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Abstract: This study identifies factors that improve competitive strategies in manufacturing
companies, known as strategic ambidexterity (SA), and their impact on organizational performance
to improve production systems as a source of competitive advantage. This survey study was
conducted through employee perceptions of SA, by exploiting and exploring firm capacity and
capability. Data were collected through a survey directly to the respondents involving 200 employees

of manufacturing companies in Jakarta, Indonesia. The method used was a field survey, and the
data were analyzed using Structural Equation Modeling (SEM) with Linear Structural Relations
(LISREL 9.2). The findings are exploiting organizational capacity has significant effect on SA,
exploring organizational capability has a significant effect on SA, and SA has a significant effect
on organizational performance. The limitations of this research are it is characterized by cross-
sectional and perceptual analysis. The location of all companies involved is only in Jakarta. The
managerial implications are that optimal firm performance can be achieved by implementing SA
through exploiting organizational capacity to maximize competitiveness in existing markets by
optimizing the service quality to customer, improving processes to respond to market feedback,
and understanding market needs, and exploring capability to take opportunities in new markets
through product innovation, discovering and integrating new technologies, maintaining customers
relationships, being flexible and adaptive to the market needs.

Keywords: Dynamic capability, organizational capacity, strategic ambidexterity, superior firm
performance.

Introduction

Manufacturing industry in Indonesia currently faces a high pressure due to open competition with the regional
manufacturing firms in the recently emerging ASEAN Economic Community (AEC) [1]. The free flow of goods,
services, investment, capital, and labor from companies of the member countries in AEC agreement has a big
impact on Indonesian manufacturing firms, leading to tight and challenging market competition [2]. Hence the
Indonesian manufacturing firms must develop superior competitiveness to defend themselves and even to
expand their market.

For that purpose, to improving a firm’s competitiveness, the literature shows that the success or failure of firms
is influenced both by internal factors of the firms that are ‘controllable factors’ (such as human resources,
capital/assets, leadership style, and strategy orientation application) as well by external factors [3], which are
‘uncontrollable factors’ (such as: regulations, competitors, market conditions; and uncertainty in the environment).
On the tension between those two dimensions when firms seek to act efficiently, the leaders and managers of
the firm need to ensure empowered by their ability, capability, capacity, as well as the organizational assets, to
take advantage of opportunities for business growth from the markets [4].

Organizational capabilities refer to an organization's ability to effectively leverage resources, knowledge, skills,
and processes to achieve strategic objectives and respond to changes in its environment. These capabilities are
a combination of competencies, culture, systems, and leadership that enable an organization to consistently
perform and maintain a competitive advantage. The key elements of organizational capabilities are resources,
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skills and competencies; processes and culture; and leadership. Organizational capabilities play a crucial role in
influencing the overall performance and competitiveness of manufacturing companies. Some reviews indicate
that organizational capabilities, such as R&D capabilities, human resource capabilities, process innovation
capabilities, product innovation capabilities, and manufacturing capabilities, significantly impact firm
performance. The findings showed that there is significant and positive relationship between organizational
capabilities and firm performance [5]. In addition, active leaders in formulating and directing effective strategies
are needed in achieving success. The right decision to implement the chosen strategy in the external
environment, such as exploiting existing markets with existing products, as well as exploring new market
opportunities with the existing and new products, will depend on effectively developing the firm’s capabilities
and capacities. Thus, effective leaders can improve and empower the skills of employees in order to generate an
effective influence on firm performance [6].

Recently, many authors have mentioned that strategic ambidexterity as a relatively new concept can help to
reconcile the above challenge; namely, by combining simultaneously the activities of exploiting (making the best
use of) the existing market as well as exploring (generating new approach) on new market, or competing with
both the current products and new products; while both involve different production and marketing approaches
[7]. Furthermore, if firms are efficiently responsive to their current market and effectively prepare for new
markets, or a combination approach called strategic ambidexterity, will improve firm performance [8]. This
ambidexterity concept supports the earlier study that the combinations of exploration strategies (new markets)
and exploitation strategies (existing market) through empowering all the capacity and capability of resources
will improve the effectiveness of the organization in achieving superior firm performance [9]. In that sense, Chen
et al. have proposed that applying this approach is called effective strategic ambidexterity [8].

