with a renewing dynamic capability, since it allows
firms to develop new processes, products, and services that are different from those used in
the past (Yalcinkaya et al., 2007), i.e., it expands or modifies the firm's resource base using
new knowledge to create or adapt products and processes to changing business environments.
Furthermore, in the ambidexterity literature, it is recognized that firms tend to have greater
difficulty in developing exploration activities compared to exploitation ones because of the
higher risks and costs that it involves (Cao et al., 2009; Lewin et al., 1999; March, 1991;
O’Reilly and Tushman, 2004). Therefore, our conceptualization of exploration as occupying
a higher dynamic capability level (second-order) than exploitation (first-order) considers the
different nature of these capabilities. Finally, it was also noted that the development of
renewing dynamic capabilities is essential to obtain a competitive advantage in dynamic
environments (Bowman and Ambrosini, 2003), since if it only has incremental dynamic
capabilities, a firm’s risk of not being able to adequately renew its resource base (Ambrosini
etal., 2009). This is similar to the argument proposed in the ambidexcterity literature, in terms
of the differences between exploitation and exploration.

We argue that this dynamic form of ambidexterity can be understood as a third-level dynamic
capability when firms achieve a balance and develop synergies between their exploitation
and exploration dynamic capabilities at the highest level. We propose equating ambidexterity
with a regenerating capability because it is not simply about the firm’s ability to do two things
simultaneously. It also involves the development of synergies between exploitation and
exploration (Smith and Tushman, 2005) given that they involve interdependent processes
that need to be combined and embedded to generate synergistic results (Floyd and Lane,
2000). This means that the ambidextrous organization can alter the combination of its
exploitation and exploration routines, which allows them to modify its resource base in new
ways according to changes in the business environment.



In summary, ambidexterity from this perspective is not only a suitable balance between
exploitation and exploration, but also includes the development of synergies that allow
learning, integration, and reconfiguration between them. This follows the Ambrosini et al.
(2009) model about the existence of a third-level dynamic capability, whose objective is to
act on other dynamic capabilities either by changing their form or by altering their
combination. In Figure 2, we illustrate the proposed theoretical model of ambidexterity as a
dynamic capability.
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= ) L Learning,

5 E Regenerative Organizational Integration, and
c - - .

%g Dynamic Ambidexterity Reconfiguration S_—
£ . _ 2 8
= Capability s 5z &£ §

X 2 2373
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A5 2 g 8s
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EE Renewmg Exploitation = S &

§9 Dynamic Exploration and Exploration S

as Capability h
i %

° é Incremental

E=JS Dynamic Exploitation
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Resources
base

Figure 2. Organizational ambidexterity as a dynamic capability

Since the different types of dynamic capabilities are applied according to environmental
dynamism (Ambrosini et al., 2009; Winter, 2003), the development of exploitation,
exploration and ambidexterity and the modes of adaptation depend on the firm's business
environment. In stable environments, where changes are predictable and infrequent,
exploitation is more applied, and the need for exploration is reduced, i.e., firms can survive
with incremental innovations that ensure the continuous improvements of their resource base
(Uotila, 2018). However, in dynamic environments, where changes occur faster and are
unpredictable, firms need to develop both incremental and renewing capabilities, so a firm’s
exploitation capability cannot ensure its survival, and exploration is also needed. The mode
of adaptation in this environment can be in sequential or simultaneous modes, where the
chosen mode will be based on organizational attributes and top managers' strategic choices
(Birkinshaw et al., 2016).
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Finally, in hyper-dynamic environments, where external changes are non-linear and
discontinuous, there is a need for learning, integration, and reconfiguration between
exploitation and exploration capabilities. Therefore, a balance between them is not enough
to ensure a firm’s survival, and ambidexterity as a regenerating dynamic capability is
required. This dynamic form of ambidexterity can only be developed using simultaneous
modes of adaptation. However, in this kind of environment, contextual ambidexterity is the
most difficult to achieve, since “while conceptually easy to imagine how contextual
ambidexterity might operate within a given setting or technological regime, it is harder to see
how it would permit a company to adjust to disruptive or discontinuous changes in
technologies and markets” (O’Reilly and Tushman, 2013, p 12). Furthermore, structural
ambidexterity has to evolve towards more integrated units, where senior team leadership is
needed to orchestrate these internally different alignments (O’Reilly and Tushman, 2004;
Smith and Tushman, 2005). Alliance-based ambidexterity is extremely useful because
cooperation between interdependent participants is required (Adler et al., 1999). Therefore,
combined use of adaptation modes is considered as a key strategy to face environments with
highly turbulent levels.

