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Abstract:

Based on an ambidexterity approach and using data from 384 Spanish bank branch managers, the
results of this study confirm that market orientation facilitates the development of dynamic
exploratory capabilities in bank branches and these, in turn, influence their capacity to exploit
knowledge through marketing capabilities, leading to higher performance. The findings provide
researchers and managers with practical insights into the joint application of certain key approaches
and theories (market orientation, ambidexterity, resources and capabilities based view and dynamic
capabilities theory) in order to guarantee the sustainable performance of service firms in general, and

banks in particular, especially in a context of crisis.
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AMBIDEXTERITY AS AKEY FACTOR IN LEAVING THE CRISIS BEHIND
The world crisis that began in 2008, with a particular impact on the financial sector in the most
developed countries, has undoubtedly affected consumer attitudes and behaviours (Hansen 2014;
Johnson and Peterson 2014; Kaytaz and Gul 2014; Monferrer et al. 2016). The most obvious
consequence has been the loss of trust in financial institutions, as pointed out by the Marketing
Science Institute (MSI 2011). One country that has suffered particularly from this crisis is Spain (Ruiz
et al. 2014; Marti and Pérez 2015), whose banking system received a financial bailout of a hundred
billion euros from the European Union in June 2012. These events offered researchers an exceptional
opportunity to study the impact of the crisis through a microeconomic approach, especially to analyse
customer behaviour during this time. In fact, one of the seven research priorities for 20122014
identified by the Marketing Science Institute (MSI) was to study the effects of the crisis on trust in
financial institutions (Deighton et al. 2012). As a result, several studies have recently demonstrated the
negative effect of the crisis on bank credibility, and the erosion of customers’ trust in their banks
(Hansen 2014; Johnson and Peterson 2014; Kaytaz and Gul 2014; Gijsenberg et al. 2015; Marti and
Pérez 2015; Monferrer et al. 2016).
In this context of far-reaching changes in the conditions affecting the financial business environment,
and having come through the worst moments of the crisis, it is surprising that most of the literature has
focused on the negative effects of the crisis (Hansen 2014; Johnson and Peterson 2014; Kaytaz and
Gul 2014; Gijsenberg et al. 2015; Marti and Pérez 2015). However, there is a clear lack of research
taking a positive approach by proposing courses of action for banks. Such proposals will help banks to
identify crucial factors on which to reorientate their efforts to turn an unfavourable situation around
and focus on recovering competitiveness and improving performance (Lettice et al. 2014; Makkonen
et al. 2014; Monferrer et al. 2016).
On this question, a general review of the marketing literature reveals certain theoretical approaches
that are largely used in isolation to explain firms’> competitiveness and performance. On the one hand,
there are theoretical approaches associated with efficiency-based models (Teece et al. 1997; Newbert
2007; Wu 2010), such as the resources and capabilities based view from a marketing perspective
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(Lidija and Robert 2014; Jiang et al. 2015; Schweizer et al. 2015), both of which are based on different
types of resources and capabilities, substantive and dynamic, that firms generate. On the other hand
are approaches on the strategic orientations firms adopt in their conceptions of their customer services,
the main one being the market orientation from the marketing discipline (Shoham et al. 2005;
Grinstein 2008; Kwon 2010; Zhang and Duan 2010; Liu et al. 2017; Al Mamun et al. 2018).

However, although previous research has demonstrated the effects on performance of constructs
linked to these theoretical perspectives, to our knowledge no studies have yet considered these
perspectives jointly, nor therefore, how these variables might interrelate, in a reasoned theoretical
framework, to directly or indirectly contribute to improving performance (Monferrer et al. 2015).
Against this background, the present study draws on ambidexterity theory, based on firms’
simultaneous development of a dual exploration/exploitation function (Fiset and Dostaler 2013;
Eltantawy 2016), as an integrating theoretical perspective with which to jointly analyse the specific
effects of the following variables: market orientation, marketing capabilities and dynamic capabilities.
The study views the firm through a micro-level lens where, instead of senior managers, the focus is on
branch managers, who have a close perception of and make a direct contribution to the way the
relationship with customers is nurtured (Davidsson 2004; Schlosser and McNaughton 2007). This
approach has been used in previous research such as Moliner et al. (2018).

The present study makes some significant theoretical and practical contributions. It aims to respond to
recent calls in the literature for new research to enhance understanding of the main gaps associated
with ambidexterity theory, which largely concern the lack of a holistic view of the most relevant
theoretical approaches of business competitiveness, in an innovative analytical context that to date has
not been explored in the literature. Drawing on this idea, we identify the interrelated facts among these
key factors (market orientation, marketing capabilities and dynamic capabilities), which may be
crucial to the recovery of a sector that the data suggest is experiencing considerable difficulties in
maintaining its commercial dynamism with the customer, and therefore its competitive sustainability.
The paper is organised as follows. The next section describes the theoretical context underlying the
hypotheses for the model of the influence bank branch market orientation has on ambidexterity
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then presented, together with an analysis of the results. The paper ends with the main conclusions,
limitations and future lines of research.

AN APPROACH TO AMBIDEXTERITY THEORY
Fiset and Dostaler (2013) identify Duncan (1976) as the first author to coin the term ambidexterity in
the organisational field. This author uses the term to describe the introduction of organisational
structures to balance the conflicting objectives of remaining aligned, that is, maintaining coherence
across current activity patterns, and adaptable, that is, allowing activities to be quickly reconfigured to
meet changing environmental demands. Later, in one of the most influential papers in this research
stream March (1991) defines the ambidextrous organisation as one that is capable of using knowledge
to manage its present activity efficiently (exploitation capacity), while simultaneously developing the
necessary flexibility to generate knowledge designed to take advantage of new opportunities arising in
the environment (exploration capability). Hence, if an organisation focuses on only one of these
activities at the expense of the other, it will inevitably suffer problems and tensions that will prevent it
from carrying out its activity sustainably (Judge and Blocker 2008; Kouropalatis et al. 2012;
Eltantawy 2016).
For this reason, although exploration and exploitation have traditionally been considered as types of
organisational learning based on different configurations of knowledge flows, each one with different
associated costs and benefits (March 1991, 2006), organisational learning research has emphasised the
need to reconcile the implicit tension underlying these two processes of knowledge management in the
organisation (March 1991, 2006; Tushman and O’Reilly 1996; Benner and Tushman 2003;
Kouropalatis et al. 2012; Eltantawy 2016). Within this idea, ambidexterity starts from the premise that
organisations capable of reconciling the exploration/exploitation paradox — or put another way,
capable of exploiting their knowledge and, at the same time, exploring new domains — will be able to
generate organisational results sustainably (Judge and Blocker 2008; Kouropalatis et al. 2012). In
consequence, recent studies advocating the reconciliation of exploration and exploitation are manifold
(Ho et al. 2011; Kouropalatis et al. 2012; Lee and Huang 2012; Fiset and Dostaler 2013; Carter 2015;
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Following this logic, organisations should attempt to develop mechanisms and behaviours that enable
them to be ambidextrous as an essential part of their strategy to achieve sustainable performance over
time. There is an implicit question in this assumption, however: how does an organisation become
ambidextrous? Recent interest in answering this question is helping to refine and extend the concept of
ambidexterity (Judge and Blocker 2008; Raisch et al. 2009; Ho et al. 2011; Eltantawy 2016) and
suggests different ways for an organisation to arrive at this approach.

First, pioneering authors such as Duncan (1976), and later Tushman and O’Reilly (1996), have argued
that to be ambidextrous, organisations need to create dual structures based on spatial differentiation
and separation between units focusing on exploration (to stimulate innovation with an eye to the
future), and units focusing on exploitation (to efficiently bring these innovations to the market). This
organisational division has been termed structural ambidexterity (Duncan 1976; Tushman and
O’Reilly 1996; Benner and Tushman 2003; Fiset and Dostaler 2013).