How does an organization generate effective strategic ambidexterity? From the core of strategic management
literature, Baia ef al. explain in their journal about resource-based view approach which states that a firm’s
bundle of valuable resources is very important for exploiting and exploring activities to achieve superior firm
performance [10]. Moreover, Stei et al. [9] confirm that by exploiting and exploring the bundle of valuable
resources will form a powerful strategic ambidexterity. From dynamic capability view (DCV), Yunita et al.
further enrich that the dynamic capabilities of the firm can foster the synergy between the firms’ strategy and
business environment volatility [11].

Then, from the manufacturing studies literature, production systems capability can be defined as the level of a
production system’s ability to carry out various types of operations for various final products [11]. The more
dynamic the capability is in the production systems, the more it can produce different products or modifications
of the existing products, which can better serve the changing customers’ demands in the market. Meanwhile,
the capacity of production systems in the strategic management perspective is referred to the ability to adjust
the magnitude of the production machines to meet different products in a quantity mix of current and new
products, rather than to adjust the different product mix to the existing (static) production capacity, which might
result in slack or unused production capacity [12].

In another dimension, a firm’s manufacturing strategy has been shifting its attention from a market-based
strategy or being dictated by the market rules; to one that gives more attention to resource-based manufacturing
strategy, focusing on building resources, capabilities and flexible capacity in order to be highly flexible in
pursuing superior competitive advantage in the changing [n that context, strategic ambidexterity is needed to
help the firm to engage in a variety of product design capability at an optimal level within the constraints of
production capacity. The question is: how does the firms’ employees perceive and be involved in the strategic
ambidexterity process? The answer to this question will explain various concepts related to effective strategic
ambidexterity in creating competitive advantage to achieve higher performance, through exploiting and
exploring organizational capabilities and manufacturing company resources capabilities.

Methods

Capacity and Capability of the Firm

In the ASEAN Economic Community era, where competition is increasingly tight, this pressures manufacturing
companies in ASEAN countries to maximize their capabilities and capacities (tangible and intangible resources)
through integrated systems and approaches in their production process and management style [1], [2]. The
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integrated manufacturing system allows greater flexibility in using capacity and capability (Princes [13]), and
rapid adjustment to customized production capacity and functionality in creating competitive advantage as
their strategy to achieve high performance and sustainability of business [14]. Furthermore, Baia et al. [10]
explained that in an uncertain environment and limited capacity the firms need to emphasize the importance
of manufacturing flexibility as a strategy approach to increase the firm performance [15].

The resource-based view (RBV) concepts explain that firms should develop organizational resources in such a
way as to be valuable (to customers), rare (not owned by rivals), inimitable (imperfect imitation by rivals) and
non-substitutable (VRIN). These factors are very effective as a driving force of competitive advantage and have
a significant impact on firms’ performance [10]. Based on this idea, Yunita et al. [11]; Wojcik [12]; Javier et al.
[16] found that the RBV concept has emerged as one of the most dominant theoretical perspectives in the field
of strategic management. The behind of RBV concept is reflecting the bundle of resources owned by the
organization to yield adaptive capabilities [10]. Some researchers such as Isaac et al. [17]; Baia et al. [10] explain
that most of the bundle of resources would serve to generate dynamic capabilities in achieving high productivity
outcomes.

The capacity of the firms refers to the internal ability to exploit, explore and empower the firm’s resources
through flexibility in fostering integration processes among management functions such as production and
marketing [5]. While Ash [18] refers to dynamic capabilities as the ability to foster the synergy between
corporate strategy and changes in the business environment through integration, adaptation, reconfiguration,
acquisition and release of resources to produce new value creation strategies. This means that to be successful
in reaching sustainable growth in business and there is no exception to the manufacturing business, the
organizational capacity and capability should be more flexible in keeping productive synergy among components,
to be ready to change and adjust with the business environment changes and market demand [18].

