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Objective: Innovation performance is a critical source of competitive advantage for knowledge-
intensive firms operating in emerging markets. This study investigates how ambidextrous market 
orientation (AMO)—the simultaneous pursuit of exploratory and exploitative market strategies—
affects innovation performance, examining entrepreneurial capabilities as a mediating mechanism 
and market knowledge competence as a boundary condition.  

Methodology: Using survey data from 161 knowledge-based firms located in Gilan Science and 
Technology Park and affiliated research centers in Iran, we test a moderated mediation model 
through partial least squares structural equation modeling (PLS-SEM). 

Results: The findings reveal that AMO does not directly enhance innovation performance; rather, 
its effect is fully mediated by entrepreneurial capabilities. Moreover, this indirect relationship is 
significantly contingent upon market knowledge competence, with stronger effects observed 
among firms possessing higher levels of market knowledge. 

Conclusion: These results contribute to the literature by clarifying the micro-level mechanisms 
through which market ambidexterity translates into innovation outcomes in emerging economies. 
Practically, the study underscores the importance of cultivating entrepreneurial capabilities and 
market knowledge to effectively leverage ambidextrous market strategies for innovation. Beyond 
theoretical implications, the findings carry concrete guidance for managers of knowledge-based 
firms in emerging markets. First, firms should invest in building entrepreneurial capability as an 
organizational priority, recognizing that market intelligence alone does not translate into innovation 
unless the firm has the internal processes and agility to act on it. 
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Introduction 

In today’s volatile and rapidly evolving business landscape, innovation is no longer a luxury—it is 

a necessity. Firms must continuously reinvent their products, services, and internal processes to 

survive and thrive amid intense competition, technological disruption, and changing customer 

expectations. Organizational performance reflects the extent to which firms achieve strategic 

objectives through both tangible outcomes and intangible capacities, including knowledge 

integration and innovation capabilities (Hill & Birkinshaw, 2012; Mathias, 2014). In this context, 

Innovation performance, as a specific dimension of organizational performance, has received 

increasing scholarly attention due to its pivotal role in enabling firms to adapt and thrive in volatile 

and competitive environments (Dranev et al., 2018; Andriopoulos & Lewis, 2010; Apanasovich et 

al., 2016). Empirical evidence consistently links innovation-related activities to positive outcomes; 

for instance, both exploratory innovation (focused on new product/market domains) (Rosenkopf & 

McGrath, 2011; Zhu, et al., 2024) and exploitative innovation (aimed at improving existing 

positions) (Rosenkopf & McGrath, 2011; Zhu et al., 2024) demonstrate significant positive 

correlations with operational performance (Mathias, 2014). Such dynamism is characterized by 

high environmental turbulence, state uncertainty, and competitive intensity, driving firms to 

innovate for competitive advantage and long-term viability (Hu et al. 2023; Simsek et al., 2009). 

However, despite the clear benefits, a consistent consensus remains elusive regarding the precise 

mechanisms and specific drivers that reliably stimulate organizational innovation, with many 

proposed antecedents often assessed through indirect measures or implied relationships rather than 

direct empirical evidence (Zhu et al., 2024), prompting a need to investigate under what conditions 

innovation is effectively realized. 

An organization’s orientation toward the market is a frequently cited driver of innovation 

(Clayton et al., 2018; Zhu et al., 2024). To thrive in dynamic environments characterized by 

evolving customer needs and expectations, organizations must remain adaptive and innovative (Di 

Stefano et al, 2014). This requires not only monitoring customer demands but also actively 

analyzing competitor behavior to secure a sustainable advantage (Di Stefano et al, 2014). This 

context elevates the strategic importance of market orientation. Market orientation is precisely 

defined as the organization-wide generation, dissemination, and responsiveness to market 

intelligence pertaining to current and future customer needs, as well as competitor activities 

(Debruyne & Schoovaerts, 2006). In this study, we conceptualize ambidextrous market orientation 

as a synthesis of market orientation and organizational ambidexterity. This refers to a dual 

capability to simultaneously explore new market opportunities and exploit existing ones (O’Reilly 

& Tushman, 2008; Zhu et al., 2024). Since the 1990s, scholars have extensively investigated the 
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impact of market orientation on various facets of organizational performance (Beck et al., 2011;  

Narver et al., 2004; Hult et al., 2005). The current study specifically focuses on the relationship 

between ambidextrous market orientation and innovation performance, particularly within 

knowledge-based firms. This emphasis on innovation performance is motivated by two key 

considerations: First, innovation performance is theoretically congruent with market orientation 

(Beck et al., 2011). Research suggests that both responsive market orientation (focusing on 

expressed customer needs and linked to exploitation) and proactive market orientation (focusing 

on latent customer needs and linked to exploration) form the foundation for innovation-related 

efforts within firms (Narver et al., 2004; Frambach et al, 2003). Proactive market orientation, in 

particular, is likely to lead to truly pioneering and breakthrough innovations driven by creativity 

(Zhou et al., 2005; Narver et al., 2004). Second, a market-oriented culture fosters a climate 

conducive to creativity and innovation, embedding these values within the broader organizational 

culture (Beck et al., 2011; Harmancioglu et al., 2020). Furthermore, innovation orientation, 

characterized by an organization's propensity for new ideas and change through adopting new 

technologies, resources, and systems, acts as a key driver for successful new system, process, or 

product implementation (Zhou et al., 2005; Narver et al., 2004).  

However, despite these generally positive associations, the relationship between market 

orientation and innovation is not consistently supported across contexts (Deshpande & Farley, 

2000, in Zhou et al., 2005; Ozkaya et al., 2015). Several studies report mixed or even negative 

outcomes, particularly for market-based innovations, where excessive attention to current 

customers and competitors can cause firms to overlook opportunities in new or emerging markets 

(Ozkaya et al., 2015; Lukas & Ferrell, 2000; Zhou et al., 2005). This inconsistency underscores the 

need to explore the boundary conditions under which different forms of market orientation 

influence innovation. Contextual factors such as industry characteristics, institutional 

environments, innovation type, and internal organizational capabilities are likely to play decisive 

roles in shaping these outcomes. Against this backdrop, focusing on innovation performance is 

especially important given its strong link to broader organizational effectiveness (Zhou et al., 2005; 

Wu, Wang, Hong, Piperopoulos, & Zhuo, 2015; Ozkaya et al., 2015). As a critical leading 

indicator, innovation performance reflects how firms convert innovation-related efforts into 

tangible advantages, including improved financial performance and long-term competitiveness 

(Gunday et al., 2011). Examining innovation performance, therefore, provides valuable insights 

into how customer-centric strategies and value-creation initiatives translate into organizational 

efficiency and sustainable growth. This study addresses these gaps by investigating how 

ambidextrous market orientation influences innovation performance in knowledge-based firms, 

focusing on the mediating role of entrepreneurial capabilities and the moderating role of market 
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knowledge competence within an emerging-market context. 

Literature Background 

Ambidextrous Market Orientation  

Market Orientation  

The concept of market orientation has undergone substantial theoretical development over the past 

decades. Early management thinkers such as Drucker (1954) and Levitt (1960) argued that the 

purpose of business is to create and retain customers, stressing the primacy of customer value over 

product focus. However, the formal operationalization of market orientation as an organizational 

capability emerged in the early 1990s, with the seminal works of Jaworski and Kohli (1996) and 

Narver and Slater (1990). These contributions remain the cornerstone of contemporary scholarship, 

providing two complementary perspectives: a behavioral approach and a cultural approach. 