However, there is debate in the literature on the complexities involved in having groups or units that
pursue diverging objectives in the same company (Fiset and Dostaler 2013). Following this line of
debate, a second research stream argues that firms can resolve this difficulty by combining diverging
characteristics in the same contextually ambidextrous unit (Jansen et al. 2005; Fiset and Dostaler
2013). Gibson and Birkinshaw (2004) hold that contextual ambidexterity allows individuals in
different company units to resolve conflicting demands in idiosyncratic ways. Unlike its structural
equivalent, contextual ambidexterity is not based on separate units to manage opposing objectives. On
the contrary, the objectives of alignment and adaptability can be managed simultaneously by each
employee if favourable frameworks are developed, based on strong social relationships between work
colleagues (Gibson and Birkinshaw 2004; Jansen et al. 2006). To summarise, this contextual
ambidexterity research stream proposes and examines the application of specific structural and social
tactics that guarantee efficient management of the tensions inherent in exploration and exploitation
(Kouropalatis et al. 2012; Fiset and Dostaler 2013; Carter 2015) and recognises the need for managers
and employees with ambidextrous profiles, that is, sufficient initiative to explore new opportunities for
the future, as well as the capacity to contribute in exploiting current commitments (Jansen et al. 2009;
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However, although this debate is largely resolved, a new one has arisen. Despite some contributions
from a general perspective (Jansen et al. 2005; Judge and Blocker 2008; Li et al. 2008; Chang et al.
2011; Lee and Huang 2012; Torres et al. 2015), authors such as Judge and Blocker (2008), Raisch et
al. (2009) or Chang et al. (2011) note that it is still a challenge for most organisations to reach the
point of adopting and implementing an ambidextrous approach, and therefore deserves deeper
conceptual and empirical analysis in the specialised literature (Monferrer et al. 2015).

In sum, the challenges that guide this study on ambidexterity theory are related to (1) determining the
antecedent strategic contexts on which to develop the dual exploration/exploitation function, and (2)
identifying the specific capabilities that enable this dual function to be met with a view to improving

firms’ performance, as shown in Figure 1.

In addition, the foundations and assumptions underlying ambidexterity theory have been analysed and
applied almost exclusively in technology-intensive and innovation-intensive firms (Ho et al. 2011,
Kouropalatis et al. 2012; Lee and Huang 2012; Fiset and Dostaler 2013; Torres et al. 2015; Zacher and
Rosing 2015; Lee and Rha 2016). This research has examined the coexistence of exploitation and
exploration in terms of R&D units (McCarthy and Gordon 2011) and certain key factors such as
technological innovation (Raisch et al. 2009) or new product development (Atuahene-Gima and
Murray 2007). In this vein, we argue that the principles of ambidexterity should not be exclusively
applied in firms whose activity requires permanent technological renovation, innovation and creation.
Indeed, the financial crisis in the world’s markets, and its attendant need for profound adaptation,
renovation and restructuring of the traditional mechanisms in a large number of sectors, offer a clear
opportunity to extend the study of ambidexterity into other hitherto unexplored and less radical

contexts. Service sectors in general, and the banking sector in particular, are fitting examples.



HYPOTHESES DEVELOPMENT
Market Orientation as an Antecedent Contextual Unit for Applying the Ambidextrous
Approach
Market orientation is now firmly established as a central construct in the marketing literature
(Theodosiou et al. 2012). Traditionally, the vast majority of studies have explored market orientation
from either a behavioural or a cultural perspective. The behavioural perspective highlights specific
activities related to the generation and dissemination of and responsiveness to market intelligence
(Kohli and Jaworski 1990). In turn, the cultural perspective focuses on the organisational norms and
values that encourage behaviours consistent with intense attention to customers, competitors and the
environment (Narver and Slater 1990). However, many authors advocate an eclectic consideration of
the two perspectives, which they consider to be perfectly complementary (Kolar 2006; Zhou et al.
2008).
This combined viewpoint understands market orientation as a strategic orientation for managing
market knowledge grounded on the organisation’s firm commitment to develop a set of processes,
beliefs and values that reflect the fundamental principle of marketing (Kohli and Jaworski 1990;
Narver and Slater 1990). This principle is that all decisions taken in the firm begin with the customer
and are based on a deep and shared understanding of their needs and behaviours, with the aim of
outperforming their competitors (Kolar 2006; Theodosiou et al. 2012; Fang et al. 2014). To achieve
this, a market orientation must lead the organisation to identify and construct differentiating capacities
in order to satisfy customers and give them superior value (Theodosiou et al. 2012).
Based on this conceptualisation, various studies find that market-oriented mechanisms can be key
factors in firms’ capabilities to implement routine actions concerning their present market and, at the
same time, develop new actions aimed at both present and emerging markets (Atuahene-Gima 2005;
Li et al. 2008). In fact, seminal authors on the market orientation construct (Kohli and Jaworski 1990;
Narver and Slater 1990) updated their original static models to include these two aspects. Kohli and
Jaworski’s (1990) original model was extended by Jaworski et al. (2000), who suggested that there are
two complementary approaches in the notion of market orientation: the “market-driven” approach and
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providing responses within a given market structure; in contrast, “market-driving” refers to changing
the rules of the competitive game, being able to alter them through the search for and implementation
of new products, business models or value generating elements (Li et al. 2008; Monferrer 2011).

In the same line, Narver et al. (2004) state that a market orientation should consider two intrinsic
approaches in its dimensions: a reactive approach (associated with the “market driven” idea) with an
emphasis on real markets; and a proactive approach (associated with the “market driving” idea)
focusing on latent markets. The reactive aspect of market orientation is related to the generation,
diffusion and response capacity of market information in relation to current products and markets, and
addresses customers’ express needs (Atuahene-Gima 2005; Li et al. 2008). The proactive side of
market orientation highlights the discovery of latent and/or emerging customer needs through market
exploration and analysis to find new opportunities, hence recognising the value of renewing products
or services.

However, despite this updating of the seminal models, the literature continues to take a single
perspective to analyse the antecedent role of market orientation in the internal development and
generation of capabilities (Li et al. 2008). Moreover, as with research based on the premises of
ambidexterity theory, these studies have largely focused on technology-intensive manufacturing
sectors, which has recently led to a call for further research in clearly differentiated sectors,
particularly service sectors (Lettice et al. 2014; Kazakov 2016; Hinson et al. 2017; Salehzadeh et al.
2017; Zebal 2018).

The research context for the present study — the financial sector analysed at the micro-level of the
branch —is immersed in a landscape of profound competitive upheaval, the effects of which have been
amplified by the recent financial crisis. This context therefore offers an ideal framework in which to
respond to the abovementioned recent calls. On this basis, our study considers that the dual
reactive/proactive aspect of market orientation is conceptually associated with the dual
exploitative/exploratory side undergirding the pillars of ambidexterity (O’Reilly and Tushman 2004;
Li et al. 2008).

First, the bank’s institutionalised market orientation means that all its employees share a common

customer-centred view (Fang et al. 2014). In line with the basic assumptions of uncertainty reduction



theory (Berger 1979), this shared strategic orientation means that managers and employees are guided
by a common pattern of behaviour and will come to an agreed understanding of the norms,
mechanisms and processes proposed by the bank. Because this process reduces the uncertainty
associated with implementing these proposals, they will be able to concentrate on exploiting the firm’s
present value, associated with knowledge about existing market segments and products (Li et al.
2008).

Exploitation capabilities faithfully represent this reactive function of the branch. Specifically, these
capabilities should help to satisfy the needs of present customers by improving established actions,
expanding existing products and services, and raising efficiency of the present distribution channels
(Jansen et al., 2006). These capabilities include operative skills linked to the execution,
implementation and exploitation of resources (Li et al. 2008).