Conceptually, Singh et al. [5]; Sibghatullah and Raza [6]; Ash [18] found that high capabilities (action to respond
to the external environment) and effective capacity to integrate management functions would enhance
competitive advantage. The flexibility of capacity and capability in manufacturing companies is very important
because it could reduce the potential manufacturing risk of losses caused by unplanned events such as machine
failure [19]; quality issues and rework problems; and operator absenteeism [20]. In addition, manufacturing
flexibility is the capacity to respond to current or potential changes that may result from internal constraints or
pressure from an uncertain external environment [15]. In addition, Kumar et al. [15] and Hose et al. [21]
categorized manufacturing flexibility into many aspects namely: machine, material handling, operation,
process, product, routing, volume, expansion, program, production and market flexibility.

Referring to the above explanation and for the purposes of this research, organizational capacity as the ability
to exploit, explore and empower the firm’s resources through flexibility integration processes in creating the
competitive advantage, is defined as ambidexterity strategy to improve the firm’s performance in manufacturing
companies. The organization’s capacity would depend on the leadership style/concept, technology applied, operations
approach, engineering staff skills, and productivity goal.

Organizational capabilities can be observed through the skills or expertise of the employees [5]. In this Gen Z
era, young people (Gen Z) are influenced by concepts or approach that develop innovation and information
technology [22]. The path dependence of capabilities and employees’ skills can be stretched, according to Suhairi
et al. [23], to the marketing of the firm such as customer service, product branding, new product development,
customers networks and the supply-chain. In other words, organizational capabilities are effective activities
resulting from the resource integration processes, in which the role of the employees is central.

Furthermore, Singh et al. [5 explained the organizational capability in the manufacturing context is categorized
into three scales as cost leadership, quality and innovation. Cost leadership (cost reduction) will be measured
by employees’ perception regarding material cost, labor, economical design of material use, capacity utilization
rate, level of automation, sales promotion and effective implementation. Quality capabilities are experienced
through input, product engineering skills, quality control, identifying and responding to market trends, and the
quality and effectiveness of customer service. Meanwhile, innovation capability will be observed in purchasing,
product engineering, process engineering, and marketing [24][25]. In facing global competition, manufacturing
companies should be capable of managing technology and production system design with different resources,
capabilities, and procedures [15].

Based on the above explanation and for the purposes of this research, organizational capability is defined as the
ability of the company to respond to current and potential changes in dynamic environment through integrated
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processes by exploiting and exploring the productive resources and skills (managerial and technical) in creating
competitive advantage. In short, this involves pursuing an ambidexterity strategy.

Exploitation and Exploration of Capacity and Capability of the Firm

Princes [7] and Cevikarslan [26] explained that firms could simultaneously balance exploration and exploitation
over time and across domains in manufacturing firms. This means that the firms can continuously deploy their
current capability and competency by using their valuable resources to improve the performance, and this is
called the exploitation strategy. In the meantime, they can deploy dynamic capability to perform various
manufacturing operations to meet new customers or new market extension (Ash [18]), by engaging in disruptive
innovations in the existing operations system for producing new or modified products, and this is called the
exploration strategy [23]. Exploration and exploitation strategies are two integrative concepts with different
emphases on organization learning behavior.

Asif [27] explained that exploration is about searching for and opening up to gain new capabilities and
competences for new undertakings, while exploitation is about using existing capabilities and competences for
the best result. Among authors such as Moreira et al. [28] and Hill [29], they suggested that applying both types
to firms’ best advantage is referred to as firm ambidexterity. Many authors found the positive effect of the
ambidexterity strategy on firm performance, among others are Princes [7], Chen et al. [8], Stei et al. [9] Baia et
al. [10], and Kumar et al. [15].