Building on this foundation, ambidextrous market orientation (AMO) integrates the principles of 

organizational ambidexterity with the marketing domain by emphasizing the balance between 

exploratory and exploitative market activities. Rooted in organizational ambidexterity theory 

(Duncan, 1976; March, 1991; O’Reilly & Tushman, 2004), AMO reflects a firm’s capability to 

simultaneously pursue radical innovation through exploration and incremental improvements 

through exploitation. Within marketing research, this duality has been operationalized through the 

distinction between proactive and reactive market orientations (Narver, Slater, & MacLachlan, 

2004; Pertusa-Ortega, Molina-Azorín, & Claver-Cortés, 2018). 

Organizational Ambidexterity 

Organizational ambidexterity refers to the ability of firms to pursue exploration—activities that 

involve experimentation, innovation, and risk-taking—alongside exploitation, which emphasizes 

refinement, efficiency, and implementation (March, 1991; Gibson & Birkinshaw, 2004). This 

concept, first introduced by Duncan (1976), has become a central theme in organizational theory 

as a key determinant of sustained competitive advantage in dynamic markets (O’Reilly & 

Tushman, 2004; Hu, Dou, & You, 2023). Contemporary studies highlight multiple approaches to 

achieving ambidexterity. Structural ambidexterity separates exploratory and exploitative units, 

contextual ambidexterity allows individuals to shift between modes, and temporal ambidexterity 

emphasizes alternating exploration and exploitation over time (Simsek, Heavey, Veiga, & Souder, 

2009; Venugopal, Krishnan, Kumar, & Upadhyayula, 2020). Importantly, performance outcomes 

are not determined by the magnitude of exploration or exploitation individually but by their balance 
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and alignment with strategic goals (Gianzina, 2022; Rao & Mattarelli, 2023). Misalignment, even 

when activities are intense, often results in suboptimal performance. 

Reactive (Responsive) Market Orientation 

Reactive or responsive market orientation emphasizes addressing customers' expressed and current 

needs through vigilant monitoring of existing market conditions, competitor actions, and 

immediate feedback. This dimension aligns with exploitation strategies, where firms refine and 

optimize their current offerings to maintain short-term competitiveness and customer satisfaction 

(Narver et al., 2004). Responsive MO is behaviorally rooted in quick adaptations to visible market 

signals, such as adjusting products based on direct customer complaints or competitor moves 

(Atuahene-Gima, 2005). Empirical studies show that it positively influences firm performance by 

enhancing operational efficiency and market share in stable environments, but it can lead to myopia 

if overemphasized, as firms may overlook emerging trends (Slater & Narver, 1998). For instance, 

responsive competitor orientation—focusing on reacting to rivals' strategies—has been linked to 

improved firm performance through mediated effects of learning orientation, enabling incremental 

improvements (Schulze, Townsend, & Talay, 2022). 

Proactive Market Orientation 

In contrast, proactive market orientation involves anticipating latent or future customer needs that 

are not yet articulated, often through exploratory activities like market experimentation, trend 

forecasting, and collaboration with lead users (Narver et al., 2004). This dimension draws from 

ambidexterity theory (March, 1991), emphasizing long-term innovation and disruption of existing 

market structures. Proactive MO encourages firms to shape markets rather than merely respond to 

them, fostering radical innovations and superior value creation (Blocker et al., 2011). Research 

indicates that it drives new product success by uncovering unmet needs, though it requires higher 

resource commitment and carries risks in uncertain markets (Herhausen, 2016). For example, 

proactive competitor orientation, which aims to alter competitive dynamics preemptively, has been 

shown to enhance innovation performance via technology orientation mediation (Schulze, 

Townsend, & Talay, 2022). Studies in service contexts further demonstrate that proactive MO leads 

to radical innovations and improved business performance, particularly when integrated with 

customer and competitor insights (Jaeger et al., 2016). 

Ambidextrous Market Orientation  

AMO represents the simultaneous pursuit of reactive and proactive orientations, enabling firms to 
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balance exploitation (refining current capabilities) and exploration (pursuing novel opportunities) 

for sustained performance (O'Reilly & Tushman, 2013). This ambidexterity addresses the 

limitations of singular orientations: reactive MO may stifle breakthrough innovations, while 

proactive MO can neglect immediate market demands (Herhausen, 2016). Conceptual typologies 

classify market strategies into habitual (low proactivity/responsiveness), visionary (high 

proactivity/low responsiveness), adaptive (low proactivity/high responsiveness), and ambidextrous 

(high in both), each with distinct value-creation logics (Brege & Kindström, 2021).  

Empirical evidence supports AMO's positive impact on innovation ambidexterity, particularly 

in sectors like agribusiness, where market orientation emerges as a core predictor of both 

exploitative and exploratory innovations. For instance, in agri-food firms, high market orientation 

combined with organic structures fosters innovation exploitation, while standalone market 

orientation drives exploration (Corchuelo Martínez-Azúa, Dias, & Sama-Berrocal, 2025). 

Empirical studies confirm the complementarity of these orientations. While RMO ensures 

alignment with existing demands, excessive reliance risks myopia and incrementalism. Conversely, 

exclusive emphasis on PMO may result in inefficiencies and market misfits. Firms that integrate 

both orientations achieve superior performance by leveraging current competencies while 

simultaneously building innovation potential (Dolz, Iborra, & Safón, 2019; Dranev, Izosimova, & 

Meissner, 2018).  

Recent evidence further demonstrates that the dual deployment of RMO and PMO enhances 

innovation outcomes in turbulent environments (Wang, Hong, & Sun, 2023; Zhu, Liu, & Zhang, 

2024; Hannevig, 2025). Ambidextrous market orientation can be conceptualized as a dynamic 

capability that allows firms to sense and interpret both current and emerging market signals, 

translating them into strategic actions that balance operational excellence with innovation 

(O’Reilly & Tushman, 2013; Boronat-Navarro, Garcés-Ayerbe, & García-Marco, 2023). By 

aligning organizational ambidexterity (exploration–exploitation) with dual marketing orientations 

(reactive–proactive), AMO facilitates innovation efficiency while also sustaining long-term 

renewal. Empirical evidence suggests that AMO positively influences innovation rates, 

organizational learning, and financial performance across industries such as technology, 

healthcare, and renewable energy (Zimmermann, Raisch, & Birkinshaw, 2015; Barcelos et al., 

2022). However, its effectiveness depends on mediating capabilities—particularly entrepreneurial 

and absorptive capacities—that convert ambidextrous market behaviors into sustained competitive 

advantage (Mom, Van den Bosch, & Volberda, 2007; Raisch, Birkinshaw, Probst, & Tushman, 

2009).  
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Key findings across the literature highlight AMO's role in enhancing firm outcomes, 

particularly in the context of innovation performance as explored in emerging markets. Responsive 

and proactive MO together influence new product development success, with proactive elements 

being stronger predictors of radical innovations (Narver et al., 2004; Bodlaj,  2010). In emerging 

contexts, AMO mediates the relationship between entrepreneurial orientation and performance, 

promoting agility in turbulent markets (Najafi-Tavani et al., 2016). However, challenges include 

resource tensions and the need for supportive organizational factors like learning and technology 

orientations (Schulze, Townsend, & Talay, 2022). Despite these advancements, gaps remain. Much 

research is cross-sectional and focused on developed economies, with limited longitudinal studies 

on AMO's evolution in emerging markets or specific industries (Rokkan, 2023). Future research 

could explore the moderating effects of digital transformation or environmental turbulence on the 

reactive-proactive balance, as well as its mediating role in linking entrepreneurial capabilities and 

market knowledge competence to innovation performance. 