Second, adopting a strategic orientation based on managing market knowledge allows the bank branch
to create the mechanisms it needs to develop an open mindset with which to break down barriers and
inflexibilities by removing obsolete perspectives, systems and procedures, and incorporating new
formulas for doing business with its customers (Atuahene-Gima 2005).

In this case exploration capabilities serve this function. Specifically, exploration capabilities involve
generating new knowledge or removing some existing knowledge as a result of the search for new
organisational routines, and discovering fresh approaches to technology, business, processes and
products (McGrath 2001; Jansen et al. 2006). In other words, they involve skills related to searching,
adaptation, flexibility, assuming risks and innovation (Li et al. 2008).

Market Orientation in the Branch as the Generator of Ambidextrous Marketing and Dynamic
Capabilities

Having recognised the antecedent influence of market orientation on the adaptation of exploration and
exploitation capabilities, we must now consider the question of what specific capabilities will enable
this dual function to be carried out in bank branches. To answer, we draw on two of the most
representative strategic explanatory models of company competitiveness in the literature: efficiency-
based models (Teece et al. 1997; Newbert 2007; Wu 2010) from the resources and capabilities based

view, and the theory of dynamic capabilities. These two complementary models advocate
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differentiating between two types of capability: substantive capabilities and dynamic capabilities.
Zahra et al. (2006) draw on the evolutionary theory of the firm to explain the difference between these
two capabilities (Nelson and Winter 1982), taking three elements into account: (1) the set of skills the
firm uses to solve a problem or achieve a specific aim (substantive capability); (2) the presence of a
dynamic environment that radically changes the problems to be tackled and the objectives pursued (the
present financial crisis is a clear example); and (3) the dynamic skill to change or reconfigure existing
substantive capabilities (dynamic capability).

Hence, substantive operational capabilities help to maintain an aptitude of functionality and of
providing customers a service in the branch by ensuring its day-to-day efficiency, and represent the
exploitative nature of the capability. Given that the relevance of substantive capabilities lies in
integrating resources and capabilities in line with the firm’s strategic management (Wang and Ahmen
2007), we identify marketing capabilities as core functional capabilities in organisations committed to
adopting a strategic market orientation (Tsai and Shih 2004). Undoubtedly, through certain
product/service, pricing, channel management and communication actions, marketing capabilities
enable the direct operationalisation of the strategic approach linked to market knowledge management
and satisfying customer needs on which the market orientation is grounded (Vorhies and Morgan
2005).

In turn, strategic dynamic capabilities help the firm to maintain its aptitude to evolve through
capabilities of adaptation, absorption and innovation, allowing it to create, extend and modify,
transform and reconfigure its substantive capabilities, and thereby encouraging an attitude of
sustainable competition (Eisenhardt and Martin 2000; Teece 2007; Wang and Ahmed 2007; Hou
2008; Lidija and Robert 2014; Jiang et al. 2015; Schweizer et al. 2015). By definition, therefore,
dynamic capabilities cover the exploratory nature of the capability.

In sum, drawing on contingency theory (Hofer 1975; Venkatraman 1989), the strategic behaviours
designed to improve bank branch performance are based on the fit between the situations in the
internal and external environments (Makkonen et al. 2014). Put another way, the effectiveness of a
market orientation in improving bank branch performance will depend on the optimal conditions being

in place to implement this orientation. In the current external situation of instability generated by the
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crisis and its negative repercussions on customer confidence, banks must develop internal mechanisms
that allow them to exploit their substantive capabilities to the full, and at the same time renew and
adapt to face the new prevailing conditions in the present business context. That is, branches must be
able to channel strategic knowledge generated from adopting a market orientation (grounded on the
dual proactive/reactive premise) to develop the key capabilities that will allow them this dual
ambidextrous function of exploration/exploitation: dynamic and marketing capabilities, respectively.
These arguments lead us to propose the following hypotheses:

H1. Market orientation relates directly (and positively) to exploitative marketing capabilities at

bank branch level.
H2. Market orientation relates directly (and positively) to explorative dynamic capabilities at bank
branch level.

Ambidextrous Capabilities and their Influence on Branch Performance
Capabilities represent a set of knowledge, experiences and skills needed to develop a task or activity,
and involve complex patterns of coordination and cooperation among individuals and resources (Grant
1996). This concept highlights the determinant role of a firm’s capabilities in its performance (Penrose
1959; Rumelt 1984; Teece 1984; Wernerfelt 1984). In fact, it is generally accepted that firms may
perform differently because they use substantive capabilities in different ways (Hult and Ketchen
2001; Hooley et al. 2005; Ha-Brookshire and Dyer 2009).
However, not all organisational capabilities will be sources of superior performance for the firm (Day
1994). Depending on how valuable, rare, and difficult to imitate or substitute these capabilities are —
criteria that determine their substantive nature — the firm will be able to achieve better performance
through actions by creating superior value that is difficult for their competitors to counter (Wernerfelt
1984; Grant 1996; Teece et al. 1997; Ray et al. 2004; Newbert 2007; Wu 2010; Monferrer 2011).
On this question, over the last two decades numerous studies have identified marketing capabilities as
a source for increasing competitiveness and performance (Guenzi and Troilo 2006; Krasnikov and
Jayachandran 2008; Morgan et al. 2009; Vorhies et al. 2009; Nath et al. 2010; Murray et al. 2011;
Theodosiou et al. 2012; Fang et al. 2014; Kamboj and Rahman 2015). Marketing capabilities have

been defined as “the integrative processes designed to apply collective knowledge, skills and resources
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of the firm to market-related needs of the business, enabling the business to add value to its goods and
services, adapt to market conditions, take advantage of market opportunities and meet competitive
threats” (Vorhies 1998: 4). By leveraging the resources and capabilities based view of the firm,
marketing researchers have demonstrated that marketing capabilities can help create a competitive
advantage because they may be rare, difficult to achieve, difficult to duplicate and their value can be
appropriated by the firm, or in this case the bank branch (Vorhies et al. 1999; Hooley et al. 2005).
Marketing capabilities are valuable because they enable firms to determine not only their customers’
needs, but those of all the other agents in the channel as well; and also because they allow firms to
respond to competitors’ actions well in advance in order to grasp opportunities and overcome threats
(Vorhies and Morgan 2005; Chahal and Kaur 2014; Fang et al. 2014). Similarly, marketing
capabilities are rare and inimitable as they are developed by the branch itself through the knowledge
and skills of its employees and cannot be copied. Further, employees’ skills are also consistently
enhanced through learning and experience, that is, by repeatedly applying their knowledge to solve the
branch’s marketing problem (Tsai and Shih 2004). Manan and Jan (2010) also noted that marketing
capabilities are irreplaceable. Since marketing capabilities are a combination of varied resources, it
becomes difficult for a branch to replace them with other resources that could provide the same result
(Vorhies and Morgan 2005).

Specifically, from an operational approach, marketing capabilities comprise pricing, marketing
products/services, efficient channel management, promotional capabilities and customer service
delivery (Vorhies and Morgan 2005; Morgan et al. 2009). Pricing capabilities refer to the branch’s
ability to effectively manage its pricing offers to the market in response to the movements and tactics
implemented by competitors in this field. Products/services marketing concerns the branch’s ability to
successfully incorporate and market novel products/services offered to meet rapidly changing
environmental conditions and customer preferences (Song et al. 2005). Efficient channel management
involves simplifying potential problems associated with the logistic integration between branches and
the bank, and designing and capitalising on the most appropriate service distribution channels. Finally,
promotional capability is related to managing customer expectation and perceived image and value

(Vorhies and Morgan 2005).
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In sum, by developing marketing capabilities in the branches themselves, the actions they implement
are grounded on a perfect fit between the external conditions associated with the market opportunities
detected, and the internal availability of key resources and capabilities to take advantage of them
(Makkonen et al. 2014). Based on this premise, products/services can be effectively delivered to the
final customers, who perceive them as unique elements of value, thus favouring superior
organisational performance (Hult and Ketchen 2001; Guenzi and Troilo 2006; Krasnikov and
Jayachandran 2008; Morgan et al. 2009; Vorhies et al. 2009; Nath et al. 2010; Murray et al. 2011;
Theodosiou et al. 2012; Chahal and Kaur 2014; Fang et al. 2014; Kamboj and Rahman 2015). This
idea leads to the third research hypothesis:

H3. Exploitative marketing capabilities relate directly (and positively) to bank branch short-term

performance.