Furthermore, Javier [16] explains that the current stream of exploitation should be focused on initiatives related
to maintaining business strength as it relates to the firm’s current market position, including incremental
improvements to existing standards such as the products or the solution portfolio e.g. the addition of new
features, improving the performance of existing functions, improve quality, and reduce cost to support efficiency,
productivity, and product quality to ensure the firm gets things right. In contrast, the new stream of exploration
focuses on new or innovative initiatives that provide benefits in the medium or long term. These efforts are
linked to the firm’s evolution to create new markets and new growth strategy options, including breakthrough
innovation, paradigm shifts, new products or solutions, and adaptation to new technologies or production
systems, and must be supported by freethinking and experimentation. In a very high degree of uncertainty, this
should ensure that the firm i1s doing the right thing [14]. Moreover, in an uncertain environment (demand,
technical and competitive uncertainty), exploitation and exploration of resources would generate new capacity
and capability [16]. Applying operational ambidexterity effectively would optimize the manufacturing flexibility
(machine, labor, material handling, and new product) and increase the firm’s performance [15]. According to
Mathias [30] exploitation and exploration are the operations level innovation searches in balance with optimal
use of existing input-output conversion processes and searching and applying novel input-output conversion
processes [29]. Furthermore Hill [29]; Mathias [30] and Barton [31] state that exploitation will be measured by
continuously improving the reliability of existing products/services and operational processes, increasing the
levels of automation in their operations, continuously surveying existing customers satisfaction and conducting
exploration. All of this is realized by the ability to learn new operational technologies, create new products/
services, and find creative ways to meet customer needs, aggressively venture into new product segments,
actively use new technology and manufacturing systems, and commit to improving product quality and lowering
production costs [13].

Strategic Ambidexterity (SA)

On the above integration of exploitation and exploration emerges with the concept of ambidexterity strategy.
Then Ash [18] and Uyanik [32] added that to achieve long-term success, companies depend on the ability to
exploit existing capabilities and simultaneously explore new competencies. Recent research describes
ambidextrous organizations that are simultaneously able to explore existing competencies and exploit new
opportunities, which effectively impacts firm performance [8]. Success or failure in applying the strategy of
ambidexterity depends on many things, such as: a) understanding of the leaders or management about the
antecedent variables of SA; b) strategic goals or orientation will be achieved; ¢) alignment of organizational
strategy and structure and people as supporting factors of SA [7]. Referring to Chen et al. [8], strategic
ambidexterity (SA) is defined as “a firm’s ability to combine exploration and exploitation strategies across
product, market, and resource domains”. For this research purpose, strategic ambidexterity is defined as the
strategy that combines between exploitation and exploration approaches of the firms’ capacity and capability in
the dynamic environment to enhance the firm performance.
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The structural antecedent of ambidexterity strategy can be explored from many perspectives. For this research
purpose, by empowering the capacity and capability of the firm, the antecedent variables of strategic
ambidexterity will be emphasized as follows: a) exploiting the existing market such as understanding customer
needs and create values [8] [29]); factors involved in organizational process and meeting the markets
requirements while taking care the relationship with customers, channels, and supplier [18]; b) exploring new
markets. This approach will emphasize on innovation, such as innovative products, discovering new
technologies and finding untapped markets [23].

In the implementation of the ambidexterity strategy, a question arises regarding the role and perception of the
employees in the manufacturing companies. The success of an ambidexterity strategy cannot be separated from
the role and involvement of the firm’s employees [20]. While Valina et al. [33] explain that their involvement
could motivate employees to act in certain way through the actions in day-to-day basis then strengthen the
behaviors and attitudes of people throughout the organization. Highly motivated employees are more likely to
learn and quickly adjust to new contingencies and trust as essential personal and interpersonal competence as
a personal level is especially needed in marketing approaches and marketing dynamic capabilities. However, in
a demanding and results driven orientation some people will perform well for limited time and certain conditions
[27].

For this research purpose, the antecedent of strategic ambidexterity will be seen from two dimensions:
exploitation of the firm’s capacity (such as leadership, technology, operations, structure, and employees) and
exploration of the organizational capability, such as innovation, developing and creating new markets, adaptability,
and anticipating future competitors [30].