Innovation performance 

Innovation performance is widely regarded as a fundamental dimension of organizational success, 

particularly for knowledge-intensive firms operating in dynamic and competitive environments 

(Gunday, Ulusoy, Kilic, & Alpkan, 2011; Wu et al., 2015). It represents the effectiveness of firms 

in transforming innovative inputs—such as knowledge, ideas, and R&D efforts—into tangible 

outcomes that strengthen competitive advantage (Ritala, Olander, Michailova, & Husted, 2015; 

Hu, Dou, & You, 2023). As firms increasingly rely on innovation to secure both immediate 

performance and long-term survival, scholars emphasize that this construct cannot be fully 

captured through financial indicators alone (Wang & Ahmed, 2004; Ozkaya, Droge, Hult, 

Calantone, & Ozkaya, 2015). This relationship has also been documented in the Iranian context, 

where studies published in this journal have examined innovation determinants among knowledge-

based and technology-intensive firms. 

Instead, innovation performance must be evaluated using multidimensional measures that 

reflect technological, process, and market outcomes. The first dimension concerns the efficiency 

of the innovation process, often assessed in terms of time-to-market, development speed, project 

success rates, and the effectiveness of cross-functional collaboration (Wu et al., 2015; Posch & 

Garaus, 2020). The second dimension focuses on product and service innovativeness, which refers 

to the degree of novelty, distinctiveness, and value creation embodied in new offerings. This 

dimension captures both incremental improvements and radical breakthroughs that reshape 

markets or customer experiences (Cai, Liu, Zhu, & Deng, 2014; Cillo, Rialti, & Marzi, 2019). The 
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third dimension reflects market outcomes, which include tangible performance indicators such as 

the sales ratio of new products, increases in market share, patent activity, international expansion, 

and long-term customer adoption (Ritala et al., 2015; Dranev, Izosimova, & Meissner, 2018; Hu et 

al., 2023). Previous studies illustrate the application of these dimensions in practice. Wu et al. 

(2015), for instance, measured innovation performance through the number of new products 

launched, the sales derived from them, their development speed, the number of patent applications, 

and the novelty of outcomes. Cai et al. (2014) distinguished between incremental and radical 

innovations by analyzing the extent of technological progression and market exclusivity. More 

recently, Hu et al. (2023) demonstrated how the benefits of ambidextrous strategies for innovation 

outcomes vary across institutional contexts, particularly in family-managed enterprises in emerging 

economies. In line with the structural framework of this study, innovation performance is therefore 

conceptualized along three interrelated dimensions: process effectiveness, referring to the 

efficiency of innovation activities; output quality, reflecting the novelty and functional superiority 

of products and services; and commercial impact, denoting the degree to which innovations achieve 

market success through adoption, revenues, and international competitiveness. This 

multidimensional perspective ensures a more comprehensive understanding of innovation 

performance, which is particularly critical for knowledge-based firms where competitive advantage 

depends not only on technological novelty but also on the effective commercialization and 

alignment of innovations with market needs (Cillo et al., 2019; Ozkaya et al., 2015). 

H1: Ambidextrous Market Orientation (AMO) has a significant positive effect on Innovation 

Performance (IP). 

Market Knowledge Competency 

In neoclassical economic theory, land, labor, and capital were considered the primary factors of 

production. However, with the advent of the resource-based view (RBV), this perspective in 

industrial economics has become largely obsolete (Li & Calantone, 1998). Wernerfelt (1984), in 

his seminal article "A Resource-Based View of the Firm," described resources and products as two 

sides of the same coin, noting that most products require multiple resources for production and that 

most resources can be applied to multiple products. Under this view, competitive advantage stems 

from an organization's internal resources and assets, with each firm regarded as a unique bundle of 

resources—some of which form the basis for sustainable competitive advantage (Wernerfelt, 1984; 

Barney, 1991). In the shift from neoclassical to resource-based perspectives, market knowledge 

has emerged as a pivotal intangible resource that fosters sustained competitive advantage (Roxas 

et al., 2012). This knowledge, especially when tacit and deeply embedded within the firm, satisfies 
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the VRIN criteria—valuable, rare, inimitable, and non-substitutable—positioning it as a strategic 

asset (Wu et al., 2015; Frambach et al., 2003). It enables firms to gain nuanced insights into 

customers and competitors in ways that are challenging to replicate, owing to its path-dependent 

evolution and firm-specific integration (De Luca & Atuahene-Gima, 2007). 

The specificity of market knowledge pertains to its contextual nature, anchored in individual 

expertise, organizational routines, and internal processes. When focused on a particular segment—

such as customer behaviors in a niche market or competitor dynamics in a localized context—this 

knowledge becomes hard to transfer or imitate (Zhou et al., 2005; De Luca & Atuahene-Gima, 

2007). This leads to causal ambiguity, creating "stickiness" where the underlying mechanisms of 

knowledge generation and application remain opaque to outsiders (Song et al., 2010; Herhausen, 

2016). In this study, market knowledge competency is therefore conceptualized as a dynamic 

capability arising from such specificity and embeddedness, empowering the firm to convert 

complex, tacit insights into strategic actions while preserving a durable competitive edge. 

H2: Ambidextrous Market Orientation (AMO) has a significant positive effect on Market 

Knowledge Competency (MKC). 

H4: Market Knowledge Competency (MKC) has a significant positive effect on Innovation 

Performance (IP). 

H6: Market Knowledge Competency (MKC) mediates the relationship between Ambidextrous 

Market Orientation (AMO) and Innovation Performance (IP). 

Entrepreneurial Capability 

As global markets become increasingly competitive, firms are compelled to pursue opportunity-

driven strategies that go beyond cost leadership and instead emphasize innovation and market 

responsiveness (Apanasovich et al., 2016; Wu et al., 2015). Accordingly, other companies not only 

sought to market their products at lower prices, but also simultaneously sought new markets to 

offer new products or new types of existing products. In other words, these companies are looking 

to discover new opportunities that will bring them more profit. This model of business development 

is called entrepreneurship (Tardieu, 2003).  Entrepreneurial capability refers to an organization’s 

ability to recognize, evaluate, and exploit market opportunities through innovative and proactive 

behavior. Unlike price-based competition, this approach emphasizes value creation through 

product differentiation, market expansion, and strategic renewal (Zhou et al., 2005; Apanasovich 

et al., 2016). Building on Schumpeterian foundations, entrepreneurship is conceptualized as a 
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capability that integrates resources, knowledge, and organizational processes to enable 

opportunity-driven behavior across all organizational levels (Posch & Garaus, 2020; Groen, 2005). 

It transcends individual initiative and reflects a collective organizational capacity shaped by 

strategic orientation, learning culture, and decision-making autonomy. This capability is 

particularly vital for firms operating in turbulent markets, where success hinges on the speed and 

agility with which opportunities are seized (Wang & Ahmed, 2004; Ritala et al., 2015).  