As noted above, not all the bank branch’s organisational capabilities will generate superior
performance (Day 1994). Indeed, highly unpredictable, changing and dynamic crisis contexts such as
the present one, with continual changes in technology, consumer tastes and market characteristics, can
erode the value of the substantive capabilities underlying competitiveness in branches, making them
obsolete, irrelevant or ineffective in the short term (Judge and Blocker 2008; Liao et al. 2011; Zhou
and Li 2010; Carter 2015). As a result, today, the implications for performance of any organisational
process are subject to significant causal ambiguity (Lidija and Robert 2014; Jiang et al. 2015;
Monferrer at al. 2015; Schweizer et al. 2015). Thus, by deliberately choosing to make a greater
cognitive effort to develop the marketing capabilities that allow them to exploit market intelligence,
market-oriented branches can partially overcome this ambiguity in the short term. However, as Zollo
and Winter (2002) argue, this greater cognitive effort must be accompanied by developing exploration
skills in order to adapt to and match existing substantive capabilities, or deal with profound changes in
these capabilities. The literature terms these skills dynamic capabilities, and they appear to reflect
precisely the evolutionary nature of resources and capabilities and, therefore, complete and update
some basic assumptions from the resources and capabilities based view that conceptualised firms’

competitiveness from a static and internal position (Teece et al. 1997; Eisenhardt and Martin 2000;
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Zahra and George 2002; Zollo and Winter 2002; Zahra et al. 2006; Wang and Ahmed 2007; Hou
2008; Monferrer 2011).

Hence, in a turbulent market environment like the present one, possessing and accumulating valuable
organisational capabilities such as marketing capabilities is a necessary but insufficient factor to
guarantee bank branches’ continued and sustainable performance (Wang et al. 2007; Hou 2008).
Furthermore, in order to maintain the value, rarity, inimitability and irreplaceability of these operative
capabilities over time, they must generate certain strategic and exploratory dynamic capabilities
(Eisenhardt and Martin 2000; Teece 2007; Helfat et al. 2007; Lidija and Robert 2014; Jiang et al.
2015; Schweizer et al. 2015; Lee and Rha 2016). Specifically, Wang and Ahmed (2007) and
Monferrer (2011) identified adaptive, absorptive, and innovative capabilities as three main factors of
dynamic capability. Adaptive capability is the ability to identify potential market opportunities and
react flexibly to them; absorptive capability is the ability to learn from partners, integrate external
information and transform it into firm-embedded knowledge; and, innovative capability is the ability
to develop new products and/or markets through alignment of strategic innovative orientation with
innovative processes (Tseng and Lee 2014).

The contribution these dynamic capabilities make to branch performance should be clearly
differentiated from that made by substantive marketing capabilities since the two are associated with
completely different spheres of application and time horizons. Exploitative and operational marketing
capabilities are associated with efficiency, alignment, execution and implementation, and help to
maintain the branch’s technical aptitude for serving and satisfying customers in their day-to-day
business, thus improving organisational performance in the short term. In turn, explorative and
strategic dynamic capabilities are associated with search, analysis, adaptation and flexibility, and help
to maintain the firm’s aptitude to evolve by facilitating the creation, extension and modification of its
substantive resources and capabilities (Lidija and Robert 2014; Jiang et al. 2015; Schweizer et al.
2015; Zacher and Rosing 2015; Eltantawy 2016; Lee and Rha 2016). Therefore, these dynamic
capabilities cannot have a direct effect on short-term performance in bank branches since they are
designed to achieve long-term performance (Teece 2007; Kouropalatis et al. 2012; Monferrer et al.

2015). We therefore hypothesise that:
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H4. Explorative dynamic capabilities do not relate directly to bank branch short-term
performance.

Instead, dynamic capabilities will contribute to performance indirectly through the positive effect they
have on maintaining the competitive and substantive nature of branches’ marketing capabilities. In
fact, at the end of the last century Zahra (1999) claimed that sustained investment in creating dynamic
capabilities would become one of the main sources of successful competitiveness in the twenty-first
century, since although dynamic capabilities would not be sufficient to guarantee improved
performance, they would be necessary to explain these superior results (Zhou and Li 2010). In a later
paper, and at a general level, Zahra et al. (2006) define the terms of substantive and dynamic
capabilities, theoretically considering the existence of a relationship of dependence between the two
that would extend understanding of how they contribute to performance. Specifically, when an
organisation systematically and proactively learns about changes affecting its customers, competitors
and the macro-environment, it can gather valuable knowledge about the market and design better
operational interventions for its products and services in its target markets. This leads to improved
performance because customers have higher purchase intention and are more satisfied (Fang et al.
2014). From the perspective of ambidexterity, the same direction in the relation is also supported
theoretically: exploitation involves a second phase where new knowledge acquired through
exploration is applied to improve the organisation’s activity.
This argument contributes to the specialised literature because studies analysing the effect of
organisational capabilities on firm performance have not traditionally explored the differing nature of
these capabilities and the consequent interrelationship that may exist between them (Monferrer et al.
2015), which provides the basis for our final hypothesis:

H5. Explorative dynamic capabilities relate directly (and positively) to exploitative marketing

capabilities at bank branch level.

Figure 2 shows the model to be analysed.



METHOD
Sample Selection and Data Collection
The research team signed a collaboration agreement with a major Spanish bank (one of the top six
firms based on total assets according to Moody’s international rating agency), through which we were
able to interview branch managers for this study. The universe for the study was 530 bank branches in
three Spanish regions: Valencian Community, Murcia and the Balearic Islands.
To design a questionnaire that closely matched the reality of the firm, several group activities were
carried out with senior marketing managers at the bank, including discussions on the role of physical
branches in guaranteeing banks’ overall competitiveness and attempting to identify the key factors to
be strengthened at the branch level to this end. The theoretical approach taken in the study was
therefore agreed and confirmed at first hand from the business perspective. In addition, the final
questionnaire items were pre-tested through 25 personal interviews with bank branch managers in
October 2014. Then an electronic version of the questionnaire was prepared for the field work, carried
out in December 2014 and January 2015, which yielded 384 valid responses (72.45% of the total). A
sampling error of + 2.60 percent was assumed for a confidence level of 95.5 percent.
Of the total responses obtained, the average number of employees per bank branch was between five
and six (59.2% of the branches had between 2 and 5 employees; 34.5% between 6 and 10 employees
and only 6.3% had more than 10 employees). By branch type, 108 were firmly established branches
(28.1%), 124 were in small locations (32.4%), 57 were in medium-sized locations (14.8%), 52 were in
urban locations (13.8%) and 41 were branches for foreign customers (10.7%).
Measurement Instruments
All the scales used to measure the constructs correspond to their theoretical definitions. In all cases,
we adapted scales that other authors had already tested in previous studies, tailored to the bank branch
context. The questionnaire items were all closed attitudinal questions measured on a five-point Likert
scale, where 1 represented the lowest agreement with the statement (completely disagree), and 5 the
highest (completely agree). Table 1 provides a summary of the sources of the measurement scales,

which are presented later in the paper in Table 2.
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To measure the market orientation of the branches analysed we used the multidimensional scale
proposed by Kolar (2006), designed in the banking context and consisting of four dimensions covering
the behavioural and cultural perspectives associated with the construct (Kohli and Jaworski 1990;
Narver and Slater 1990): intelligence generation (three items), intelligence dissemination (four items),
responsiveness (four items) and marketing culture (four items).