Organizational Performance in Manufacturing Companies

Barton [31] and Uyanik [32] explained that organizational performance is defined as the comparison of the costs
used for producing and marketing with the value that owners expected to receive from the company (Cania
[34]). Some studies measured the firm’s performance by subjective components such as employee satisfaction,
customer satisfaction, employee commitment, perception of employees on financial outcome, and other behavior
aspects; but some studies used objective measures such as financial or accounting metrics and market share as
a reflection of organizational performance [34]. However, for manufacturing businesses, Gupta and Agarwal
[35] explain that performance can be measured as both financial performance and operational performance.
This means that the performance of manufacturing companies can be measured from a multidimensional
perspective, also the implementation of quality practices has been linked to quality output as performance [36].
Furthermore, Uwamahoro et al. [37] stated that performance in manufacturing businesses can be measured
effectively through integrating performance assessment tools like the Balanced Scorecard Framework and Key
Performance Indicators (KPIs) to optimize productivity and decision-making. However, Yurdakul and Tansel
[36] explained that the performance measurement model for manufacturing companies assesses strengths and
weaknesses in critical activities, combining performance levels with industry-specific objectives to determine
overall performance and areas for improvement. Moreover, Ejaz [4] explained that organizational performance
1n smart manufacturing is reflected by productivity, quality of products and services, efficiency (lower cost) and
customer satisfaction. In term of manufacturing productivity, performance can be measured through overall
equipment effectiveness (OEE), which is the ratio of fully productive time to planned production time, and is
reflected in availability, performance and quality.

Basically, several researchers including Ejaz [4]; Chen et al. [8], Baia et al. [10] and Mathias [30] have explained
that sustainable firm performance will be achieved if the company is able to create the competitive advantage
through enforcing exploiting and exploring the capability and capacity of their tangible and intangible resources.
Based on the above explanation and for study purposes, firm performance in the manufacturing companies is
defined as the results (outcomes) of the execution of the firm strategy ambidexterity through exploitation and
exploration of the capacities and capabilities as antecedent variables, and the performance will be measured
from operational side are productivity, waste or losses, safety, quality, services, efficiencies and internal customer
satisfaction. By applying the concept of fishbone diagram from Ishikawa through maximizing the function or
ability also the capability of machines (equipment), material, method and manpower or people, measurement
and environment (5 M + 1E), firm performance can be improved.

Research Model

The research model is shown in Figure 1.
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Figure 1. Research model

Operationalization of variables in the research model is summarized in table 1.

Table 1. Operationalization of variables

No. \(;a;)rlable Definition of Variable Instruments Reference
serve

1 Exploitation The ability to exploit, explore and mobilize =~ To be measured by 6 Princes [7] [13];
the capacity of firm resources through flexibility integration ~ variables: leadership style, ~ Chen et al. [8]; Ash
the firm in creating competitive advantage is an technology used, operations,  [18]; Cevikarslan

ambidexterity strategy to improve firm engineering staff skill, [26]; Mathias [30];
performance. productivity process. Mathian [30].

2  Exploration The ability to respond to current and future ~ Will be measure by 6 Princes [7] [13];
the capability  dynamic environmental changes, by variables are integration, Chen et al. [8]; Ash
of the firm integrating the exploitation and the adaptation, skills of [18]; Cevikarslan

exploration of resources and skills (both leadership, technology, [26]; Mathias [30].
managerial and technical) is essential for cost reduction, quality and
creating competitive advantage innovation.

3  Strategy Strategy ambidexterity is defined as the Strategy ambidexterity Chen et ol [8];

ambidexterity  combination of exploitation and exploration  will be measured by 3 Princes [13]; Hill

approaches of the firm’s capacity and variables, are: [29]; Cevikarslan

capability to enhance its performance. effectiveness, efficiency, [26]; Asif [27];

and achievement Barton [31].
4 Organizational The results (outcomes) of the execution of Firm performance is Chen et al [8];
Performance firm strategy ambidexterity through measured by productivity,  Isaac et al [17];

exploiting and exploring capacities and waste or losses, safety, Mathias [30];

capabilities as antecedent variables. quality service, efficient, Cania [34];
internal customer Salvador et al. [38].
satisfaction Ahmad & Zabri [39].

Interaction between Variables: Hypotheses
Exploitation of Capacity and Exploration of Capability and Strategy Ambidexterity

Javier et al. [16], observed that firms tend to concentrate on capacities and capabilities for either exploitation or
exploration. Kumar, et al. [15] and Salvador et al. [38] explained that exploitation-oriented firms aim to achieve
better efficiency and improve performance by focusing on, for example, production and routinization. The
exploration of new possibilities and the exploitation of established practices involves organizational learning for
such combinations [30], and this is called strategy ambidexterity. Moreover, organizational learning allows
firms to leverage their current abilities to continuously build (exploitation) and modify unique capabilities (Ash
[18]; Suhairi et al. [23]), expanding their range of strategic options to improve performance.