In an era of intensified global competition and rapid environmental changes, organizations 

increasingly seek internal mechanisms to respond flexibly and proactively to emerging market 

opportunities. While traditional entrepreneurship centers on the creation of new ventures by 

individuals or teams, organizational entrepreneurship (also called intrapreneurship) focuses on 

entrepreneurial behaviors that originate within existing firms and are embedded in their strategic 

and operational frameworks (Antoncic & Hisrich, 2001; Binns et al., 2022). 

 Organizational entrepreneurship refers to the processes through which firms initiate and 

develop new business activities—such as the creation of innovative products, services, processes, 

administrative practices, or business models—from within the organizational structure. This form 

of entrepreneurship is not limited by the firm’s size or sector; rather, it reflects an internal capability 

to adapt, renew, and innovate in response to external challenges (Garcia-Granero et al., 2015; 

Baumann et al., 2019). Unlike independent entrepreneurship, where risk-taking occurs in founding 

new entities, organizational entrepreneurship involves pursuing novel and often uncertain 

initiatives while leveraging the firm’s existing resources and infrastructure (Burgers & Covin, 

2016).  

In other words, in organizational entrepreneurship, creative people and entrepreneurs in the 

context of the organization in which they operate, initiate and entrepreneurship that this 

entrepreneurship, as mentioned earlier, can be manifested in various forms. Scholars identify four 

core dimensions of organizational entrepreneurship: being in a new business, acting innovatively, 

self-renewal, and activity (Antoncic & Hisrich, 2001). These dimensions capture how 

entrepreneurial orientation can manifest across different levels of an organization. For example, 

new business venturing may involve creating an internal startup, while innovation reflects 

continuous development of new offerings and capabilities. Self-renewal involves organizational 

transformation through strategic and structural changes, and proactiveness refers to forward-

looking opportunity exploration in competitive markets. Empirical research emphasizes that 

fostering entrepreneurship inside organizations not only enhances responsiveness to dynamic 

environments but also strengthens long-term performance by embedding entrepreneurial mindsets 
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in routines, culture, and leadership processes (Gibson & Birkinshaw, 2004; Baumann et al., 2019). 

 In this view, organizational entrepreneurship is not merely an activity but a strategic 

competence—one that supports both exploration of new opportunities and exploitation of current 

advantages. This internal entrepreneurial capacity is particularly relevant for firms facing dual 

demands for innovation and efficiency, as highlighted in the broader context of ambidexterity and 

adaptive capability. 

H3: Ambidextrous Market Orientation (AMO) has a significant positive effect on Entrepreneurial 

Capabilities (EC). 

H5: Entrepreneurial Capabilities (EC) have a significant positive effect on Innovation Performance 

(IP). 

H7: Entrepreneurial Capabilities (EC) mediate the relationship between Ambidextrous Market 

Orientation (AMO) and Innovation Performance (IP). 

Interactive Effect of Variables 

When capabilities such as market knowledge and entrepreneurial orientation are complementary, 

their interaction can lead to enhanced organizational outcomes. In particular, entrepreneurial 

capability enables the firm to identify and seize new opportunities, while market knowledge 

competence ensures that such entrepreneurial efforts are relevant and contextually informed (Zhou 

et al., 2005; De Luca & Atuahene-Gima, 2007). This integration supports a firm’s innovation 

trajectory more effectively than either capability alone. In this study, these two dimensions—

entrepreneurial capability and market knowledge competence—are not viewed in isolation. 

Instead, their interaction is conceptualized as a structural mechanism through which firms optimize 

innovation performance. Specifically, the moderating role of market knowledge competence is 

tested to determine whether the strength of entrepreneurial capability in driving innovation is 

contingent upon the depth and specificity of market understanding. What is the relationship 

between entrepreneurship capability and innovation performance at different levels of market 

knowledge competence in the organization? This approach reflects the configuration logic of the 

resource-based view, where competitive advantage is not solely about possession of superior 

resources, but about their synergistic combination and strategic alignment with the firm’s 

innovation goals. As a result,  the model incorporates market knowledge competency as a 

moderator, proposing that the effect of entrepreneurial capabilities on innovation outcomes is 

contingent upon the depth of contextual market understanding. 
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H8: Market Knowledge Competency (MKC) and Entrepreneurial Capabilities (EC) jointly act as 

a moderating mechanism in the relationship between Ambidextrous Market Orientation (AMO) 

and Innovation Performance (IP). 

Based on the theoretical underpinnings discussed above, the conceptual model of this study is 

shown in Figure 1:   

 

 
 

Figure 1. Conceptual model of study 

 

Table 1 provides a structured summary of the key studies informing the theoretical constructs 

and hypotheses of this study. 
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Table 1. Summary of Key Literature 

Author(s) & Year Construct(s) Addressed Key Finding 
Relevance to This 

Study 

Narver & Slater 
(1990) 

Market Orientation 
MO positively affects business 

profitability 
Foundational MO 

construct 

March (1991) 
Organizational 

Ambidexterity 

Exploration–exploitation tension 

shapes learning 

Basis for AMO 

framework 

Narver et al. 

(2004) 

Proactive & Responsive 

MO 

Both orientations predict new 

product success 

AMO 

operationalization 

De Luca & 

Atuahene-Gima 

(2007) 

Market Knowledge 

Competence 

MKC dimensions drive product 

innovation performance 
MKC construct and H4 

Teece (2007) Dynamic Capabilities 
Microfoundations of sustainable 

enterprise performance 

Theoretical grounding 

for EC 

Zhou et al. (2005) 
Market & Innovation 

Orientation 

MO antecedents and innovation 

outcomes in China 

Contextual comparison 

basis 

Wu et al. (2015) 
Dynamic Capabilities, 

Innovation Performance 

Dynamic capabilities mediate the 

diversification–innovation link 

Comparison case 

(China) 

Ozkaya et al. 

(2015) 

MO, Market Knowledge, 

Innovation 

Market knowledge competence 

conditions MO–innovation link 
H6 and H8 grounding 

Herhausen (2016) Proactive & Reactive MO 
AMO has ambidextrous effects on 

performance 

AMO definition and 

effects 

Schulze et al. 

(2022) 

Proactive Competitor 

Orientation 

Proactive CO enhances innovation 

via technology orientation 

AMO–innovation 

mechanism 

Zhu et al. (2024) 
Executive influence, 

innovation 
Top executives shape innovation 

through multiple mechanisms 
Innovation 

performance scope 

Corchuelo et al. 

(2025) 

Market Orientation, 

Innovation Ambidexterity 

MO predicts both exploitative and 

exploratory innovation in 

agribusiness 

AMO–IP relationship 

Materials and Methods 

The study was conducted in six sequential steps, as illustrated in Figure 2. The first step involved 

a systematic review of the relevant literature on ambidextrous market orientation, entrepreneurial 

capability, market knowledge competence, and innovation performance, from which the theoretical 

framework and eight hypotheses were derived. The second step covered questionnaire design and 

scale adaptation, drawing on validated instruments from prior research and applying forward and 

back-translation procedures to ensure contextual appropriateness for the Iranian business 

environment. The third step consisted of population identification and data collection, targeting all 

211 knowledge-based firms affiliated with the Gilan Science and Technology Park and its 

associated research centers. The fourth step addressed data quality assessment, including screening 

for incomplete responses, attention check verification, and common method bias evaluation. The 

fifth step comprised measurement model evaluation using PLS-SEM, examining factor loadings, 

composite reliability, average variance extracted, and discriminant validity. The sixth and final step 
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involved structural model estimation, including collinearity diagnostics, path coefficient testing, 

effect size analysis, and mediation and moderation hypothesis evaluation. 