A three-dimensional instrument was used to measure the three essential dynamic capabilities identified
in the specialised literature (Eisenhardt and Martin 2000; Wang and Ahmed 2007; Hou 2008):
adaptive, absorptive and innovative capabilities. Specifically, adaptive dynamic capability was
measured on the three-item scale proposed by Gibson and Brikinshaw (2004), absorptive dynamic
capability was measured with the three-item scale proposed by Chen et al. (2009), and an adaptation of
the five-item scale proposed by Akman and Yilmaz (2008) was used to measure innovative dynamic
capability.

Marketing capabilities were measured with a version adapted from Vorhies and Morgan’s (2005)
multidimensional scale, for which four dimensions were identified based on the different capability
typologies: pricing (three items), commercialisation of products/services (three items), channel
management (four items), and communication (six items).

Finally, there is no consensus in the economic and business literatures on how to measure performance
(March and Sutton 1997; Richard et al. 2009; Silvestro 2014; Vij and Bedi 2016). Business
performance is usually evaluated by either objective or subjective measures. In the specific context of
bank branches, objective indicators may be of little use for comparative purposes due to marked
differences in factors such as competition, turnover, market structure or customer type among the
branches analysed. In contexts of analysis such as this one, most researchers use subjective measures
to evaluate business performance (Naman and Slevin 1993; Jarvis et al. 2000; Wiklund and Shepherd
2005; Wall et al. 2004; Wood 2006; Ellis 2006; Clercq et al. 2010; Kraus et al. 2012; Santos and Brito
2012; Moliner et al. 2018). Furthermore, there is evidence for positive correlations between subjective
and objective measures (Dess and Robinson 1984; Pearce et al. 1987; Venkatraman and Ramanujam
1987; Covin et al. 1994; Shoham 1998; Styles 1998; Dawes 1999; Wall et al. 2004; Vij and Bedi

2016). These arguments appear to support the use of subjective measures to evaluate bank branch
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performance. We therefore apply an adaptation of the scale proposed by Jantunen et al. (2008) to
measure performance, which has been used previously in other studies in the banking context (Moliner
et al. 2018). On the basis of this scale, bank branch managers were asked to indicate their degree of
satisfaction with the results for the following aspects of their activity: turnover, market share,
profitability and global satisfaction. The general nature of these measurements means that their
applicability should not differ, nor should they be subject to any influences from sample

characteristics or other variables in the proposed model (Jantunen et al. 2008; Moliner et al. 2018).

Validity and Scale Reliability

Confirmatory factor analysis was run using structural equation modelling to refine the scales with
version 6.1 of the EQS multivariate software package. The parameters were estimated using the
maximum likelihood approach and the model development strategy (Hair et al. 2009). Thus, based on
latent variable structures assumed for the different constructs, the initial models were refined by
suppressing the least appropriate indicators.

To this end we examined first the estimation parameters following Jéreskog and Sérbom’s (1993)
recommendations. Indicators that did not satisfy the strong convergence condition, with standardised
coefficients (A) under 0.6, were withdrawn (Steenkamp and Van Trijp 1991; Hair et al. 2009). Then
compliance with the weak convergence condition was verified (Steenkamp and Van Trijp 1991) by
analysing the significance of the factor regression coefficients between indicators and their
corresponding latent variables. This was done by revising the Student t value imposing the maximum
requirement (t > 2.58; P = 0.01). Finally, evolution of the main model fit measurements was monitored
as the indicators were removed. Through this process the indicators GEN.2 from the intelligence
generation scale, RES.3 from the responsiveness scale and PRI1.2 from the pricing capability scale
were eliminated as they did not satisfy the strong convergence condition (with standardised
coefficients (A) of 0.523, 0.500 and 0.529, respectively). Removing these indicators does not affect the

conceptual essence of each construct considered.
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Several tests were then run to verify whether the refinement process following the above tests had
negatively affected scale reliability. Internal consistency was tested with Cronbach’s alpha, and
construct composite reliability and analysis of variance extracted tests were applied (Churchill 1979;
Nunnally 1979). Convergent and discriminant validity were then analysed. Convergent validity was
verified by returning to the confirmatory factor analysis performed at the start of the process and
observing the estimated value and significance of the correlations between the dimensions in both
scales. These correlations were relatively high and significant and therefore sufficient guarantee of
convergent validity. A summary of the results after the factor, reliability and validity tests is shown in

Table 2.

Table 3 shows the discriminant validity of the constructs considered, evaluated through AVE (Fornell
and Larcker 1981). For discriminant validity, a construct must share more variance with its indicators
than with other constructs of the model. When the square root of the AVE between each pair of factors
is higher than the estimated correlation between those factors, as in our case, discriminant validity is

ratified.

Further tests were also carried out. First, we checked for signs of multicollinearity by testing the
variance inflation factor (VIF) among latent variables in our proposed overall model. Values were
below 10 (Myers 1990; Hair et al. 2009), suggesting multicollinearity was not an issue in our study.
Second, a t-test of independent means was performed on the dimensions of the variables in the
proposed model. This test was conducted using the first 45 and last 45 respondents. No significant
differences were found between these respondents at the 0.05 level, indicating an absence of non-
response bias (Armstrong and Overton 1977). Third, various ANOVA were run to confirm that sample

characteristics do not affect the model constructs. The control variables were location, branch
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typology and number of employees. Results revealed no significant differences in any of the analyses.
Finally, Harman’s (1976) test was run to check for common method variance bias, concluding that the
bias caused by the method used did not affect the validity of the results obtained when the hypotheses
were tested (Podsakoff et al. 2003; Friedrich et al. 2009).

RESULTS
Again, the hypotheses were tested using structural equations models with EQS 6.1 software; the
results are shown in Table 4. All the hypotheses were confirmed. We can therefore verify that the
market orientation bank branches adopt generates an optimal strategic context for simultaneously
fostering key capabilities in the development and implementation of an ambidextrous approach in the
branch: exploratory dynamic capabilities (H1: A = 0.674; t = 8.162) and exploitative marketing
capabilities (H2: A = 0.303; t = 4.664). In fact, a greater weight is observed for dynamic capabilities,
which is to be expected since market orientation, like strategic orientation, will tend to have a greater
influence on strategic capabilities generated by the branch, as is the case of dynamic capabilities. This
criterion, although in the opposite direction, also explains the results for the influence these two
capabilities have on branch performance. Thus, in this case the effect on performance is directly
determined by marketing capabilities, namely, the capabilities that allow specific actions to be
operationalised and implemented in the market (Ha: A = 0.472; t = 2.566). The dynamic capabilities
have no direct repercussion on branches’ short-term performance (Hs: A = 0.062; t = 0.315), but have
an indirect impact through their positive effect in maintaining the substantive nature of marketing
capabilities (Hs: A =0.717; t = 7.014).

DISCUSSION AND CONCLUSIONS
The main objective of this study was to propose and analyse a holistic model from the marketing
approach, in which by drawing on ambidexterity theory, we integrated market orientation theory and
the main efficiency-based models. With this model we empirically analysed the role of market

orientation in bank branches as a strategic orientation associated with managing market intelligence to
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simultaneously develop two types of complimentary capabilities essential to sustainable branch
performance: dynamic capabilities (related to knowledge exploration) and marketing capabilities
(related to knowledge exploitation).