Referring to Singh et al. [5], Yunita et al. [11], and Barton [31], the concept of organizational ambidexterity seeks
to manage conflicting demands in a changing task environment and improve performance. In other words,
organizations must be efficient in managing current business demands, while demonstrating the flexibility
necessary to adapt to new challenges and opportunities in the environment for sustainable business growth
[11], [29], and [40].

Nooteboom [41] explained that capacity management and manufacturing planning approach in manufacturing
companies have a significant positive impact on firm performance. Manufacturing planning here means that
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the management approach is effective to set the desired level of resources to meet the potential market, including
investment in facilities, equipment, staffing, and development new product and new markets. Moreover, Wei [24]
explained that the capacity management can be grouped in three categories: strategic, tactical and operational
planning. Meanwhile, Javier et al. [16] explained that capacity and capability approach effectively support on
manufacturing flexibility, mean capacity and capability approach able to interpret and integrate various type
of flexibility throughout the manufacturing system. Additionally, Yunita et al. [11] said that capacity and
capability approach are able to cope with changes in its environment.

From a different point of view, Yunita et al. [11] found that the technological and design capabilities have
important role in strategy ambidexterity. Additionally, Driessen and Den Ende [42] mentioned that excellent
embedded technological and design capabilities can attract customers through improved product appearance,
effective functions of products, with high quality. Moreover, innovation in an uncertainty environment (could
be marketing function such as product, volume, expansion and manufacturing such as machine, material
handling, process labors) is needed to meet intense competition and demanding customers, and the management
1s required to formulate the right and effective strategy through balancing the exploitation and exploration of
their capacity and capability [26]. According to Hill [29] in a turbulence environment, firms must optimize
organizational capacity and capabilities in the processes of resources integration through exploiting (existing)
and exploring (potential markets). However, most organizations choose to concentrate on exploitation or
exploration to achieve higher performance [8], [31]. Therefore, the following hypothesis is proposed:
Hi: Exploitation of organization capacity has positive impact on strategic ambidexterity at manufacturing
companies.
Hs: Exploration of organization capability has positive impact on strategic ambidexterity at manufacturing
companies.

Strategic Ambidexterity and Organizational Performance

Chen et al. [8] explain that the strategic ambidexterity approach is an important effort to achieve a firm’s
competitive advantage. Cevikarslan [26] assumes that a balance approach between exploration and exploitation
is essential for performance, furthermore exploration and exploitation are complementary activities, because
resources released through successful exploitation can complement future exploration activities to improve
performance [31], [29]. The researcher such as Chen et al [8] and Stei et al. [9] found that there is a positive
correlation between strategic ambidexterity and firm’s performance. These findings are supported by Mattias
[30], whose research results show that strategy ambidexterity has a positive impact on firm’s performance.
Moreover, Princes [13] explained the variables of ambidexterity include informal network [43], leadership [7],
and the environmental [11]. The performance of a company is very important as a measure of company success.
The performance of a manufacturing company can be seen in how high its productivity 1s, how it minimizes of
losses or waste, its safety factors, the quality of services and products also from sales [34], [35]. Therefore, the
following hypothesis is proposed:

Hs: Strategic ambidexterity has positive impact on organizational performance at manufacturing companies.

Data Collection

In data collection, a survey method was used with questionnaires compiled from the literature, as a data
collection instrument. The respondents for this research were all staff and supervisors at a manufacturing
company who had been actively employed for 3 years or more. Respondents were not determined based on
employee percentage, gender, economic status and originality. Respondents who filled out the questionnaire
were determined using the convenience sampling method and answered directly in front of the researcher and
after being filled in, they were given back to the researcher on the same day.