 

 

Figure 2. Research procedure of the study 

This study employed a quantitative research design using a cross-sectional survey approach to 

test the proposed theoretical model. Primary data were collected through a structured online 

questionnaire administered to knowledge-based firms operating within science and technology 

parks and research centers in Gilan Province, Iran. The choice of this research setting was 

deliberate, as these organizations represent knowledge-intensive enterprises that rely heavily on 

innovation for competitive advantage and are embedded within supportive innovation ecosystems. 

The target population comprised all knowledge-based firms affiliated with the Science and 

Technology Park of Gilan Province and nine associated research centers distributed in the province, 

totaling 211 firms. This population represents a comprehensive census of formal knowledge-based 

enterprises operating within the province's innovation ecosystem. The sampling frame was 

obtained from official records maintained by the Gilan Science and Technology Park 

administration. A census sampling approach was initially attempted to maximize 

representativeness and statistical power (Fowler, 2014).  

However, due to response rate constraints common in organizational surveys (Baruch & 

Step 6: Structural model and hypothesis testingVIF, path coefficients, effect sizes, mediation/moderation

Step 5: Measurement model evaluation (PLS-SEM)Factor loadings, CR, AVE, discriminant validity (HTMT)

Step 4: Data quality and bias assessmentAttention checks, completeness screening, CMB evaluation

Step 3: Population identification and data collection211 firms targeted; 161 valid responses (76.3%)

Step 2: Scale adaptation and questionnaire design28-item instrument; forward and back-translation

Step 1: Literature review and hypothesis developmentAMO, EC, MKC, IP constructs; eight hypotheses derived
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Holtom, 2008), the final sample consisted of 161 firms, representing a response rate of 76.3%. This 

sample size exceeds the minimum requirements for Partial Least Squares Structural Equation 

Modeling (PLS-SEM) analysis, as determined through power analysis calculations using G*Power 

software (Faul et al., 2007; Hair et al., 2017). 

The research instrument consisted of a structured questionnaire comprising two main sections: 

demographic information and construct measurements. The demographic section captured 

organizational characteristics, including firm age, size, industry sector, and innovation activity 

levels. The construct measurement section included 28 items measured on a five-point Likert scale, 

ranging from 1 (strongly disagree) to 5 (strongly agree). All measurement scales were adapted from 

established instruments with demonstrated reliability and validity in previous research. Table 1 

presents the operationalization of the four main constructs, their respective dimensions, and source 

references. Minor modifications were made to ensure cultural and contextual appropriateness for 

the Iranian business environment, following standard scale adaptation procedures including 

forward and back-translation processes.  

The survey was administered electronically through a secure online platform, with 

personalized invitations sent to senior managers (CEOs, CTOs, or innovation directors) of the 

target firms. These respondents were selected based on their strategic decision-making roles and 

comprehensive understanding of their organizations' market orientation, entrepreneurial activities, 

and innovation performance. Multiple contact attempts were made to enhance response rates, 

including initial invitations, reminder emails, and follow-up telephone calls. To ensure data quality, 

the survey included attention checks and logical consistency controls. Responses were monitored 

for completeness and pattern recognition to identify potential response bias or careless responding. 

Table 2. Constructs, Dimensions, Abbreviations, and Source References 

Construct Dimensions Abbreviation Source References 

Ambidextrous 

Market 

Orientation 

(AOM) 

- Proactive market orientation PMO 

Narver et al. (2004) 

- Responsive market orientation RMO 

Market 

Knowledge 

Competence 

(MKC) 

- Specificity of market knowledge creation SMKC 

De Luca & Atuahene-

Gima (2007); Song et 

al. (2010) 

- Extent of market knowledge EMK 

- Market knowledge integration MKI 

- Application of market knowledge AMK 

Entrepreneurial 

Capability (EC) 
- Recognizing entrepreneurial opportunities REO Zahra et al. (2011) 
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- Selecting opportunities SO 

- Mobilizing internal resources MIR 

- Adapting to external and internal changes AEIC 

Innovation 
Performance (IP) 

- Innovation process performance IPP 
Wu et al. (2015); 

Gunday et al. (2011); 
Wang & Ahmed 

(2004) 

- Product/service innovativeness PI 

-Innovation-related market outcomes IMO 

Results 

The survey instrument was completed by 161 respondents, generating data across the four focal 

constructs: ambidextrous market orientation, market knowledge competence, entrepreneurial 

capability, and innovation performance. The constructs reported mean values generally above the 

scale midpoint, suggesting moderately high perceptions across the sample. Among the constructs, 

market knowledge competence recorded the highest mean value (M = 3.99, SD = 0.58), reflecting 

the relatively strong emphasis firms place on generating, integrating, and applying market 

knowledge. In contrast, innovation performance exhibited the lowest mean score (M = 3.37, SD = 

0.57), indicating that innovation outcomes are less developed relative to knowledge- and 

capability-related constructs. The measures of dispersion also highlight distinct patterns. 

Ambidextrous market orientation displayed the greatest variability (variance = 0.455), suggesting 

heterogeneity in firms’ ability to balance proactive and responsive market orientations. Conversely, 

innovation performance was the most homogeneous (variance = 0.329), implying relatively similar 

performance outcomes across the surveyed firms. 

Measurement Model Evaluation 

The adequacy of the measurement model was examined in terms of reliability, convergent validity, 

and discriminant validity (Hair, Hult, Ringle, Sarstedt, & Thiele, 2017). Reliability was assessed 

using factor loadings and composite reliability (CR). Convergent validity was evaluated through 

the average variance extracted (AVE), while discriminant validity was assessed via cross-loadings 

and the Fornell–Larcker criterion (Fornell & Larcker, 1981). Composite reliability (CR) was 

employed to assess the internal consistency of the latent constructs. Unlike Cronbach's alpha, which 

assumes equal indicator loadings, CR considers the actual standardized loadings, thereby providing 

a more accurate reliability estimate in the context of PLS-SEM (Hair et al., 2017). Values of CR 

range from 0 to 1, with thresholds above 0.70 generally considered acceptable for exploratory 

research, and values exceeding 0.80–0.90 indicating good to excellent reliability in more advanced 
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research settings (Hair et al., 2017; Chin, 1998). In addition to CR, convergent validity was 

evaluated using the Average Variance Extracted (AVE), which represents the proportion of 

variance captured by a construct relative to the variance due to measurement error. An AVE value 

of 0.50 or higher suggests that a construct explains more than half of the variance in its indicators, 

thereby supporting convergent validity (Fornell & Larcker, 1981). 