Through this general objective and in this context of innovative analysis, we aimed to respond to
recent calls in the literature for new contributions from both theoretical and managerial perspectives.
Theoretical implications

Ambidexterity theory was the integrating theoretical frame for the proposed model. Our combined
analysis of certain assumptions, recently studied separately in the literature, makes some significant
contributions to the current knowledge and improves understanding of the application of ambidexterity
theory at the core of the firm. Indeed, as Judge and Blocker (2008) note, despite recent growing
interest in the study of ambidexterity in the business world, important questions remain unresolved.
Although ambidexterity is being formally and informally explored in the organisational theory,
strategic management, and marketing literatures, no cross fertilisation of ideas is taking place. There is
therefore a clear need to integrate these disparate literatures to encourage this cross fertilisation and
provide a coherent holistic picture.

According to Judge and Blocker (2008) one of the main unresolved questions in this research stream
concerns the lack of research, especially empirical studies, into the potential contextual factors that
favour ambidexterity. In the same line, recent studies continue to call for new research to identify
antecedent factors that guarantee a suitable contextual unit in which to apply the ambidextrous
approach in the firm (Fiset and Dostaler 2013; Carter 2015; Lee and Rha 2016). The results of the
present study empirically demonstrate that market orientation is an essential strategic orientation; it is
an antecedent of optimal development of an ambidextrous approach in bank branches that enables
them to improve performance through the contribution market orientation makes to generating certain
organisational capabilities. These results allow us to test the theoretical assumptions defended in
previous studies that highlight the importance of adopting mechanisms for optimal knowledge
management to facilitate the development of firms’ ambidextrous functions (Li et al. 2008; Chang et

al. 2011; Lee and Huang 2012; Torres et al. 2015).
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Our results show that developing a market orientation will facilitate the generation and dissemination
of market information and will inspire contact personnel in the branch to offer their services in the best
possible way (Lings and Greenley 2009). This shared internal orientation means that employees
proactively gather information on their customers’ present and future needs, and on the various factors
that might influence their behaviour (Fang et al. 2014). Branches with a market orientation therefore
achieve customer satisfaction more simply by aligning and maintaining the symmetry between the
internal development of their mechanisms, routines and capabilities, and the external efforts made on
behalf of customers based on the existing market conditions (Zhang and Duan 2010).

The second gap in ambidexterity research concerns the need to operationalise the functions of
exploration and exploitation, normally defined theoretically, in the form of certain specific capabilities
associated with firms’ competitive reality in their pursuit of improved performance (Fang et al. 2014;
Monferrer et al. 2015). To bridge this gap, the study draws on the most representative strategic
explanatory models of company competitiveness in the literature, namely efficiency-based models,
which include the resources and capabilities based view and the theory of dynamic capabilities (Teece
et al. 1997; Newbert 2007; Wu 2010). We proposed and empirically tested the influence on the market
orientation—organisational performance relationship of two capabilities that perfectly reflect the
essence of this dual ambidextrous function, namely, marketing capabilities and dynamic capabilities.
The third gap concerns the striking absence of empirical studies analysing the way these two aspects
of capability — exploitation and exploration — influence performance through their separate
characteristics (Judge and Blocker 2008; Ho et al. 2011; Carter 2015; Eltantawy 2016; Lee and Rha
2016). Jointly considering the assumptions defended in the two efficiency-based competitive models
allows us to overcome the limitations in the traditional literature, which by analysing them separately
adopts an incomplete conception of how each of the functions of ambidexterity contribute to bank
branch performance. Thus, on the one hand, considering exploitative substantive marketing
capabilities in isolation assumes that they are static capabilities that will always be capable of
generating positive firm performance. On the other hand considering in isolation exploratory dynamic

capabilities as a direct source of influence on firm performance (Chien and Tsai 2012; Tseng and Lee
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2014) goes completely against their definition, which is based on maintaining the firm’s capability to
continue generating positive results in the future.

Taken together, as our results confirm, in highly dynamic, competitive and changeable environments
both types of capability (substantive and dynamic, exploitative and explorative) should be taken into
account in studies aiming to analyse the influence of organisational capabilities on performance.
Specifically, on the one hand our results support evidence from previous studies that marketing
capabilities can be considered as one of the most significant approaches through which banks can
achieve performance differentiation. Marketing capabilities allow banks to understand market needs,
introduce new products, organise marketing activities and strategies that provide unique value to their
customers; they help to create and maintain relationships with them, achieve greater efficiency and
cost control and, thus, help them to outperform their competitors (Tsai and Shih 2004; Krashikov and
Jayachandran 2008; Nath et al. 2010; Chahal and Kaur 2014; Fang et al. 2014; Kamboj and Rahman
2015). On the other hand, our results confirm that strategic and exploratory dynamic capabilities allow
branches to follow a strategic approach associated with skills to adapt, update and/or renew in order to
remain abreast with the market conditions at any given moment. By fostering a continuous up-to-date
strategic context in the branch, these skills associated with dynamic capabilities will help to ensure
that the branch’s marketing capabilities will continue to contribute positively to its competitiveness in
the market (Teece 2007; Helfat et al. 2007; Jantunen et al. 2008; Lidija and Robert 2014; Jiang et al.
2015; Schweizer et al. 2015; Lee and Rha 2016).

Dynamic capabilities, therefore, cannot have a direct effect on short-term performance in bank
branches because they are designed to produce long-term results (Teece 2007; Kouropalatis et al.
2012; Monferrer et al. 2015). In contrast, they contribute to performance indirectly through their
positive effect on maintaining the competitive and substantive nature of branches’ marketing
capabilities. These results contribute to bridge a fourth gap, namely, that despite extensive debate in
the literature on the simultaneousness of these two diverging functions (exploration/exploitation), no
studies have yet analysed the possible interrelationship between them (Eltantawy 2016; Lee and Rha

2016).
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Our model verifies a set of sequential relationships based on three types of basic variables: strategic
factors that contribute to managing market knowledge, organisational capabilities, and firm
performance (Zhang and Duan 2010; Chien and Tsai 2012; Tseng and Lee 2014; Wu and Chen 2014;
Jin et al. 2015). The study therefore coincides with the views of a growing number of researchers who
are questioning whether the mere possession of market orientation can provide firms with superior
performance (Theodosiou et al. 2012; Fang et al. 2014). In fact, if the firm’s competitors are also
market oriented, not only does a market orientation fail to provide a competitive advantage, but it also
becomes a cost of doing business or a failure preventer (Kumar et al. 2011). In this vein, several
authors indicate that strategic orientations do not automatically lead to better performance, but bring
complementary organisational capabilities that reflect the specific activities firms undertake to
implement the chosen strategic direction, which in turn affects performance (Hult et al. 2005; Zhou et
al. 2005; Morgan et al. 2009; Theodosiou et al. 2012). There was therefore a need to enhance current
knowledge on the transformation of elements of organisational culture linked to strategic orientations
into relevant capabilities that deliver value to customers and strengthen performance (Theodosiou et
al. 2012; Fang et al. 2014).

Finally, the analysis was framed in a context traditionally left out of the ambidexterity literature: (1)
analysis of the theory from a marketing approach (Monferrer et al. 2015); (2) micro-level analysis, in
this case bank branches (Davidsson 2004; Schlosser and McNaughton 2007); and (3) analysis in
sectors not linked to radical and extreme dynamism (technology- and innovation-intensive
manufacturing industries). This the case of the services sector in general, and the banking sector in
particular (Judge and Blocker 2008; Raisch et al. 2009; Chang et al. 2011). On this point, the study
shows that ambidexterity theory offers ideal theoretical support for branches carrying out this dual
explanatory/exploitative function. In the present environment, banks need to be ambidextrous to
secure long-term competitiveness; in other words they need to balance the time branches spend on
efficiently performing activities that contribute to achieving their targets through effective exploitation
of existing resources and positions, and the time used to go further, showing exploratory initiative in

the proactive search for opportunities that guarantee continued improvement and adaptation (Ho et al.
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2011; Kouropalatis et al. 2012; Lee and Huang 2012; Fiset and Dostaler 2013; Carter 2015; Torres et
al. 2015; Zacher and Rosing 2015; Eltantawy 2016; Lee and Rha 2016).