Table 2. Profile of respondents

No. Criteria of Respondents Explanation
1 Experience of work More than 3 years in manufacturing company
2 Education background Min graduates of D3 and up
3 Position in the company Senior staff, managers and plant heads
4 Gender Mix Man and women
5 Area 034f work in factory All area in factory
6 Economic status No matter (ignore)
7 Originality of the employees No matter (ignore)
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The total number of questionnaires distributed was 200 copies. There were 200 copies of the questionnaire that
were completely filled in (100%) but after sorting/filtering only 177 copies (88.5%) were ready for analysis.
Respondents used a Likert scale with a range of 1-5 to rate their response to statements. Number 1 represented
strongly disagree, and number 5 represented strongly agree. This research used the SEM Lisrel 9.2 program to
analyze the data collected.

Results and Discussions
Before we analyzed by SEM, we first analyzed the data with SPSS, and the results showed that the Reliability
Construct (RC) score was 0.95 and above; and the Variance Extracted (VE) score was 0.5 and above. The validity

test results are shown in Table 3 — Table 6.

Table 3. Exploitation of the capacity of the firm

No Item Significant Note
1 Question 1 (Exploitl) 0.789 Valid
2 Question 2 (Exploit2) 0.720 Valid
3 Question 3 (Exploit3) 0.711 Valid
4 Question 4 (Exploit4) 0.779 Valid
5 Question 5 (Exploit5) 0.776 Valid

Table 4. Exploration of the capacity of the firm

No Item Significant Note
1 Question 1 (Explorl) 0.796 Valid
2 Question 2 (Explor2) 0.805 Valid
3 Question 3 (Explor3) 0.820 Valid
4 Question 4 (Explor4) 0.822 Valid
5 Question 5 (Explor5) 0.797 Valid
6 Question 6 (Explor6) 0.761 Valid
7 Question 7 (Explor7) 0.783 Valid

Table 5. Strategy ambidexterity

No Item Significant Note
1 Question 1 (SA1) 0.787 Valid
2 Question 2 (SA2) 0.839 Valid
3 Question 3 (SA3) 0.811 Valid
4 Question 4 (SA4) 0.859 Valid
5 Question 5 (SA5) 0.821 Valid

Table 6. Organizational performance

No Item Significant Note
1 Question 1 (Perform1) 0.708 Valid
2 Question 2 (Perform2) 0.698 Valid
3 Question 3 (Perform3) 0.788 Valid
4 Question 4 (Perform4) 0.792 Valid
5 Question 5 (Performb) 0.844 Valid
6 Question 6 (Perform6) 0.858 Valid
7 Question 7 (Perform7) 0.805 Valid

Based on the results, it means that the overall reliability test, validity test and Variance Extracted of the structural
variable model meet statistical requirements.

The results of the SEM program analysis on Lisrel 9.2 for the Goodness of Fit (GOF) index analysis also support
the proposed hypothesis test, meaning that all GOF index have a good of fit status. The absolute fit measure
shows a Root Mean Square Error of Approximation (RMSEA) score of 0.00035 (< 0.05), and Goodness of Fit
Index (GFI) as 0,82. This indicates a good level of model fit. The other hand, for the additional measure of
suitability, all index state score of 0.95 and above, meaning there is a good level of agreement between the model
and the data. In general, the overall model has a good level of fit. A summary of the research and hypothesis
testing is presented in Table 7.
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Table 7. Summary of analyses hypotheses results

Hypothesis Structure Path Standardized Coefficient t-value 21.96) Description Conclusion
Exploit_CC >

H: Strat_Ambi 0.36 2.79 Correlated Significant
Explore_CC > ..

Ho Strat, Ambi 0.51 3.89 Correlated Significant
Strat_Ambi 2> ..

Hs FPerform 0.84 7.06 Correlated Significant

Findings Discussion

Based on the results, the findings show that Hi, exploitation of the firm’s capacity, has a positive and significant
effect on strategy ambidexterity of the manufacturing company, with t-value is + 2.79 (> 1.96) and standard
coeficient 0.36. This means mean that Hi is accepted. The results of Hz show even stronger that firm capability
exploration has a positive and significant effect on the strategy ambidexterity, with a t-value of + 3.89 (> 1.96)
and a standardized coefficient of 0.51. This means that Hz is accepted.