Table 3. Measurement model results 

Construct CR AVE Dimension CR AVE 
Item 

Code 

Factor 

Loading 
t-value 

AOM 0.946 0.898 

PMO 0.893 0.677 

Q4 0.834 21.850 

Q8 0.784 12.878 

Q12 0.822 18.857 

Q16 0.848 21.538 

RMO 0.899 0.641 

Q6 0.870 22.553 

Q10 0.720 7.476 

Q13 0.723 7.712 

Q19 0.794 14.419 

Q21 0.883 23.097 

MKC 0.907 0.717 

SMKC 1.000 1.000 Q17 1.000 0.000 

EMK 0.913 0.840 
Q1 0.920 53.885 

Q5 0.913 42.667 

MKI 0.898 0.816 
Q11 0.917 44.836 

Q20 0.889 17.282 

AMK 1.000 1.000 Q14 1.000 0.000 

EC 0.915 0.731 

REO 0.852 0.742 
Q3 0.877 32.678 

Q22 0.845 20.178 

SO 0.769 0.625 
Q2 0.786 10.672 

Q15 0.795 11.388 

MIR 1.000 1.000 Q18 1.000 0.000 

AEIC 0.883 0.791 
Q7 0.863 15.256 

Q9 0.915 54.665 

IP 0.892 0.734 

IPP 0.826 0.703 
Q23 0.812 10.584 

Q28 0.864 23.111 

PI 0.884 0.792 
Q25 0.912 50.567 

Q27 0.868 19.053 

IMO 0.796 0.662 
Q24 0.761 10.399 

Q26 0.862 32.177 

Figure 3 presents the outer model results as generated by SmartPLS, displaying factor loadings, 

composite reliability values, and AVE indicators for each construct. The visual output corroborates 

the findings reported in Table 3, confirming satisfactory measurement quality across all latent 

variables. 

As reported in Table 3, all factor loadings are above the recommended threshold of 0.70 (Hair, 

Hult, Ringle, & Sarstedt, 2013; Chin, 1998), and each is statistically significant at the 95% 



 

 
 

Industrial Management Journal, Volume 18, Issue 2, 2026 

 

 
 

 

282 

confidence level. All constructs demonstrate CR values well above the recommended 0.70 

threshold, indicating strong internal consistency. Similarly, all AVE values surpass the 0.50 

benchmark, confirming convergent validity. Constructs measured by a single indicator exhibit 

fixed loadings of 1.0 with a t-value of 0, which reflects a standard estimation procedure in PLS-

SEM. This approach is widely recognized in SEM and PLS-SEM applications, where the reliability 

of such constructs is typically justified through theoretical reasoning or by adjusting the error 

variance (Hair et al., 2017; Kline, 2016). These results indicate that the latent constructs are 

measured with satisfactory reliability and validity, thereby supporting the appropriateness of the 

measurement model for further structural analysis and establishing a solid foundation for 

subsequent structural model evaluation. 

Convergent validity refers to the extent to which a set of observed indicators accurately 

represents the latent construct they are intended to measure. This is commonly assessed using the 

Average Variance Extracted (AVE), which quantifies the proportion of variance captured by the 

construct in relation to the variance due to measurement error. According to Hair et al. (2013), an 

AVE value of 0.50 or higher is considered acceptable, indicating that the construct explains at least 

50% of the variance in its observed indicators. In the present study, AVE values were computed 

for both first-order and second-order constructs, including ambidextrous market orientation, 

market knowledge competence, entrepreneurial capability, and innovation performance. As 

reported in Table 3, all constructs—regardless of their order—exhibited AVE values exceeding the 

0.50 threshold. This confirms that the latent variables in the measurement model demonstrate a 

satisfactory level of convergent validity. These results provide strong empirical support for the 

adequacy of the measurement models, suggesting that the selected items reliably capture the 

variance of their respective constructs. Therefore, based on the AVE criterion, the study meets the 

necessary condition for convergent validity, reinforcing the integrity of subsequent structural path 

analysis. 

Discriminant validity refers to the extent to which a latent construct is empirically distinct from 

other constructs in the model, ensuring that each captures unique aspects of the underlying 

phenomena (Fornell & Larcker, 1981; Henseler, Ringle, & Sarstedt, 2015). In this study, 

discriminant validity was assessed using two complementary approaches: the Fornell–Larcker 

criterion and the Heterotrait–Monotrait (HTMT) ratio of correlations. According to the Fornell–

Larcker criterion, discriminant validity is established when the square root of a construct’s average 

variance extracted (AVE) exceeds its correlations with other constructs. As shown in Table 4, the 

diagonal elements (square roots of AVE, bolded) are consistently greater than the corresponding 

inter-construct correlations, thereby supporting discriminant validity. 
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Table 4. Fornell–Larcker Criterion 

 PMO RMO SMKC EMK MKI AMK REO SO MIR AEIC IPP PI IMO 

PMO 0.839 0.527 0.48 0.397 0.617 0.577 0.69 0.481 0.481 0.541 0.56 0.448 0.503 

RMO  0.813 0.783 0.593 0.6 0.645 0.555 0.65 0.633 0.496 0.544 0.61 0.48 

SMKC   0.89 0.503 0.627 0.64 0.553 0.558 0.664 0.544 0.499 0.53 0.549 

EMK    1 0.556 0.592 0.498 0.673 0.67 0.525 0.644 0.779 0.507 

MKI     0.823 0.798 0.659 0.65 0.682 0.517 0.594 0.715 0.599 

AMK      0.801 0.688 0.606 0.745 0.572 0.655 0.633 0.467 

REO       0.861 0.391 0.693 0.618 0.727 0.526 0.597 

SO        1 0.558 0.558 0.592 0.606 0.521 

MIR         0.79 0.521 0.686 0.644 0.511 

AEIC          1 0.607 0.422 0.447 

IPP           0.889 0.492 0.556 

PI            0.917 0.703 

IMO             0.903 

After establishing convergent validity, discriminant validity was assessed to ensure that each 

construct is truly distinct from the others in the model (Hair et al., 2022). This step evaluates the 

extent to which latent constructs diverge conceptually and empirically from each other. 

Traditionally, the Fornell–Larcker criterion (Fornell & Larcker, 1981) has been applied for this 

purpose.  

More recent methodological advancements recommend the use of the Heterotrait–Monotrait 

ratio of correlations (HTMT), which represents the average correlations across constructs relative 

to the average correlations within the same construct (Hair et al., 2022). According to Henseler, 

Ringle, and Sarstedt (2014), HTMT values should not exceed 0.90 to confirm discriminant validity. 

Furthermore, the statistical significance of the HTMT ratios was evaluated using bootstrapped 

confidence intervals (2.5%–97.5%). If the interval does not include the value 1.0, discriminant 

validity is considered to be established. Following these guidelines, the results confirmed that the 

constructs in this study—Market Ambidexterity Orientation, Market Knowledge Competency, 

Entrepreneurial Capabilities, and Innovation Performance—exhibited satisfactory discriminant 

validity. 