Our results also make several complementary theoretical and empirical contributions to the literature
on the analysed constructs. First, the domain of study allowed us to examine the market orientation
construct in a way that is of great interest to the academic community. Many authors have identified a
lack of research focusing on the role of market orientation in the services sector (Lettice et al. 2014;
Kazakov 2016; Hinson et al. 2017; Salehzadeh et al. 2017; Zebal 2018). In addition, the role of market
orientation in a negative crisis context has attracted little research attention (Grewal and Tansuhaj
2001; Ottesen and Gronhaug 2004; Naidoo 2010; Lettice et al. 2014). Second, some authors have
recently argued that the literature has had to highlight the views of top-level company directors in
market orientation analysis (Lam et al. 2010). However, the view of lower-level managers must also
be taken into account if performance is to improve, particularly in service organisations. Lower-level
managers have direct contact with customers and are also responsible for effectively transmitting a
market orientation culture to customer contact employees, so they will implement a market-oriented
strategy and ensure customer satisfaction (Marinova et al. 2008; Cadwallader et al. 2010; Lam et al.
2010). Nonetheless, there is limited empirical evidence in the area of strategic orientations on the
relationship between lower-level managers and the development of firm capabilities (Theodosiou et al.
2012). Our study takes this lack of evidence into account by exploring the bank branch context.
Managerial Implications

Several recommendations for management can be drawn from the study’s findings, which provide
theoretical and empirical support for the concern expressed by service sector managers, particularly in
the banking sector, to identify key factors with which to successfully tackle the process of change
resulting from an increasingly dynamic environment. As noted earlier in this paper, the present study
was undertaken in close collaboration with senior marketing managers from several of Spain’s largest
banks; through this collaboration a specific problem was identified, defined, agreed and confirmed at
first hand from the business perspective.

First, despite the notable reduction of contact personnel (29,000 bank branches were closed between

2008 and 2014 in the Eurozone, with a loss of more than 200,000 jobs), marketing managers need to
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consider what effects this new business environment might have on their performance. Our study
confirms the continuing importance of physical branches as a source of firm performance. Related to
this, emotional links (based on relationships established with customers) tend to arise from personal
interaction between contact staff and customers. If these interactions are kept to a minimum, the firm-
customer bond will essentially be rational, and thus not easy to sustain.

The solution, therefore, does not lie in closing branches, which are the point of contact with the
customer; rather, banks must acknowledge the manifest need to reconsider the way their customer
service is conceived. One of the senior managers consulted commented that “for many years our sector
has closed its eyes to the need for change, which we could see coming from a long way off”. Today’s
bank customers are very different from the traditional profile. They are, among other aspects, (1)
experienced, not only as a result of their own experiences, but also those of others; (2) demanding: not
only are they familiar with their own rights and the firm’s responsibilities, but they require them to be
satisfied with each service; (3) informed: they have access to large amounts of information from a
wide range of different sources; (4) independent: they have no ties and are not afraid to question
changes in pursuit of greater practicality and better conditions of service.

The arrival of this new type of customer calls for a refocused concept of the branch and its functions
that incorporate new variables such as flexibility and adaptability from both a strategic and an
operational perspective. Indeed, customers who continue to visit the branch do so precisely because
they want personal service adapted to their more specific needs. One of the senior marketing managers
interviewed noted that “we have had to break out of the straitjacket that completely restricted the
branches’ movements, since the reality is that each branch is an individual entity with very different
characteristics”. Each branch conducts its business in a particular context, which may be radically
different to other branches (in terms of customer type, business turnover, environmental conditions,
needs for specific products and services, etc.). Branches must therefore have the flexibility they need
to apply general directives through a local lens in order to achieve their own particular objectives.

In fact, this transformation process will be seen most clearly in the short term, since the sector remains
strongly committed to promoting these notions, and is currently about to embark on what is known

within the sector as “the branch of the future”. Here, as this study has shown, there must be a
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continuing commitment to develop an ambidextrous approach at branch level based on a market
orientation that helps generate a contextual unit grounded on the efficient management of specific
market knowledge in which each unit carries out its own particular activity. This orientation must be
applied to generate a dual exploration/exploitation function through two types of key capabilities: (1)
marketing capabilities as the factor on which to operationalise marketing actions designed to generate
value and in consequence, customer outcomes; and (2) dynamic capabilities as a factor that will
guarantee sustainable marketing capabilities by ensuring branches are flexible, innovative and
adaptable.

LIMITATIONS AND FUTURE RESEARCH
This study is not without certain limitations that should be taken into account when appraising the
above conclusions. These limitations also point to possible lines for future research.
First, the unit of analysis in this study is limited to a specific service sector, the Spanish bank sector, in
a context of considerable turbulence. New studies could usefully make comparisons with other service
sectors and might also test the relationships posited in other international and less turbulent contexts,
which would favour the generalisation of our results.
Second, this study is based on branch managers’ data. By implication, our study drew on responses
from a single interviewee from each branch in the sample. This raises the question of whether one
person can respond appropriately on behalf of all the branch staff (Hogarth and Mkridakis 1981,
Barnes 1984). In the case of organisational units with a large number of employees and departments,
studies such as Schlosser and McNaughton (2007) find that in the same unit, depending on their
position or rank, employees may show attitudes that can differ to a greater or lesser extent from their
managers’ perceptions. However, the organisational units in our study had an average of between five
and six employees. In such a context the literature considers the branch manager to be the most
capable person to speak sincerely on behalf of the unit (Weerawardena 2003; Davidsson 2004), since
he or she has the most comprehensive knowledge of its characteristics, strategies and results
(Hambrick 1981), is familiar with all aspects related to its operations, influences strategy management,

and plays a fundamental role in taking important decisions (Miller and Toulouse 1986).
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Third, the use of transversal data, as is the case here, may be seen as a limitation when drawing causal
inferences. This is particularly important to understand the differences in the results that the influence
of explorative (long-term influence) and exploitative (short-term influence) have on actual branch
performance.

Considering the second and third of these limitations together, future studies could explore the effects
on the performance variable posited in our research using longitudinal data, which could complement
the short-term performance view with a long-term outlook, particularly in terms of furthering
understanding of the effects of dynamic capabilities on performance. Similarly, there is a need for new
qualitative studies at different levels that take into account the responses of agents from different
levels of the bank hierarchy. A quantitative approach could be taken using SEM models to apply data
in dyads to analyse the causal relationships between factors associated with agents at different levels
in the hierarchy according to levels of responsibility (top managers, branch manager, branch
employees). Such studies may be able to determine similarities at different hierarchical levels in
perceptions of the strategic and operational factors associated with ambidexterity that are actually
implemented at the branch level.