4. DISCUSSION AND CONCLUSIONS

In the specialized literature on ambidexterity, there is a consensus on the positive effects of
this capability on the firm's resource base. Several studies have found empirical evidence that
supports a positive relationship between ambidexterity and important performance measures
like new product development, profitability and sales growth (Cao et al., 2009; Derbyshire,
2014; He and Wong, 2004; Jiang and Li, 2008; Lubatkin et al., 2006; Tippins and Sohi,
2003). However, this does not necessarily imply the development of a dynamic capability
that leads to organizational adaptation (O’Reilly and Tushman, 2008). Therefore, recent
research has argued for the need of a more complex and dynamic view about how firms use
exploitation and exploration capabilities to adapt to high levels of turbulence (Birkinshaw et
al., 2016; Uotila, 2018).

In this paper, we have discussed exploitation, exploration, and ambidexterity as different
kinds of dynamic capabilities that need to be applied depending on the dynamism of the
business environment. Based on Ambrosini et al.'s (2009) general dynamic capability
framework, we propose that exploitation is an incremental dynamic capability and
exploration is a renewing dynamic capability that allows incremental and radical
improvement of the firm’s resource base, respectively. We suggest that exploitation and
exploration can be understood as two dynamic capabilities of different levels. Making this
differentiation or classification allows us to clearly highlight why there is usually a bias in
favor of exploitation, showing the greatest difficulties to achieve the exploration capability.

Then, following Birkinshaw et al. (2016), who argued that ambidexterity can be understood
as a higher-level dynamic capability; we proposed that ambidexterity can be equated to a
regenerating dynamic capability that changes the form or alters the mix of exploitation and
exploration capabilities through synergies that allow learning, integration, and
reconfiguration between them. The current literature on ambidexterity tends not to
distinguish between balance and synergies as requirements for ambidexterity. Ambidextrous
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firms are usually described as firms which achieve a balance between exploitation and
exploration capabilities. However, our conceptualization of ambidexterity strongly
emphasizes both balance and synergies between exploration and exploitation capabilities,
i.e., the ambidextrous organization must be able to use the results obtained by exploration
activities in exploitation activities and vice versa, since it can facilitate the transformation
and recombination of these firm’s dynamic capabilities. Table 4 summarizes the differences
between our perspective and the previous perspectives on exploitation, exploration and
ambidexterity.

Table 4. A comparison of perspectives about exploitation, exploration, and ambidexterity as
dynamic capabilities

AUTHORS COMPARISON

s They do not distinguish between different levels, i.e., exploitation,
O’Reilly and o . . . .
exploitation and ambidexterity are understood as being dynamic
Tushman (2008) -
capabilities on the same level.
Birkinshaw et al. | Exploitation and exploration as lower-order dynamic capabilities.
(2016) Ambidexterity as a higher-order dynamic capability.
Exploitation as a first-level dynamic capability.
Exploration as a second-level dynamic capability.
Ambidexterity as a third-level dynamic capability.

Perspective of this
paper

The dynamic capability view offers a more theoretically suitable lens to understand the
ambidexterity phenomenon, since it considers that the development of ambidexterity occurs
depending on the dynamism of the environment, i.e., the more dynamic the firm’s business
environment, the greater the need for ambidexterity (O’Reilly and Tushman, 2008). In stable
environments, firms can survive using only exploitation. This is possible because
exploitation can be used by a firm to achieve improvements in their resource base through
cumulative incremental changes (Uotila, 2018) which allow them to adapt to predictable
environment changes. However, in a dynamic environment, exploration is also needed.
Therefore, the challenge for firms is to achieve an appropriate balance between exploitation
and exploration to improve their resource base in the light of a frequently changing business
environment. Finally, regenerative ambidexterity is found to occur in hyper-dynamic
environments, where the development of a suitable balance, learning, integration, and
reconfiguration between exploitation and exploration are critical issues to achieve this
dynamic form of ambidexterity. In summary, exploitation, exploration, and ambidexterity
need to be applied according to the business environment. Therefore, the ability of managers
to perceive environmental dynamism is at the core of exploitation, exploration, and
ambidexterity as dynamic capabilities.