Table 5. Discriminant Validity Assessment (HTMT Criterion) 

Relationship HTMT 

Bias-corrected Confidence 

Intervals 

2.5% 97.5% 

AMO ↔ IP 0.745 0.552 – 0.864 

AMO ↔ MKC 0.781 0.632 – 0.891 

AMO ↔ EC 0.694 0.498 – 0.828 

MKC ↔ IP 0.768 0.579 – 0.889 

MKC ↔ EC 0.803 0.621 – 0.910 

EC ↔ IP 0.826 0.643 – 0.932 
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Appraisal of the structural model 

The evaluation of the structural model begins with the assessment of collinearity to ensure that the 

estimates are not biased due to strong correlations among exogenous variables. Collinearity was 

assessed by examining the Variance Inflation Factor (VIF) values. According to Hair et al. (2013), 

VIF values below the threshold of 5 indicate that collinearity is not a critical concern, while values 

below 3 suggest no collinearity issues. The VIF assessment revealed the following values: Market 

Orientation (AMO = 3.178), Market Knowledge Competency (MKC = 2.117), Entrepreneurial 

Capability (EC = 2.850), and Interaction Variable (1.141). All VIF values are below 5, indicating 

that multicollinearity among the exogenous constructs in the structural model does not exceed 

critical levels. Most values were well below the conservative threshold of 3, with Market 

Orientation slightly above this threshold but still within acceptable limits. This confirms that 

collinearity does not pose a significant issue for the structural model. The VIF value of 3.178 for 

Market Orientation indicates that the standard error related to its path coefficient is approximately 

1.78 times greater than it would be if this variable had no correlation with other independent 

variables, which is expected when multiple correlated independent variables are present in the 

structural model. 

Next, predictive validity and relevance analysis were conducted using the R² and Stone–

Geisser Q² values (Geisser, 1975; Stone, 1974). According to Chin (1998), R² values of 0.67, 0.33, 

and 0.19 represent substantial, moderate, and weak predictive validity, respectively. In addition, 

Q² values above 0.25 and 0.50 indicate medium and large predictive relevance (Hair et al., 2020). 

As presented in Table 6, all Q² values exceeded zero, thereby confirming the predictive relevance 

of the model. In terms of explanatory power, several endogenous constructs exhibited substantial 

R² values, such as RMO (0.918), SO (0.870), and IMO (0.818), suggesting that the model explains 

a large proportion of their variance. Similarly, PI (R² = 0.811; Q² = 0.609) reflects both substantial 

predictive validity and large predictive relevance, underscoring the robustness of innovation 

performance outcomes. Constructs such as MKC (R² = 0.625) and EC (R² = 0.453) indicated 

moderate levels of explained variance, consistent with expectations for complex organizational 

phenomena. 
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Table 6. Predictive Relevance (Q²) Assessment 

Construct Endogenous Variable R2 Q² 

AMO 

 - - 

PMO 0.878 0.550 

RMO 0.918 0.532 

MKC 

 0.625 0.307 

SMKC 0.813 0.574 

EMK 0.727 0.420 

MKI 0.572 0.536 

AMK 0.810 0.598 

EC 

 0.453 0.267 

REO 0.598 0.567 

SO 0.870 0.697 

MIR 0.697 0.538 

AEIC 0.702 0.681 

IP 

 0.773 0.346 

IPP 0.574 0.376 

PI 0.811 0.609 

IMO 0.818 0.512 

To conclude the evaluation of the structural model, the path coefficients and their 

corresponding effect sizes were examined. While the statistical significance of the relationships 

confirms the robustness of the hypothesized paths, relying solely on significance testing is 

insufficient (Sullivan & Feinn, 2012). As recommended by Cohen (1992) and Kline (2004), 

reporting effect sizes provides a more meaningful interpretation of the practical impact of each 

relationship. Effect sizes are particularly valuable because they are independent of sample size, 

unlike p-values, which may indicate significance even for trivial effects when the sample size is 

large (Hair et al., 2010). According to Hair et al. (2022), f² values of 0.02, 0.15, and 0.35 represent 

small, medium, and large effects, respectively. The findings in Table 6 show that AOM exerts a 

large total effect on IP (0.821), primarily through both direct and mediated paths via MKC and EC, 

while EC demonstrates a medium effect (0.450). In contrast, MKC has only a small effect on IP 

(0.084), indicating limited direct influence. The interaction term MKC × EC → IP reveals a 

medium-to-large contribution (0.272), highlighting the importance of complementary dynamics 

between knowledge competence and entrepreneurial capability. Collectively, these results confirm 

that both direct and mediated effects are critical, with ambidexterity orientation and entrepreneurial 

capability emerging as the strongest drivers of innovation performance. 

 

 



 

 
 

Industrial Management Journal, Volume 18, Issue 2, 2026 

 

 
 

 

286 

Table 7. Structural Model Results 

Path (Hypothesis) 
β 

(Coefficient) 
t-value Result 

Effect 

Size 

Total 

effect 
Interpretation 

AOM → IP (H1) 0.409 2.355 Supported 0.232 0.821 Large 

AOM → MKC (H2) 0.673 9.116 Supported    

AOM → EC (H3) 0.791 11.094 Supported    

MKC → IP (H4) 0.084 1.079 Not Supported 0.015 0.084 Small 

EC → IP (H5) 0.45 2.824 Supported 0.312 0.450 Medium 

MKC × EC → IP (H8) 0.272 2.331 Supported 0.414 0.272 Medium–Large 

AOM → PMO 0.937 50.240 Supported    

AOM → RMO 0.958 69.602 Supported    

MKC → SMKC 0.773 15.794 Supported    

MKC → EMK 0.933 47.153 Supported    

MKC → MKI 0.835 17.711 Supported    

MKC → AMK 0.838 25.577 Supported    

EC→  REO 0.902 31.02 Supported    

EC  → SO 0.853 19.587 Supported    

EC→ MIR 0.756 11.597 Supported    

EC→ AEIC 0.9 34.113 Supported    

IP → IPP 0.758 12.687 Supported    

IP → PI 0.901 41.556 Supported    

IP →IMO 0.904 55.787 Supported    

Figure 4 presents the structural model output generated by SmartPLS, including the estimated 

path coefficients, t-values from bootstrapping, and R² values for endogenous constructs. The visual 

representation confirms the pattern of supported and unsupported hypotheses reported in Table 7. 

In addition to the direct structural relationships, the study also examined the mediating and 

moderating mechanisms hypothesized in H6–H8. The mediation analyses were evaluated using the 

Variance Accounted for (VAF) index and Sobel tests, while the moderation was assessed through 

interaction terms and effect size criteria. The results, summarized in Table 8, show that MKC does 

not mediate the relationship between AMO and IP (H6 not supported), whereas EC acts as a 

significant partial mediator (H7 supported). Furthermore, the interaction between MKC and EC 

provides a large moderating effect on the AMO–IP relationship, confirming H8. These findings 

highlight that entrepreneurial capability plays a crucial role in transmitting and amplifying the 

impact of ambidextrous market orientation on innovation performance, while market knowledge 

competency exerts its influence more as a complementary condition than as a mediator. 
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Table 8. Summary of Mediation and Moderation Hypotheses (H6–H8) 

Hypothesis Path / Effect Tested VAF / Effect Size 
Sobel Test (Z-

value) 
Result 

H6 
AMO → MKC → IP (Mediation 

of MKC) 
VAF = 0.121 (< 0.20) Z = 1.043 (ns) 

Not 

Supported 

H7 
AMO → EC → IP (Mediation of 

EC) 

VAF = 0.465 (Partial 

Mediation) 

Z = 2.814 (p < 

0.01) 
Supported 

H8 
AMO × (MKC × EC) → IP 

(Moderation) 
f² = 0.414 (Large) 

t = 2.331 (p < 

0.05) 
Supported 

Discussion and Conclusion 

This study set out to test the assumption that ambidextrous market orientation (AMO) directly 

enhances innovation performance (IP). The results tell a more nuanced story. Although H1 

indicated a positive relationship (β = 0.409, p < 0.05), the effect was modest, and its strength paled 

in comparison to mediated pathways. This finding challenges classical models (Narver & Slater, 

1990; Jaworski & Kohli, 1996), which positioned market orientation as a direct engine of 

performance. Instead, our evidence aligns with contingency perspectives (Zhou et al., 2005; Kirca 

et al., 2005), suggesting that AMO only produces tangible innovation benefits when translated into 

organizational capabilities. This pattern reflects the institutional realities of emerging markets, 

where firms often operate under weaker infrastructure, fragmented support systems, and resource 

constraints. In such environments, sensing customer needs and competitor behaviors (AMO) is 

necessary but not sufficient. Without mechanisms to seize and act on these insights, innovation 

performance remains limited. Thus, AMO’s value in our context lies not in its direct link to 

innovation, but in how it enables firms to develop entrepreneurial capacity.  