Furthermore, the results of Hs show that firm’s ambidexterity strategy has a positive and significant effect on
firm performance in manufacturing companies, because the t-value is + 7.06 (> 1.96) and the standard coefficient
is 0.084. This means that Hs is accepted. These results prove the study of Chen et al [8], Princes [13], Mathias
[30], and Hsu et al. [40], which stated that strategy ambidexterity through exploitation and exploration of firm
resources can improve firm performance effectively.

In general, it can be concluded that the three hypotheses proposed (H:, H2, and Hs) have a positive and
significant influence on firm performance indirectly and on the ambidexterity strategy as an intervening
variable. It means that the company is exploiting its capacity (H1) through the best practices of the leader and
employee’s abilities; maximizing the technology adopted; integration of instruction and systems with
organization’s structure clearly; exploit the employees’ competencies. In addition, the company is also exploring
of their capacity and capability of the firm (Hz), through offering innovative product, improving product design,
expanding to new market, supported by market-oriented products, and visioner leaders. In other words, by
balancing both exploitation and exploration of capacity and capability of the company are able to create
competitive advantage through applying strategy ambidexterity. This research findings are supported by the
earlier research that have been done by Chen et al. [8], Yunita et al. [11], Princes [13], Asif [27], Hill [29], Barton
[31], and Chen [43].

Furthermore, the strategy ambidexterity has been applied well in the company. It has improved the efficiencies
and effectivity of the manufacturing operations, identified new opportunities, improved the quality of products,
also innovation by adopted the high technology machine and latest method which directly enhance the firm’s
performance. The overall strategy by applying ambidextrous management is very effective in influencing the
performance of the company. These findings also shows that high performance is reflected by high productivity,
minimum losses/waste, high safety, high quality of products, good services, and increasing sales. These
dimensions of the findings are supporting the earlier research had been done by Mathias [30]; Salvador et al.
[38]; Ahmad and Zabri [39]; Hsu et al. [40]; Driessen and den Ende [42]; Chen [43]; Kombo et al. [44]).

Conclusions

Based on the findings and the discussion above, it can be concluded that in dynamic environment, tighter
competition, and effect on open market, require the manufacturing company, especially for ASEAN countries,
to optimize and balancing their resources by exploiting and exploring their capacity and capability properly, to
create competitive advantage, with consistent strategic ambidexterity to improve the firm’s performance. In
other words, exploitation and exploration of the capacity and capability of the firms are very effective approaches
to increase the performance of manufacturing company which strategic ambidexterity as intervening variable.
Through the exploitation of the capacity and capability, management could optimize all the company’s assets,
and significantly improve the products cost efficiently. This means, this approach is very effective and efficient
in improving the process and service quality, as well as in better understanding the market needs and changes
in manufacturing firm’s business. Theoretically, this is supported by earlier research, which proved that
strategic ambidexterity through exploitation and exploration of capacity and capability of the company is
effective in improving competitive advantage of manufacturing firms.
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The theoretical contribution of this study is that the ambidexterity strategy could be linked to a dynamic based
capability-based view, through exploiting and exploring the capability and capacity of firms, to achieve superior
performance in manufacturing companies.

Strategic ambidexterity refers to an organization's ability to balance exploitation (optimizing existing resources
and capabilities) and exploration (innovating and seeking new opportunities). In the manufacturing sector, this
capability is particularly critical due to the need for continuous improvement in operational efficiency
(exploitation) while simultaneously adapting to technological advancements and market changes (exploration).

The practical contribution of strategic ambidexterity implementation in our study is very significant in
enhancing the operational efficiency and innovation capacity (such as improving processes, reducing costs and
innovating new products, adopting emerging technologies); improvements in organizational resilience and
adaptability (adapt to external changes such as technological disruptions on shifts in market demand);
enhanced innovation performance and sustaining a competitive advantage to achieve superior performance.

The limitation of this research is that the sample and respondents were taken from one company only, which
produces specific product categories in manufacturing (such as tires for passenger car, trucks, motorcycles), and
is a cross-sectional study; therefore, the results cannot be generalized to other types of products with different
types of technology sophistication (tires technology for car, bicycle and for aircraft).

Our study suggests that future research should explore other geographical areas in the city, or even other cities,
with similar manufacturing technologies. Indeed, manufacturing industry is still very important in Indonesia
as a developing country, contribute to employment generation and economic growth.
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