In line with Uotila (2018), we noted that environmental contingencies also affect whether the
organization follows a sequential or simultaneous mode of ambidexterity. In the
ambidexterity literature, we identified five different modes of adaptation that firms can apply
when faced with dynamic and hyper-dynamic environments. In dynamic environments, firms
can survive by applying sequential, contextual, structural, leadership-based, and alliance-
based modes. However, in a hyper-dynamic environment, since both balance and synergies
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between exploitation and exploration are needed at the highest level, the sequential mode
will make it difficult to achieve faster adaptation of a firm’s resource base. Contextual,
structural and leadership-based modes have to be used together and, according to the alliance-
based mode, they should be focused on coordination and collaboration between supply chain
members.

Rather than proposing that one mode is more effective than another, we follow Birkinshaw
et al.'s (2016) idea that firms’ adaptation to discontinuous changes might be more complex
that commonly assumed. They found empirical evidence that shows the different capabilities
required to apply sequential (focus-shifting capability), contextual (context-shaping
capability, and structural (resource-linking capability) ambidexterity modes in dynamic
environments and concluded that the challenge for firms is to make a decision about what
mode is appropriate to its environmental context and organizational strategy, structure, and
culture. However, how firms adapt to discontinuous changes typical of hyper-dynamic
environments is still a “matter of speculation” (Birkinshaw et al. 2016), since empirical
evidence from companies facing this kind of environment is scarce. We believe that with the
increase of non-linear and discontinuous changes, the importance of internal collaboration
across a firm’s functional areas and external collaboration with supply chain partners will
grow in importance, and ambidexterity will be achieved by combining different modes of
adaptation with the help of suppliers and customers. For example, to share the high cost of
exploration activities, a firm can involve suppliers and customers in new product
development projects. Therefore, we encourage future research to study the critical aspects
of each mode of adaptation in these kinds of environments.

This paper contributes to the organizational theory since we extend the understanding of
ambidexterity as a dynamic capability. Although previous research has used this perspective
before, the use in this paper of a contingency approach to analyze organizational
ambidexterity considering three categories of dynamic capabilities allows us to shed
additional light on the multi-level nature of exploitation, exploration, and ambidexterity, and
on the business environment in which these organizational capabilities can be applied. Our
conceptualization of exploitation as a first-level dynamic capability and exploration as a
second-level dynamic capability gives us a better insight into their different nature and
supports why firms focus more on developing exploitation. Additionally, by understanding
ambidexterity as a regenerating dynamic capability, we highlight the importance of both
balance and synergies between exploitation and exploration, responding to the calls made by
Floyd and Lane (2000), Smith and Tushman (2005), Lubatkin et al. 2006), and O’Reilly and
Tushman (2013) for more research that conceptualizes ambidexterity from a “synergistic”
perspective, and provides managers with insights into which mode of adaptation to pursue
when faced with different business environments. In our view, ambidexterity is a dynamic
capability whose suitability depends on matching the perception managers have of their
business environment with the real business environment to achieve balance, learning,
integration, and reconfiguration between exploitation and exploration capabilities. Our main
limitation is the lack of empirical evidence supporting our approach, so we encourage future
research to develop empirical studies that consider ambidexterity as a regenerative dynamic
capability and investigate whether some modes of adaptation are more suitable than others,
depending on environmental turbulence. Additionally, a better understanding of how a firm’s
internal routines and practices transform exploration activities to exploitation activities, and
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vice-versa, is required. We are convinced that the development of qualitative research is
critical to clarify this organizational phenomenon. We hope this paper moves us closer to
more accurate definitions of exploitation, exploration and ambidexterity as dynamic
capabilities.
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