Entrepreneurial capability (EC) emerges as the central mechanism through which AMO drives 

innovation. H3 confirmed that AMO strongly enhances EC (β = 0.791, p < 0.001), while H5 

showed that EC significantly improves IP (β = 0.450, p < 0.01). Mediation analysis (H7) revealed 

that nearly half of AMO’s impact on IP flows through EC (VAF = 0.465, Z = 2.814, p < 0.01). 

This finding resonates with dynamic capability theory (Teece, 2007; Eisenhardt & Martin, 2000) 

but specifies entrepreneurial capability as the critical dynamic capability in resource-constrained 

settings. Unlike in developed markets, where firms can often rely on institutional support and 

established innovation ecosystems (Wu et al., 2015), firms in emerging contexts cannot rely solely 

on market intelligence. They must actively convert market signals into entrepreneurial action—

identifying opportunities, mobilizing scarce resources, and adapting structures rapidly. This 

explains why AMO’s direct effect is weak, but its mediated effect via EC is strong. Market 

orientation alone creates awareness, but without entrepreneurial capacity, this awareness cannot be 

transformed into innovative products, services, or processes. Our study positions EC as the 
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indispensable bridge between strategic orientation and performance in emerging economies. 

The results for market knowledge competence (MKC) were mixed but illuminating. H2 

confirmed that AMO enhances MKC (β = 0.673, p < 0.001), indicating that firms with strong 

ambidextrous orientations also develop richer and more integrated knowledge bases. However, H4 

was not supported (β = 0.084, ns), showing that MKC alone does not directly improve innovation 

performance. Likewise, H6 (mediation via MKC) was unsupported (VAF = 0.121, Z = 1.043, ns). 

At first glance, these findings might appear disappointing. Yet, they are theoretically important. 

They suggest that knowledge, no matter how rich, remains inert unless paired with entrepreneurial 

action. In other words, having deep insights into markets does not automatically lead to innovation 

unless the firm has the entrepreneurial agility to act on that knowledge. The moderating effect (H8) 

provides stronger evidence of this complementarity: MKC significantly amplifies the EC → IP 

pathway (β = 0.272, p < 0.05). This means that when firms combine strong entrepreneurial capacity 

with robust market knowledge, innovation outcomes improve significantly more than when either 

capability is deployed alone. This supports recent RBV arguments (Barney, 1991; Grant, 1996) 

that resources and capabilities must be configured synergistically, not treated as independent 

drivers. 

These findings align with and extend prior empirical work on market orientation and 

innovation. Consistent with Narver et al. (2004) and Bodlaj (2010), responsive and proactive 

market orientations jointly contribute to innovation outcomes, with the proactive dimension 

displaying a stronger association with breakthrough innovations. However, unlike Wu et al. (2015), 

who reported direct effects of dynamic capabilities on innovation performance in Chinese firms, 

our study finds that the direct AMO–IP relationship is considerably weaker in the Iranian context, 

and the mediated pathway through entrepreneurial capability is substantially more important. This 

divergence is consistent with Najafi-Tavani et al. (2016), who documented the moderating role of 

absorptive capacity in market orientation–performance relationships, and with Ozkaya et al. 

(2015), who demonstrated that market knowledge competence functions primarily as a conditional 

rather than an independent driver of innovation. The non-significance of MKC as a direct predictor 

in our study contrasts with De Luca and Atuahene-Gima (2007), where market knowledge 

dimensions predicted product innovation performance directly; this divergence likely reflects the 

difference in context, as their sample comprised established firms in developed market settings 

with stronger institutional support for knowledge-to-innovation transfer. Taken together, these 

comparisons reinforce the argument that contextual and institutional factors shape which 

mechanisms link market orientation to innovation. 
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A final contribution lies in demonstrating that the mechanisms linking AMO, EC, and IP are 

context-dependent. In developed market studies (e.g., Wu et al., 2015; Hult et al., 2005), AMO 

often exerts both direct and mediated effects on innovation. In our study of Iranian knowledge-

based firms, the direct pathway was weak, and entrepreneurial capability became indispensable. 

This divergence suggests that institutional voids fundamentally alter the “rules of the game.” In 

resource-constrained, volatile environments, market orientation by itself cannot guarantee 

innovation success. Firms must cultivate internal entrepreneurial processes to compensate for weak 

external support. This observation advances institutional theory (Peng et al., 2008; Meyer & Peng, 

2016) by showing that institutions do not merely shape firm choices but restructure the pathways 

through which strategic orientations affect performance. 

Beyond theoretical implications, the findings carry concrete guidance for managers of 

knowledge-based firms in emerging markets. First, firms should invest in building entrepreneurial 

capability as an organizational priority, recognizing that market intelligence alone does not 

translate into innovation unless the firm has the internal processes and agility to act on it. This 

implies hiring and developing personnel who can identify opportunities, mobilize resources under 

uncertainty, and adapt rapidly to changing conditions. Second, while market knowledge 

competence does not independently drive innovation, managers should treat it as a complementary 

amplifier: combining deep market understanding with entrepreneurial processes produces 

substantially stronger innovation outcomes than either capability deployed in isolation. In practical 

terms, this argues for integrating market research functions closely with entrepreneurial units or 

innovation labs, ensuring that market signals inform and accelerate, rather than substitute for, 

entrepreneurial action. Third, for managers operating under the resource constraints typical of 

science-park-based firms in Iran, the findings suggest a sequencing logic: prioritizing the 

development of entrepreneurial capabilities first, then investing in broadening and deepening 

market knowledge systems to amplify that capacity over time. 

Limitations and Future Research 

Despite these contributions, several limitations must be acknowledged. The cross-sectional design 

restricts causal inference, meaning the relationships observed should be interpreted as associations 

rather than definitive cause–and–effect dynamics. Longitudinal or panel studies would better 

capture how AMO, EC, and MKC evolve. Second, while the sample covers nearly all firms in one 

province (161 of 211), it remains only a fraction of the ~3,650 knowledge-based firms in Iran, and 

all are tied to innovation parks. This raises questions of external validity, as results may not 

generalize to independent firms or other provinces. Future research should expand across regions 



 

 
 

Industrial Management Journal, Volume 18, Issue 2, 2026 

 

 
 

 

290 

and contexts to test the stability of our findings. Third, reliance on some single-item measures (e.g., 

SMKC, AMK, MIR) limits measurement precision. Future studies could refine these scales or 

triangulate with archival data such as patents, product launches, or sales records. Finally, other 

boundary conditions (absorptive capacity, digital transformation, environmental turbulence) could 

further explain when entrepreneurial capability most effectively converts AMO into innovation. 
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