Finally, our model represents a specific contribution on the basis of which new effects can be
proposed by considering new factors. Future research may also consider the influence of other
antecedents, other types of capabilities and other result variables. In this vein, and linked to the
proposal for research using dyads, the relationships proposed here could be complemented with
analysis of firm-customer dyads (Moliner et al. 2018). This approach could usefully examine how the
practices analysed in this study from the branch manager’s perspective would affect relational conduct
and behaviours of branch customers through constructs such as customer engagement, advocacy,
satisfaction, trust or loyalty. Such an approach would offer a broader view of the performance
construct determined by the dual firm-customer viewpoint, and also take into account both

transactional and non-transactional results.
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Table 1: Scales used

Variables References Dimensions Items Scale
Market orientation Kolar (2006) 4 15 (3;4;4;4)  5-—point Likert
Gibson and Brikinshaw (2004);
Dynamic capabilities Chen et al (2009); Akman and 3 11 (3;3;5)  5-point Likert
Yilmaz (2008)
Marketing capabilities Vorhies and Morgan (2005) 4 16 (3;3;4;6)  5-point Likert
Performance Jantunen et al. 2008 1 4 5-point Likert




Table 2: Summary of the results after factor, reliability and validity analysis

Factor

Items . t-value
loading
MARKET ORIENTATION (CR=0.96; AVE=0.86)
Intelligence generation (0=0.740; CR=0.72; AVE=0.56) 0.967 11.821*
GENZ1: We regularly analyse the factors that influence customer satisfaction. 0.741 Fixed
GEN2: We regularly analyse the improvement in our employees’ satisfaction and compare it Deleted
with their performance.
GENS3: Itis just as important for us to achieve marketing objectives (customer satisfaction and 0.755 9.850*
loyalty, service quality) as it is to meet our financial targets. ) '
Intelligence dissemination (0=0.829; CR=0.79; AVE=0.50) 0.950  14.402*
DIS1: Our firm’s mission is reflected and implemented in our plans and interventions addressing 0.733 Fixed
customer satisfaction. :
DIS2: Customer satisfaction and quality improvement are regularly dealt with in our meetings. 0.697 11.629*
DIS3: Our targets include specific customer satisfaction and quality improvement objectives. 0.715 12.312*
DIS4: We inform about possible future changes in an integrated, logical and objective way,
including any possible disadvantages associated with the change, and by exploring our 0.652 10.998*
employees’ opinions.
Responsiveness (0=0.762; CR=0.75; AVE=0.50) 0.930 12.312*
RES1: We demonstrate our interest in building a closer relationship with customers through a 0.751 Fixed
range of actions (such as responding personally to their questions). '
RES2: We have a structured system for the continued improvement of customer satisfaction and 0.640 10.422%
service quality (surveys, customer complaint and relations management, etc.). ' '
RES3: We are ready to face new challenges and learn new skills. Deleted
RES4: We analyse our main functions to optimise them and minimise their failure rate. 0.716 11.003*
Marketing culture (0=0.837; CR=0.81; AVE=0.52) 0.866 12.517*
CULL: We reward our branch personnel for their contributions to customer satisfaction and for 0.714 Fixed
improving service quality. '
CUL2: We have sufficient authority and information to take decisions flexibly. 0.728 11.822*
CUL3: We have the capability to implement innovations without the need for numerous rounds 0.677 10.012%
of approval at different levels in the hierarchy. ' :
CULA4: The flexible interpretation of the work procedures, norms and policies are not regarded 0.752 9.774*
as a problem in our branch. ' '
DYNAMIC CAPABILITIES (CR=0.89; AVE=0.73)
Adaptation capabilities (0=0.808; CR=0.83; AVE=0.62) 0.825 12.548*
ADAL: Our employees are capable of adapting to each situation and using different alternatives 0.740 Fixed
when doing their work. '
ADAZ2: I_n_our branch we are sufficiently flexible to respond quickly to market changes and 0.814 11.554*
opportunities. ' :
ADAZ3: We are capable of rapidly adopting changes in strategy in accordance with our business -
priorities. 0.802 11.449
Absorption capability (¢=0.873; CR=0.87, AVE=0.70) 0.834 14.007*
ABSL1: In this branch we are capable of commercially applying the information we gather from 0.762 Fixed
our environment/market. :
ABS2: We are capable of understanding, analysing and interpreting the information from our 0862 17 388*
environment/market. ' :
ABS3: We are capable of combining and assimilating this new external information with our 0.880 17.803*
existing internal knowledge. ' '
Innovation capability (¢=0.874; CR=0.87, AVE=0.58) 0.903 14.062*
INN1: In our branch we are receptive to creativity and innovation. 0.708 Fixed
INN2: We are capable of using different sources of information to contribute innovative and 0811 15.005*
effective solutions quickly. ' '
INN3: The employees in our branch are capable of contributing in activities such as developing 0.758 14.085*
new ideas, improving the customer attention process, improving products/services. ' :
INN4: We are capable of evaluating ideas from other agents (customers, organisations, suppliers, 0.780 14.403*
etc.) for consideration when conducting our activity. ' '
INNS5: Our branch promptly keeps abreast with changes in the environment and incorporates 0.745 13.852*
pertinent improvements and innovation. ' )
MARKETING CAPABILITIES (CR=0.89; AVE=0.68)
Pricing capability (0=0.768; CR=0.82; AVE=0.69) 0.638 10.027*
PRI1: We monitor competitors’ prices and any possible changes. 0.783 Fixed
PRI2: We set the prices of our products and services in an effective way. Deleted
PRI3: In the branch we are able to offer different conditions and prices depending on the >
variations in our market. 0.875 12.285
Commercialisation of product capability (0¢=0.773; CR=0.78; AVE=0.54) 0.823 11.934*




PRO1: New products/services are subjected to certain market trials. 0.671 Fixed
rnljrggl:ﬂl:z our branch we are skilful in successfully commercialising the new products/services we 0.749 12 231%
PRO3: Our branch helps to develop innovations that allow responses to be provided to our

s 0.783 12.512*
customers’ needs.

Channel management capability (0=0.814; CR=0.80; AVE=0.50) 0.898 12.106*
CHAL: We try to add additional value to the business conducted in our branch. 0.629 Fixed
CHAZ2: In our branch the bank provides us with a high level support service. 0.639 10.548*

CHAZ3: We take commercial advantage of the various means of distribution at our disposal

(branch, ATMs, Web, etc.). 0.785 12.259*

CHA4: We distribute our products/services through all the channels available in the sector. 0.767 12.024*
Communication capability (0=0.882; CR=0.88; AVE=0.56) 0.902 13.477*
IC;(u)rll\élﬁésln our branch we are capable of running the promotion programmes that the bank 0676 Fixed
COMZ2: We have creative skills for commercial promotion. 0.707 12.718*
COM3: We have public relations skills. 0.760 13.503*
COM4: We have the skills to promote our bank’s brand image. 0.848 14.840*
COMS5: In our branch we have the skills to manage our image and reputation in the market. 0.849 14.871*
COM6: Our employees have sales skills. 0.641 11.577*
PERFORMANCE (0=0.841; CR=0.84; AVE=0.58)

PER1: Volume of sales 0.769 16.948*
PER2: Market share 0.739 16.126*
PER3: Profitability 0.636 13.319*
PER4: Overall satisfaction 0.878 20.437*

Note: Fit of the model: ¥2=887.025, df=532, ¥2/df=1.667; RMSEA=0.042; RMR=0.026; CFI= 0.962; IF1=0.963;
NF1=0.913; NNFI=0.936. CR= composite reliability; AVE=average variance extracted.
*

p<.01



Table 3: Scale discriminant validity

1 2 3 4
1. Market orientation 0.93
2. Dynamic capabilities 0.67* 0.85
3. Marketing capabilities 0.75* 0.79* 0.82
4. Performance 0.43* 0.49* 0.52* 0.76

Below the diagonal: correlation estimated between the factors. Diagonal: square root of AVE.
*
p<.01



Table 4: Summary results of the structural model

Hypothesis Path Parameter  t-value Results

Hi Market orientation — Dynamic capabilities 0.674 8.162* Supported
H> Market orientation — Marketing capabilities 0.303 4.664* Supported
Hs Dynamic capabilities — Performance 0.062 0.315 Supported
Hs Marketing capabilities — Performance 0.472 2.566* Supported
Hs Dynamic capabilities — Marketing capabilities 0.717 7.014* Supported

Note: Fit of the model: 12=910.591, df=547, x2/df=1.664; RMSEA=0.042; RMR=0.026; CFI=0 .961; IFI=0.963;
NF1=0.911; NNFI=0.936.
* p<.01



Figure 1: General causal relationships from ambidexterity theory
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Figure 2: Model of effects
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